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·1· · · · · · · ·MR. ROY:

·2· · · · · · · · · ·Good morning.· If everyone will have a

·3· ·seat, we'll get started.· Glad to know even the

·4· ·government can say let there be light, and there's

·5· ·light.

·6· · · · · · · · · ·Call to order the Board of Directors of

·7· ·the Louisiana Economic Development Corporation.

·8· · · · · · · · · ·Rollcall, please

·9· · · · · · · ·MS. SORREL:

10· · · · · · · · · ·A.J. Roy.

11· · · · · · · ·MR. ROY:

12· · · · · · · · · ·Here.

13· · · · · · · ·MS. SORREL:

14· · · · · · · · · ·Alden Andre.

15· · · · · · · ·MR. ANDRE:

16· · · · · · · · · ·Here.

17· · · · · · · ·MS. SORREL:

18· · · · · · · · · ·Louis Reine.

19· · · · · · · ·(No response.)

20· · · · · · · ·MS. SORREL:

21· · · · · · · · · ·Susan Tham.

22· · · · · · · ·MS. THAM:

23· · · · · · · · · ·Here.

24· · · · · · · ·MS. SORREL:

25· · · · · · · · · ·Mandi Mitchell.
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·1· · · · · · · ·MS. MITCHELL:

·2· · · · · · · · · ·Here.

·3· · · · · · · ·MS. SORREL:

·4· · · · · · · · · ·Cal Simpson.

·5· · · · · · · ·(No response.)

·6· · · · · · · ·MS. SORREL:

·7· · · · · · · · · ·Nitin Kamath.

·8· · · · · · · ·MR. KAMATH:

·9· · · · · · · · · ·Here.

10· · · · · · · ·MS. SORREL:

11· · · · · · · · · ·Will Campbell.

12· · · · · · · ·MR. CAMPBELL:

13· · · · · · · · · ·Here.

14· · · · · · · ·MS. SORREL:

15· · · · · · · · · ·We have a quorum.

16· · · · · · · ·MR. ROY:

17· · · · · · · · · ·Very good.· I'll ask everyone to please

18· ·silence their cell phones.

19· · · · · · · · · ·Before we go any further, it is my

20· ·privilege to introduce our new board member, Mr. Will

21· ·Campbell to my left.

22· · · · · · · · · ·Mr. Campbell, welcome.· Glad you could

23· ·join us.· We look forward to serving with you.· Perhaps

24· ·you'd like to say a few words.

25· · · · · · · ·MR. CAMBELL:
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·1· · · · · · · · · ·Good morning to everybody.· Just glad to

·2· ·be a part of the Board here.

·3· · · · · · · · · ·Just to give you a little bit about my

·4· ·background, I'm from a little town called Lucedale

·5· ·Mississippi, graduated from University of South Alabama

·6· ·with my undergrad degree.· I got my master's from

·7· ·Liberty University in Lynchburg.· Spent about 17 years

·8· ·in the military; retired out in 2003 as a captain.· I've

·9· ·been in banking about 20-something years.· I worked for

10· ·Wells Fargo, Capital Bank.· I was an SBA man for a

11· ·number of years.· Now I'm VP of Commercial Services for

12· ·Ascension Federal Credit Union.

13· · · · · · · · · ·I love coaching home school basketball,

14· ·and wife and three beautiful children, and, you know,

15· ·she's the boss of the house, so...

16· · · · · · · ·Just glad to be here and part of the Board

17· ·in any way we can assist.· Thank you.

18· · · · · · · ·MR. ROY:

19· · · · · · · · · ·Thank you.

20· · · · · · · · · ·The first order of business is the

21· ·approval of the April 15th minutes.

22· · · · · · · ·MS. MITCHELL:

23· · · · · · · · · ·Move to approve.

24· · · · · · · ·MR. ROY:

25· · · · · · · · · ·Motion to approve as presented.
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·1· · · · · · · ·MR. ANDRE:

·2· · · · · · · · · ·Second.

·3· · · · · · · ·MR. ROY:

·4· · · · · · · · · ·Second.

·5· · · · · · · · · ·Any discussion?

·6· · · · · · · ·(No response.)

·7· · · · · · · ·MR. ROY:

·8· · · · · · · · · ·Hearing none, all in favor, "aye."

·9· · · · · · · ·(Several members respond "aye.")

10· · · · · · · ·MR. ROY:

11· · · · · · · · · ·All opposed, "nay."

12· · · · · · · ·(No response.)

13· · · · · · · ·MR. ROY:

14· · · · · · · · · ·Without objection.

15· · · · · · · · · ·Next order of business, the inhouse

16· ·approvals, Small Business Local Guaranty Program.· Who's

17· ·going to give us an update on that?

18· · · · · · · ·MR. BAHAM:

19· · · · · · · · · ·I'll be happy to give you a quick update

20· ·on this loan.· We did this one back in June, earlier in

21· ·this year.· This was done by Ms. Shamelda Pete, one of

22· ·our loan officers, who's unable to attend today.· This

23· ·one being considered is True Fund Financial Services out

24· ·of New Orleans for Gulf South Engineering and Testing.

25· ·They specialize in engineering and soil testing.· The

http://www.torresreporting.com/


·1· ·company's been around since 2011.· They were mainly

·2· ·looking for a new loan for additional trucks.· They

·3· ·currently have a staff of 18 employees, which they were

·4· ·planning on a hiring minimum of two new jobs.· The main

·5· ·reason they were acquiring these vehicles is they have a

·6· ·contract with the expansion of New Orleans Airport to do

·7· ·a lot of the groundwork involved with the new runways

·8· ·and terminals.

·9· · · · · · · · · ·Very good business.· Been around for,

10· ·like I said, since 2011.· They're growing fairly strong.

11· ·We actually picked this one up after having meetings

12· ·earlier this year at the Bankers Conference in New

13· ·Orleans.· We met with True Fund after the conference and

14· ·kind of went through the loan, and Shamelda piked it up

15· ·and knocked it out of the park with this one.

16· · · · · · · ·MR. ROY:

17· · · · · · · · · ·Very good.· Any questions or comments

18· ·from the Board?

19· · · · · · · ·(No response.)

20· · · · · · · ·MR. ROY:

21· · · · · · · · · ·This is approved.· This is just by way

22· ·of information for everyone.

23· · · · · · · · · ·Thank you.

24· · · · · · · · · ·Next order of business is under the EDAP

25· ·Program, Lotte Chemical Louisiana, LLC, and, for the
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·1· ·record, Mr. Andre is going to recuse himself.· He feels

·2· ·that he should do so.

·3· · · · · · · · · ·Steve.

·4· · · · · · · · · ·Morning.

·5· · · · · · · ·MR. ROCK:

·6· · · · · · · · · ·Good morning.

·7· · · · · · · ·MR. BAHAM:

·8· · · · · · · · · ·With me today for the first EDAP request

·9· ·that we have for Lotte Chemical is Mr. Jim Rock, who is

10· ·right here to my left, and the consultant for the

11· ·project, Mr. Jesse Broderick.

12· · · · · · · · · ·This EDAP is an unsponsored EDAP award

13· ·for payroll credit in the amount requested of

14· ·$1,470,000.

15· · · · · · · · · ·Lotte Chemical of Louisiana, LLC is a

16· ·wholly-owned subsidiary of Lotte Chemical USA

17· ·Corporation.· They have been around since 1976.· They

18· ·continue to grow by successfully expanding their

19· ·business operations through vertical immigration of both

20· ·its raw material extraction and also production of new

21· ·products.· They're a global company.· They sell to

22· ·companies, other companies around the world, and

23· ·approximately 152 countries and growing.

24· · · · · · · · · ·Their most recent expansion, which this

25· ·EDAP request is for, is for a new -- bare with me.· I'm
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·1· ·not familiar with these terms -- 700 kiloton per annum

·2· ·or 1.5-billion pounds per year of monoethylene glycol

·3· ·plant in Westlake, Louisiana, which is in Calcasieu

·4· ·Parish.· The new plant will be fully integrated with our

·5· ·next EDAP request for the newly-formed joint venture of

·6· ·LACC, LLC, which that is proposing a 1,000 kiloton per

·7· ·annum or 2.2-billion pounds per year ethenol cracker.

·8· · · · · · · · · ·The proposed monoethylene glycol plant

·9· ·or MEG has the capacity to produce products to be

10· ·distributed to customers throughout primarily US, Europe

11· ·and Asia, and once it's completed and fully operational,

12· ·this will be the largest MEG plant of the kind in the

13· ·US.

14· · · · · · · · · ·As I said, the EDAP request is for

15· ·$1,470,000.· We will be assisting with infrastructure

16· ·and improvements.· Primarily we're looking at road

17· ·upgrades and associated activities with the

18· ·infrastructure.

19· · · · · · · · · ·Lotte Chemical will provide the state

20· ·with either a first position mortgage or equivalent

21· ·because it is an unsponsored, so it's all owned by

22· ·private property.· The total project is approximately

23· ·$1.1-billion.· It would be the infrastructure

24· ·improvement of 1.47-billion.· It is .14 percent of the

25· ·overall project budget.· The rest of it will be financed
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·1· ·primarily through the company itself.

·2· · · · · · · · · ·Job performance goals that the company

·3· ·has agreed to is to create and maintain 80 new jobs at

·4· ·an annual payroll of 8.1-million to be reached by 2022.

·5· ·And just for comparison purposes, Calcasieu Parish's

·6· ·unemployment rate in July 2016 is 5.5 percent as

·7· ·compared to the state rate of 6.9 percent for the same

·8· ·time period, and the per capita income of Calcasieu

·9· ·Parish in 2014 was just over $40,000 compared to the

10· ·state per capita of $42,000.

11· · · · · · · · · ·Staff recommends approval of this

12· ·project as an unsponsored EDAP payroll credit award with

13· ·our basic contingencies that we normally have.· The

14· ·company has agreed to create those 80 jobs and maintain

15· ·them through the life of the EDAP project with the

16· ·associated payroll of 8.1-million through 2022.

17· ·Additionally, the total capital investment by Lotte

18· ·Chemical and the Westlake facility will be invested by

19· ·the company at a rate of 1.1-billion to be hit by May

20· ·1st, 2018.

21· · · · · · · · · ·And with that, I'm going to turn it over

22· ·to Mr. Rock and Mr. Broderick as they have a little bit

23· ·more information about the company and give you a little

24· ·bit more detail about the activities that are taking

25· ·place in Westlake.
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·1· · · · · · · ·MR. ROCK:

·2· · · · · · · · · ·Thanks, Steven.

·3· · · · · · · · · ·I'm Jim Rock.· I'm the executive

·4· ·director of the site for Lotte Chemical, USA, which has

·5· ·ownership of both LACC and LCLA.· They own 100 percent

·6· ·of LCLA, which is Lotte Chemical of Louisiana, and they

·7· ·own 90 percent of LACC, which is located at Axiall

·8· ·Corporation.· And the investment for LACC is a

·9· ·1.9-billion.· For LCLA, it's 1.1-billion for a total of

10· ·$3-billion.

11· · · · · · · · · ·And one thing I'll start out by saying,

12· ·I've heard it pronounced Lotte, Lotte, and Lotte, and

13· ·it's actually Lotte.

14· · · · · · · ·MS. MITCHELL:

15· · · · · · · · · ·Thanks for that correction.· That was

16· ·going to be my question.

17· · · · · · · ·MR. ROCK:

18· · · · · · · · · ·They're headquartered in South Korea.

19· ·It's a very large corporation, very integrated

20· ·corporation that has a lot of retail products of

21· ·beverages, foods, hotels, hotels in New York City and

22· ·around the world.· They've got total of 200,000

23· ·employees worldwide, including about 70,000 in Korea and

24· ·South Korea, and elsewhere in the world.· The investment

25· ·represents not only the largest MEG plant in the US, by
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·1· ·far the largest investment that Lotte has.· Prior to

·2· ·this investment, we had about a 303-employee facility

·3· ·just outside of Hyundai manufacturing plant in Southeast

·4· ·Alabama, so this is a big investment for Lotte, a big

·5· ·investment for -- a foreign investment for the State of

·6· ·Louisiana and we're glad to pick Louisiana because of

·7· ·the workforce, because of the -- deepwater ports, also

·8· ·the Lake Charles plant and also the integration with the

·9· ·what used to be BP industries and it became Axiall and a

10· ·couple weeks ago became part of the Westlake Chemical.

11· · · · · · · ·MR. ROY:

12· · · · · · · · · ·Any questions or comments?

13· · · · · · · ·MS. MITCHELL:

14· · · · · · · · · ·Mandi Mitchell, Assistant Secretary.

15· ·Thank y'all for being here today.

16· · · · · · · · · ·I was just looking through your

17· ·presentation and wanted to emphasize the economic impact

18· ·of the project being 66.7-million and an estimated local

19· ·tax revenue of 215-million over the 10-year period.· Did

20· ·you want to elaborate on that?

21· · · · · · · ·MR. ROCK:

22· · · · · · · · · ·Well, our total improvement for the two

23· ·sites is going to exceed about 215 or so.· We've also,

24· ·right now, the Lotte offices are in Houston, Texas.

25· ·That's because CB&I was already in contract for a
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·1· ·project and then contemplated moving the USA

·2· ·headquarters into Louisiana to Westlake.· If that comes

·3· ·comes to fruition, that's going to bring, as you can

·4· ·imagine, high-salary jobs.· There will be a lot of state

·5· ·income tax abatement and a lot of purchases if somebody

·6· ·moves, they're buying houses; they're buying groceries;

·7· ·they're buying gas; they're going out to eat at

·8· ·restaurants.· There's a lot of other investments going

·9· ·into Calcasieu Parish, as I'm sure you're aware of, so

10· ·it's going to be a tremendous benefit for the parish as

11· ·well as the state.

12· · · · · · · ·MS. THAM:

13· · · · · · · · · ·Can I ask quickly what the number of

14· ·people at the headquarters currently is?

15· · · · · · · ·MR. ROCK:

16· · · · · · · · · ·We're anticipating that it's going to

17· ·add about 25 jobs, president, financial, HR.

18· · · · · · · ·MS. THAM:

19· · · · · · · · · ·All high salary?

20· · · · · · · ·MR. ROCK:

21· · · · · · · · · ·Right.

22· · · · · · · ·MR. ROY:

23· · · · · · · · · ·Yes, sir.

24· · · · · · · ·MR. BRODERICK:

25· · · · · · · · · · My name is Jesse.· I just want to add
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·1· ·to your comment that the state revenue of 66.7, I mean,

·2· ·that's mostly made up of the sales tax and the benefits

·3· ·the state will get from the indirect jobs that come.

·4· ·What's not included is the anticipated income tax

·5· ·revenue.· Now, you could anticipate there could be over

·6· ·300-million in additional income tax that the State of

·7· ·Louisiana will get over the next 10 years as a result of

·8· ·this project.

·9· · · · · · · ·MR. ROY:

10· · · · · · · · · ·I'm sorry.· I missed your title and

11· ·name.

12· · · · · · · ·MR. BRODERICK:

13· · · · · · · · · ·Jesse Broderick.· I'm managing partner

14· ·of SumIT Credit.

15· · · · · · · ·MR. ROY:

16· · · · · · · · · ·Thank you.

17· · · · · · · · · ·Any other questions or comments?

18· · · · · · · ·MR. CAMPBELL:

19· · · · · · · · · ·I just want to ask, what motivated you

20· ·to look at purchasing this particular project?

21· · · · · · · ·MR. ROCK:

22· · · · · · · · · ·Well, this project is important for

23· ·Lotte because they wanted to take advantage of the

24· ·low-priced ethane, which was a stateside ethylene

25· ·cracker.· Other parts of the world, ethane is either
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·1· ·very expensive or nonexistent and does not fit the other

·2· ·feedstock, so being able to take advantage of the low

·3· ·cost of ethane was a very important factor into this

·4· ·area.· And, also, building a plant, the smaller you

·5· ·build a plant, the less economy of scale have, so they

·6· ·wanted to build a full-scale facility, and they had

·7· ·demand for about 1-billion pounds a year to meet their

·8· ·MEG requirements.· And Axiall, who uses approximately

·9· ·about a billion pounds a year for their Westlake

10· ·facility, and so in their existing Westlake facility,

11· ·they produced, according to cost of just the basic

12· ·products, to sell most of the cost, about 65 percent of

13· ·chlorine will be used in derivative products, and those

14· ·derivative products all contain a carbon molecule and

15· ·the ethane and carbon molecule in the plant.· So they

16· ·produce perchloroethylene, trichloroethylene, methyl

17· ·chloroform, EDC is ethylene dichloride and dichloride,

18· ·which goes to the EBC, which, you know, is housing and

19· ·that sort of...

20· · · · · · · ·MR. CAMPBELL:

21· · · · · · · · · ·Got you.

22· · · · · · · ·MR. ROCK:

23· · · · · · · · · ·So we looked for a partner that needed

24· ·about the equivalent amount of ethylene.

25· · · · · · · ·MR. ROY:
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·1· · · · · · · · · ·Good match and a great place to do

·2· ·business.

·3· · · · · · · ·MR. CAMPBELL:

·4· · · · · · · · · ·Got you.

·5· · · · · · · ·MR. ROY:

·6· · · · · · · · · ·Anyone else?

·7· · · · · · · ·(No response.)

·8· · · · · · · ·MR. ROY:

·9· · · · · · · · · ·Hearing none, I'll entertain a motion.

10· · · · · · · ·MS. MITCHELL:

11· · · · · · · · · ·Move to approve the unsponsored EDAP for

12· ·Lotte Chemical at 1.47-million.

13· · · · · · · ·MS. THAM:

14· · · · · · · · · ·Second.

15· · · · · · · ·MR. ROY:

16· · · · · · · · · ·Motion and a second.

17· · · · · · · · · ·Any other discussion?

18· · · · · · · ·(No response.)

19· · · · · · · ·MR. ROY:

20· · · · · · · · · ·Hearing none, all in favor, "aye."

21· · · · · · · ·(Several members respond "aye.")

22· · · · · · · ·MR. ROY:

23· · · · · · · · · ·All opposed, "nay."

24· · · · · · · ·(No response.)

25· · · · · · · ·MR. ROY:
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·1· · · · · · · · · ·Any comments from the public?

·2· · · · · · · ·(No response.)

·3· · · · · · · ·MR. ROY:

·4· · · · · · · · · ·Hearing none, it's approved.

·5· ·Congratulations.· Please keep us posted on your success.

·6· · · · · · · ·MR. ROCK:

·7· · · · · · · · · ·Thank you.

·8· · · · · · · ·MR. ROY:

·9· · · · · · · · · ·Next order of business is LACC, LLC, US,

10· ·and that's the Axiall Corporation.· They related a

11· ·project?

12· · · · · · · ·MR. BAHAM:

13· · · · · · · · · ·With me again is Mr. Jim Rock and Jesse

14· ·Broderick representing LACC here for this project.

15· · · · · · · · · ·As Mr. Rock pretty much summed up the

16· ·relationship between the two companies in his

17· ·presentation just a minute ago, I'll go ahead and quick

18· ·you a quick rundown.

19· · · · · · · · · ·As he said, Lotte Chemical is building a

20· ·new facility, which we just approved to assist in the

21· ·infrastructure improvements at the Westlake location

22· ·next door to Axiall Corporation.

23· · · · · · · · · ·Just to give you a brief history, Axiall

24· ·Corporation has been operating in Southwest Louisiana

25· ·for many decades, I believe over 70 years now, and
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·1· ·they're a global provider of chemicals and building

·2· ·products.· They mainly utilize natural resources in its

·3· ·essential ingredients, like chlorine, caustic soda,

·4· ·needed to create products such as minor building

·5· ·materials, siding, windows, doors, trims, pipefitting,

·6· ·et cetera.

·7· · · · · · · · · ·For Axiall Corporation, this joint

·8· ·venture plant represents continued investment into the

·9· ·State of Louisiana and the people of Calcasieu Parish.

10· ·This new plant, which is a joint venture between Lotte

11· ·and Axiall, will be, once created, it's a newly-created

12· ·ethenyl cracker, will be able to produce approximately

13· ·1-million metric tons of ethylene a year.· Also, for

14· ·Lotte, not only is this representing an expansion of

15· ·their operations here in the US, but it marks the first

16· ·Korean-based petrochemical company to locate here than

17· ·anywhere in the United States.

18· · · · · · · · · ·This particular EDAP request is for

19· ·700,000, which will also go towards improvements to the

20· ·infrastructure or additions to privately-held

21· ·infrastructure, like rooms and all of the associated

22· ·pieces that go with that.

23· · · · · · · · · ·The total project for this is

24· ·$1.9-billion of which the 700,000 represents just .04

25· ·percent of the overall cost of the project.· Similar
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·1· ·documents and payroll commitments made for this

·2· ·particular plant.· Axiall has agreed to retain 1,600

·3· ·jobs with an approximate annual payroll of $86-million

·4· ·at an increase of two percent per year through 2022.

·5· ·And, also, LACC, which is the new joint venture, has

·6· ·agreed to create and retain 135 new jobs throughout the

·7· ·life of the EDAP at an annual payroll of 11.5-million by

·8· ·2022.

·9· · · · · · · · · ·Just to reiterate, the previous project

10· ·and this protect, while they're related and while Lotte

11· ·Chemical does own 90 percent of this joint venture,

12· ·they're two separate entities.· The 80 jobs from the

13· ·previous EDAP will be separate.· They are totally

14· ·separate from the 135 jobs and payroll for this plant,

15· ·so they will be reported and that's why they're being

16· ·presented as two separate projects because they are

17· ·legally two separate entities and all of the jobs and

18· ·investment will be completely separate.

19· · · · · · · · · ·Staff would recommend -- recommends

20· ·approval of this protect as an unsponsored EDAP and

21· ·payroll award.· Axiall has, as I said, agreed to retain

22· ·1,600 jobs with an estimated payroll of 66-million to be

23· ·increased by two percent annually, and LACC will create

24· ·135 new jobs with an estimated payroll of 11 and half

25· ·million by 2022.· We have all of our standard
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·1· ·contingencies, which I might add the additional

·2· ·investment by LACC will be at least 1.9-billion by May

·3· ·1st, of 2018.

·4· · · · · · · · · ·And I'm going to pass it over to

·5· ·Mr. Rock and Mr. Broderick for any additional

·6· ·information I may have missed or skimmed over and answer

·7· ·any questions you have.

·8· · · · · · · ·MR. ROY:

·9· · · · · · · · · ·Before you begin, just for the record,

10· ·Mr. Andre is recusing himself from this matter as well.

11· · · · · · · · · ·You may proceed.· Thank you.

12· · · · · · · ·MR. ROCK:

13· · · · · · · · · ·This project, the LACC part is important

14· ·because you can't make MEG without the E, so that's why

15· ·it's titled that project.

16· · · · · · · · · ·The Axiall portion is going to supply

17· ·their ethylene need for their Lake Charles or Westlake

18· ·facilities of both the North and South plant, and

19· ·currently -- that plant started up in 1947, so it's got

20· ·over 70 years of operations since that time.· In the

21· ·early 1960s, when the plant expanded and started to

22· ·produce for the -- in like with those projects and so

23· ·they started purchasing ethylene at that time.· So right

24· ·now, the plant is, historically since the '60s, have

25· ·bought ethylene from a variety of producers in Southeast
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·1· ·Texas and around Louisiana getting their own

·2· ·producer-based economics.· Ethylene is going to help

·3· ·ensure the actual plant can operate another 70 years.

·4· ·It's very competitive.· That's why it's important.

·5· · · · · · · ·MR. ROY:

·6· · · · · · · · · ·Would you like to add anything to that

·7· ·before we have questions?

·8· · · · · · · ·MR. BRODERICK:

·9· · · · · · · · · ·No.· At this time, I'm just going to

10· ·help answer any questions.

11· · · · · · · ·MR. ROY:

12· · · · · · · · · ·Questions or comments?

13· · · · · · · ·MS. THAM:

14· · · · · · · · · ·It appears that there's plenty of demand

15· ·for this project; right, just in the companies here that

16· ·even building such a big facility, it's not going to

17· ·surpass the demand, is it?

18· · · · · · · ·MR. ROCK:

19· · · · · · · · · ·No, certainly not.· There will be no

20· ·other -- no other ethylene plants will be shutting down

21· ·as a result of this.

22· · · · · · · ·MR. BRODERICK:

23· · · · · · · · · ·I guess I could point out if you have

24· ·your presentation in front of you, if you looked at the

25· ·map, you can see that these two facilities will
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·1· ·literally be right next to each other.· They are

·2· ·altogether.

·3· · · · · · · · · ·Page 3 of the slide presentation of the

·4· ·project.

·5· · · · · · · ·MR. CAMPBELL:

·6· · · · · · · · · ·I just have a question real quick.  I

·7· ·was kind of noticing the financial showing that the

·8· ·revenues were decreasing for actual.· What was the main

·9· ·reason for that piece?

10· · · · · · · ·MR. BRODERICK:

11· · · · · · · · · ·I think over in 2013, '14 and '15, like

12· ·it went from -- if I'm looking at this correctly.

13· · · · · · · ·MR. CAMPBELL:

14· · · · · · · · · ·Looks like it dropped from 3,700,000 to

15· ·3,300,000.

16· · · · · · · ·MR. BRODERICK:

17· · · · · · · · · ·Are you looking at the prior year

18· ·financials?

19· · · · · · · ·MR. CAMPBELL:

20· · · · · · · · · ·Yes, yes.· The credit memo.

21· · · · · · · ·MR. ROCK:

22· · · · · · · · · ·This is for Lotte Chemical or is this

23· ·for Axiall?

24· · · · · · · ·MR. CAMPBELL:

25· · · · · · · · · ·Axiall, right.
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·1· · · · · · · ·MR. BAHAM:

·2· · · · · · · · · ·What page is that on, Mr. Campbell?

·3· · · · · · · ·MR. CAMPBELL:

·4· · · · · · · · · ·It's on Page, I think, 133 under the

·5· ·Financial Analysis section.

·6· · · · · · · ·MS. THAM:

·7· · · · · · · · · ·There's a Comparative Financial

·8· ·Statement on 174, too, that shows the three years.

·9· · · · · · · ·MR. ROCK:

10· · · · · · · · · ·You're talking about Reduced Revenue for

11· ·Axiall Corporation?

12· · · · · · · ·MS. THAM:

13· · · · · · · · · ·Right.· The sales went down

14· ·significantly.

15· · · · · · · ·MR. ROCK:

16· · · · · · · · · ·Yeah.· I mentioned earlier their base

17· ·products are chlorine and caustic soda and they used

18· ·very little of the caustic in their production and sell

19· ·most of that.· A lot of cost that goes into the alumina

20· ·industry, and whether they -- they sell, they market

21· ·maybe 35 percent of the chlorine and use the other 65

22· ·percent in their derivatives products, but they sell

23· ·90-something -- over 90 percent of the caustic.· So the

24· ·caustic price is like a sign, it goes up and down, up

25· ·and down according to demand, and a lot of that, they
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·1· ·export all of that caustic to South America and the

·2· ·other countries where there's large alumina plants and

·3· ·the alumina industry has taken a hit, you might be aware

·4· ·of here.· Domestically, as well as a lot of the alumina

·5· ·industry is down, a lot of those plants are shut down,

·6· ·so the price of caustic, which varies tremendously, has

·7· ·a gigantic impact on revenue.

·8· · · · · · · ·MS. MITCHELL:

·9· · · · · · · · · ·If I may, just to piggyback on what the

10· ·gentlemen just mentioned about the alumina industry,

11· ·just because I'm directly involved with efforts of one

12· ·of our aluminum plants in the state here to try and help

13· ·retain those jobs, they have taken a significant hit

14· ·because of unfair practices of China basically dumping

15· ·alumina into our industry, into the market and driving

16· ·those prices down and putting pressure on the alumina

17· ·plants that we do have in the US.· And so I can speak to

18· ·that directly because I'm involved with an effort to try

19· ·to raise awareness of this issue amongst or members of

20· ·congress because we have one plant here in Louisiana

21· ·with almost 400 jobs that we're trying to help retain.

22· · · · · · · ·MR. CAMPBELL:

23· · · · · · · · · ·The reason I ask the question, and I

24· ·just want to make sure, the impact of the profitability

25· ·the company.
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·1· · · · · · · ·MR. ROCK:

·2· · · · · · · · · ·This project is going to help because,

·3· ·like I mentioned, the price of caustic goes up and down

·4· ·and so it's very atypical for the nature of it, and

·5· ·Axiall is one of the few companies that is not packing

·6· ·and making their own ethylene.· So this is going to help

·7· ·us be competitive with other --

·8· · · · · · · ·MS. THAM:

·9· · · · · · · · · ·So if they're primarily chlorine and is

10· ·this a major diversification for this?

11· · · · · · · ·MR. ROCK:

12· · · · · · · · · ·Well, it's a diversification that

13· ·started in the early '60s, so it's been around for a

14· ·while, and that's where a lot of most of the chlorine

15· ·and chlorinated-derivative products, you know, vinyl,

16· ·all kind of products that's used in your home, the

17· ·vehicle, PVC, of course, and all kinds of house building

18· ·and industrial building materials.· That's kind of where

19· ·the growth of the chlorine market has been for a couple

20· ·of decades.

21· · · · · · · ·MR. ROY:

22· · · · · · · · · ·What percentage of the world's ethylene

23· ·will this plant produce once it's up and running as the

24· ·largest ethylene plant in the world?

25· · · · · · · ·MR. ROCK:
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·1· · · · · · · · · ·Well, it's the largest -- I think we

·2· ·said the largest MEG plant that was built in the United

·3· ·States.· So there are ethylene plants larger than the

·4· ·one we're building.· Actually one right across the

·5· ·interstate.· Sasol is building one that's larger than

·6· ·this right now, but percentage-wise, I don't know.

·7· · · · · · · ·MR. ROY:

·8· · · · · · · · · ·It's the largest what?

·9· · · · · · · ·MR. ROCK:

10· · · · · · · · · ·MEG plant.

11· · · · · · · ·MR. ROY:

12· · · · · · · · · ·Plant in the US.

13· · · · · · · · · ·How many MEG plants are in the US?

14· · · · · · · ·MR. ROCK:

15· · · · · · · · · ·I don't know how many.

16· · · · · · · ·MR. ROY:

17· · · · · · · · · ·Any other questions or comments?

18· · · · · · · ·(No response.)

19· · · · · · · ·MR. ROY:

20· · · · · · · · · ·Comments from the public?

21· · · · · · · ·(No response.)

22· · · · · · · ·MR. ROY:

23· · · · · · · · · ·Hearing none, I'll entertain a motion

24· ·from the board.

25· · · · · · · ·MS. MITCHELL:
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·1· · · · · · · · · ·Move to approve the $700,000 unsponsored

·2· ·EDAP for the LACC and Axiall joint venture project.

·3· · · · · · · ·MR. CAMPBELL:

·4· · · · · · · · · ·And I second that.

·5· · · · · · · ·MR. ROY:

·6· · · · · · · · · ·Motion and second.

·7· · · · · · · · · ·Any other discussion?

·8· · · · · · · ·(No response.)

·9· · · · · · · ·MR. ROY:

10· · · · · · · · · ·Hearing none, all in favor, "aye."

11· · · · · · · ·(Several members respond "aye.")

12· · · · · · · ·MR. ROY:

13· · · · · · · · · ·All opposed, "nay."

14· · · · · · · ·(No response.)

15· · · · · · · ·MR. ROY:

16· · · · · · · · · ·Without objection.· Congratulations.

17· ·Again, please keep us posted.

18· · · · · · · ·MR. ROCK:

19· · · · · · · · · ·Thank you.

20· · · · · · · ·MR. BRODERICK:

21· · · · · · · · · ·Thank you.

22· · · · · · · ·MR. ROY:

23· · · · · · · · · ·Next order of business is one of the

24· ·SSBCI program, Acadian Cypress & Hardwood, American Bank

25· ·and Trust.· Mr. Pennington.
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·1· · · · · · · ·MR. PENNINGTON:

·2· · · · · · · · · ·Good morning.

·3· · · · · · · ·MR. ROY:

·4· · · · · · · · · ·Good morning.

·5· · · · · · · · · ·Good morning, gentlemen.

·6· · · · · · · ·MR. PENNINGTON:

·7· · · · · · · · · ·This is Mr. Frank Vallot.· He's the

·8· ·owner of Acadian Cypress, and Stan is - Mr. Stan from

·9· ·American Bank and Trust.

10· · · · · · · · · ·I'm excited about this project this

11· ·morning.· This is a great Louisiana company and a brand

12· ·new bank; hadn't used our program.· Excited to be

13· ·working with them as well as American Bank and Trust.

14· ·Glad to have them at the table.

15· · · · · · · · · ·Basically what Acadian Cypress does is

16· ·they manufacture lumber, plywood, siding, shingles

17· ·flooring, fencing, basically wood products essentially.

18· ·Cypress Hardwoods and the loan they're looking at today

19· ·is for $1.5-million, of which $250,000 will be carved

20· ·out as eligible as a refinance.· By rules, we're not

21· ·allowed to guaranty that, so that would reduce the

22· ·amount of the loan that we can guaranty down to

23· ·$1.4-million, of which we'll have a $930,000 guaranty on

24· ·that.

25· · · · · · · · · ·The purpose of this loan is mostly for
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·1· ·inventory, to purchase new rolling stock for the

·2· ·company, and for working capital.· The collateral is

·3· ·going to be the new rolling stock purchase, properties

·4· ·that is owned by Mr. Frank, and the collateral more than

·5· ·meets the one-to-one requirements.

·6· · · · · · · · · ·Now, I have a handout I passed out up

·7· ·there I think I gave everyone.· There's some appraisals

·8· ·that came in afterwards, after I sent out the package,

·9· ·and I just want to make sure that everyone got one, and

10· ·it more than meets the one-to-one requirement of the

11· ·collateral.

12· · · · · · · · · ·This loan is going to result in the

13· ·creation of five new jobs and the retention of 61 new

14· ·jobs.· And one other thing I want to mention is we got

15· ·we got this loan package before the flood happened, and

16· ·they were having an uptick in the hardwood and cypress

17· ·business before the flood happened.· I'm sure Mr. Frank

18· ·can talk to that.· They're definitely going to have a

19· ·great bit of demand in the Baton Rouge area for these

20· ·type of products.· And I, for one, am happy that a

21· ·Louisiana Company is going to be supplying the needed

22· ·materials to rebuild basically Baton Rouge and the

23· ·state, and with that, I'll hand it over to Mr. Frank to

24· ·talk about his business and how he's looking to expand

25· ·and what he's got on the plan.
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·1· · · · · · · ·MR. VALLOT:

·2· · · · · · · · · ·Good morning.· Thank you, Chairman Roy,

·3· ·Assistant Secretary Mitchell and the LEDC Board for the

·4· ·opportunity to be here today.

·5· · · · · · · · · ·I made notes because after being in

·6· ·business 30 years and starting, I can ramble, so I know

·7· ·that I have to cram it into, let's say, less than seven

·8· ·minutes, so it's not that I'm reading from script.· It's

·9· ·so I don't veer.

10· · · · · · · · · ·I'd like to also thank Stan Dameron,

11· ·President of American Bank, and Pascal Dean, who's with

12· ·American Bank.· He's the Vice President.· And I'd like

13· ·to introduce Willie Bartel is our CFO, and Rick

14· ·Cangelosi, Vice President of Operations.· We're the

15· ·think tank for Acadian Cypress today.

16· · · · · · · · · ·Until yesterday at about 6 o'clock, I

17· ·knew exactly what I was going to say and then I started

18· ·trying to cram it through the blender and so it's

19· ·interesting, I started this business and it's almost

20· ·like a business fairytale.· This Cajun guy goes to

21· ·college at USL, which, for those that are younger, it's

22· ·Lafayette.· It used to be called.

23· · · · · · · ·MS. MITCHELL:

24· · · · · · · · · ·I'm from Lafayette, so you just scored

25· ·some points, and you called it USL.
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·1· · · · · · · ·MR. VALLOT:

·2· · · · · · · · · ·Yeah.· Well, if I'm here long enough,

·3· ·I'll probably just drop in occasion I was born and

·4· ·raised in New Iberia and it really comes out in me every

·5· ·once in a while.· Don't...

·6· · · · · · · ·Okay.· So I fell for this girl and followed

·7· ·her to Ponchatoula, and while I was there in

·8· ·Ponchatoula, that's where the real story begins.  I

·9· ·started Acadian Cypress in 1986 in my back yard.· Today,

10· ·we're 30 years strong.· We're approaching, during this

11· ·next five-year projection, a billion dollars in gross

12· ·sales revenue.· We have a customer base of 1,900, which

13· ·is industry specific and reoccurring accounts.· They are

14· ·cabinet makers, contractors, developers, antique

15· ·renovations and replications, retail, custom home

16· ·builders and people that want something special in their

17· ·home, and lumber yards.· We sell a lot of products to

18· ·other lumber yards as items that compliment the packages

19· ·they put together.· Not one customer accounts one or two

20· ·percent of our gross sales, so we're not dependent on

21· ·their volatility.· We have -- that's our ability to

22· ·maintain and survive and thrive through the ups and

23· ·downs over the last 30 years.

24· · · · · · · · · ·We have 61 full-time employes.· Combined

25· ·total years of experience is 458, which is average of
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·1· ·seven and a half per tenure, so we have a good retention

·2· ·rate.· The average income of all of the those employees

·3· ·is over $40,000, and we are adding five new jobs as a

·4· ·guaranty, but our projection is 10 to 12 positions.

·5· · · · · · · · · ·We have over 300 years experience within

·6· ·the sales nucleus.· We have a specific sales staff that

·7· ·is trained and not only educated, but we have continued

·8· ·to develop them.· And specifically what Acadian does in

·9· ·Ponchatoula, Louisiana for Louisiana.

10· · · · · · · · · ·We have domestic and imported vendors.

11· ·We bring products in from all over the world, and we

12· ·have proprietary manufacturing agreements with countries

13· ·or manufacturers in countries such as China that bring a

14· ·product in that fits Louisiana's need.· And it is

15· ·different, you know.· It's, if you look at the box

16· ·stores, even their product line has changed from area to

17· ·area.· Walmarts and all of those, you can see Cajun

18· ·paddles; however, you won't see them in Montana.· So we

19· ·have specific needs for the people and the builders

20· ·here.

21· · · · · · · · · ·We have our own in-house CAD-based

22· ·molding manufacturing system where we can duplicate a

23· ·molding if it's brought to us.· We also have

24· ·documented -- we have over 2,000 profiles in-house, and

25· ·we're able to pull from that 2,000-plus for as the
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·1· ·manufacturer is needed.· What that does is allows us to

·2· ·replicate molding if we're putting in a bid and we're

·3· ·going to produce something to repair the State Capitol

·4· ·and they need to match a molding.· If they're going to

·5· ·build and produce a cabinet or a table in a new building

·6· ·such as this, we have the specifications and ability to

·7· ·provide all of the products you're looking at that are

·8· ·wood related.

·9· · · · · · · · · ·And most importantly, the home builders

10· ·and the contractors that come to see us, especially now

11· ·with the recent storm and the flood that we've all

12· ·experienced in South Louisiana, the ability to help

13· ·them, give them identity and a special product that is

14· ·cost effective and it gives them a value-added product

15· ·and improves their worth when they're building their own

16· ·home.

17· · · · · · · · · ·The use of the funds will be primarily

18· ·and specifically for the increase of inventory to raise

19· ·the stock levels to approach the business that we know

20· ·we have out there before us.· It did not take into

21· ·consideration the impact of the flood.· That is

22· ·something that was separate and distinct, and I did not

23· ·include it in these growth papers.

24· · · · · · · · · ·We will take advantage of certain new

25· ·markets, but most of what we do is what we've been doing
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·1· ·with the most efficient and most net profit at the end

·2· ·of the day.· I'll come right up there and say that the

·3· ·business goes up and down and it's not what it was four

·4· ·years ago, but Acadian has been more profitable.· We

·5· ·reached people early on, and we have -- our entire fleet

·6· ·is paid for.· All of our manufacturing equipment is set

·7· ·to run for another 20 years.· It has a long lifespan and

·8· ·it's well managed.· And the ability to increase

·9· ·manufacturing by 100 percent without another increase in

10· ·the manufacturing machinery and everything that

11· ·complicated, so that's 100 percent increase available.

12· · · · · · · · · ·The flood impact.· The projections did

13· ·not include that you looked at.· Nineteen percent of our

14· ·customer base is in the same flood zone, and we've

15· ·already received advance orders.· We helped some that

16· ·are flooded.· We helped them recover some of their

17· ·products, and that was -- that took on water and helped

18· ·them salvage.· And we've supported them just like we did

19· ·through any of the other events that we've experienced

20· ·over the last 30 years.· This is the latest and

21· ·greatest, but it's huge.

22· · · · · · · · · ·We plan on being there, and our

23· ·employees are Louisianans; they plan on manufacturing

24· ·and providing products and more of them to these people,

25· ·and it can be a benefit not only for the new employees
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·1· ·that we're putting on staff, but to the future customers

·2· ·that are in this area.

·3· · · · · · · · · ·The jobs that we're putting on are not

·4· ·short-term jobs.· They're long-term jobs.· We plan on

·5· ·growing and exceeding those numbers.· It's not going to

·6· ·end when the rebuilding stops.· That's why this wasn't

·7· ·included.

·8· · · · · · · · · ·At this point, if you have any

·9· ·questions, I sure would invite them.

10· · · · · · · ·MS. THAM:

11· · · · · · · · · ·I'd like to ask, have you made any

12· ·plans -- well, first of all, what I'm hearing from

13· ·people who flooded is, "I'm only putting cypress back in

14· ·my house," and, you know, there are no cabinets

15· ·available.· So obviously you guys are going to try to

16· ·make use of that 100 percent increase in manufacturing.

17· ·Have you made plans for what you're going to do after

18· ·and it contracts back down, I mean, as far as how you're

19· ·going to gear up that fast and slow back down?· Is that

20· ·a concern?

21· · · · · · · ·MR. VALLOT:

22· · · · · · · · · ·The proprietary manufacturing agreements

23· ·we have with some of the domestic plywood manufacturers

24· ·there's a railcar coming down right now that is going to

25· ·target the products that these people are using.· The
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·1· ·big difference between -- let's use Katrina as an

·2· ·example.· People rebuilt and they bought cabinets and

·3· ·they put them in and they looked pretty and substantial

·4· ·and they spent a lot of money on them.· Then when this

·5· ·flood comes that no one anticipated, these cabinets fall

·6· ·apart because the composition of this board is not the

·7· ·plywood.· It's not a veneer or plywood.· It doesn't even

·8· ·have moisture resistance.· It's a particle board or

·9· ·medium-density fiber board, things that cannot handle

10· ·the moisture.· And specifically use -- they have a great

11· ·lifespan and they have a fantastic purpose and they're

12· ·cost effective and they look good, they're durable, but

13· ·they're not water resistant in any shape or form.

14· · · · · · · · · ·Two of the customers that brought solid

15· ·wood cabinets pulled their cabinets after the storm and

16· ·they took the cabinets out and set them outside, put

17· ·them on tables and they said they love their cabinets

18· ·more than anything they could replace and they're

19· ·putting those cabinets back.· Now, the granite tops

20· ·broke and they had to take them out and put in new

21· ·granite tops back in.· All of the people are rebuilding

22· ·that with that in mind.· The line of customers, that's

23· ·why I why I was telling you 19 percent, a lot of those

24· ·people call and say, "I need this veneer for Birch."· "I

25· ·need this veneer for oak," and "I need the lumber to go
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·1· ·with it."· We manufacture the molding products to go

·2· ·with species, so if you're building a set of oak

·3· ·cabinets -- and I just briefly touched on this because I

·4· ·didn't want to ramble, but if you're building a set of

·5· ·oak cabinets and you need oak crown molding and you need

·6· ·oak trim, we manufacture those products.· Those are the

·7· ·jobs vertical integration, which will increase the

·8· ·profit and a direct bottom line net profit.

·9· · · · · · · · · ·So the products that people are

10· ·rebuilding with now are 100 percent different than what

11· ·they did in Katrina because of the knowledge in such a

12· ·short-term of what happened then and what's happening

13· ·now.· They're rebuilding with those products.· Our

14· ·advance orders are going up quite a bit.· That is not

15· ·going to be something that will last forever, but we

16· ·have other grown and we have other areas that we've

17· ·already targeted and we're approaching those as a

18· ·combination.

19· · · · · · · ·MS. THAM:

20· · · · · · · · · ·What percentage of your wood products

21· ·are cypress?· Are you having trouble getting the

22· ·cypress?

23· · · · · · · ·MR. CANGELOSI:

24· · · · · · · · · ·We have three primary suppliers that are

25· ·outside of the State of Louisiana, and we have a small,

http://www.torresreporting.com/


·1· ·less than three-percent, inside the State of Louisiana

·2· ·at this moment.· The ability -- the resource is there,

·3· ·but the ability to acquire it, as there's so much

·4· ·weather out there, that you have to work with that.· So

·5· ·our ability to supply and our gross sales on cypress is

·6· ·never more than 15 percent of our total business, but

·7· ·it's an identifying market because it's indigenous in

·8· ·Louisiana.

·9· · · · · · · ·MR. CAMPBELL:

10· · · · · · · · · ·One question, are these the most current

11· ·balance sheet, back in July, in this loan package?

12· · · · · · · ·MR. PENNINGTON:

13· · · · · · · · · ·Yeah.· I think the one is dated July the

14· ·31st, 2016.

15· · · · · · · ·MR. BAHAM:

16· · · · · · · · · ·That's it.· That's the most current one

17· ·supplied to us, yes.

18· · · · · · · ·MR. CAMPBELL:

19· · · · · · · · · ·What were you looking to -- I was kind

20· ·of looking at liquidity of the company.· What are you

21· ·planning to do to increase the liquidity?

22· · · · · · · ·MR. VALLOT:

23· · · · · · · · · ·Well --

24· · · · · · · ·MR. DAMERON:

25· · · · · · · · · ·That's one of the reasons we're here is
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·1· ·that I've watched Frank over many, many years and he's a

·2· ·constant entrepreneur and his business acumen has

·3· ·matured over the years.· He's had other ventures.· He's

·4· ·narrowed down to what he thinks or what he knows he can

·5· ·do the best, and that's dealing with the hardwoods.· He

·6· ·had some other ventures.· He got into manufacturing and

·7· ·sawmills a little bit, but this is a business that he

·8· ·understands, he knows.· He knows the marketplace; he

·9· ·knows the need.· He's consolidated down there's an

10· ·opportunity that's out there that he saw before the

11· ·flood, but he needed some capital resources, and that's

12· ·why he came to us.· He has another bank he deals with.

13· ·Frankly we're a smaller bank and we're not able to

14· ·handle his needs.· He said, "Would you look at this?"

15· ·And we said, "Sure."· So we're here for -- this is an

16· ·enhancement to the credit.· It doesn't make or break the

17· ·credit.· I think the loan-to-value ratio is we're going

18· ·to have about 3.6-million in collateral and we're

19· ·lending about 2.5, so we feel that we are conservative

20· ·in putting this together.

21· · · · · · · · · ·He's on an eight-year amortization,

22· ·which he'll be able to pay out through sales and

23· ·increase in inventory if not quicker, and this will

24· ·build his financial capacity to go forward.· He does

25· ·have short-term liquidity, and that's whey we're here.
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·1· · · · · · · ·MR. CAMPBELL:

·2· · · · · · · · · ·I just want to commend you on the

·3· ·management, the profitability of the company.· I just

·4· ·wanted to make sure that, you know, from a management,

·5· ·you're building liquidity over time because I think you

·6· ·very well, you know, with the flood opportunity here, so

·7· ·I just wanted to make sure we comment on that.

·8· · · · · · · ·MR. VALLOT:

·9· · · · · · · · · ·Absolutely.· Thank you.

10· · · · · · · ·MR. ROY:

11· · · · · · · · · ·Any other questions or comments?

12· · · · · · · ·(No response.)

13· · · · · · · ·MR. ROY:

14· · · · · · · · · ·Comments from the public?

15· · · · · · · ·(No response.)

16· · · · · · · ·MR. ROY:

17· · · · · · · · · ·Hearing none, I'll entertain a motion.

18· · · · · · · ·MR. ALDEN:

19· · · · · · · · · ·I'll move for approval.

20· · · · · · · ·MR. ROY:

21· · · · · · · · · ·Motion for approval as presented.

22· · · · · · · ·MS. MITCHELL:

23· · · · · · · · · ·Second.

24· · · · · · · ·MR. VALLOT:

25· · · · · · · · · ·Thank you.
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·1· · · · · · · ·MR. ROY:

·2· · · · · · · · · ·Any other discussion?

·3· · · · · · · ·MR. VALLOT:

·4· · · · · · · · · ·Another USL graduate here.

·5· · · · · · · ·MS. MITCHELL:

·6· · · · · · · · · ·And, Mr. Vallot, my fiancé is from New

·7· ·Iberia, so I really like you.

·8· · · · · · · ·MR. VALLOT:

·9· · · · · · · · · ·My father was born in Acadia and lived

10· ·in Port Sulphur.· He fought in WW2, the "big war" as

11· ·he's always said, and he wouldn't teach us the French

12· ·because of all of that he had gone through and he, you

13· ·know, it's something that he said, "If I had know one

14· ·day how cool it would be to be Cajun, I would have

15· ·taught you."· So thank you very much.· I appreciate it.

16· · · · · · · ·MS. MITCHELL:

17· · · · · · · · · ·Good luck to you.

18· · · · · · · ·MR. ROY:

19· · · · · · · · · ·I have a motion and a second.

20· · · · · · · · · ·All in favor, "aye."

21· · · · · · · ·(Several members respond "aye.")

22· · · · · · · ·MR. ROY:

23· · · · · · · · · ·All opposed, "nay."

24· · · · · · · ·(No response.)

25· · · · · · · ·MR. ROY:
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·1· · · · · · · · · ·Without objection.· Congratulations.

·2· ·These are the kind of projects we love to see, true home

·3· ·projects helping people in Louisiana, so good luck to

·4· ·you.· Keep us posted on your success.· Thank y'all for

·5· ·coming.

·6· · · · · · · ·MR. PENNINGTON:

·7· · · · · · · · · ·This is Mr. Gerard from Farmer's State

·8· ·Bank, and I have a handout.· I have a handout I passed

·9· ·to everyone with a current balance sheet as of August

10· ·31st if everyone I got that after we sent out the

11· ·package as well, so I want to make sure everyone got it.

12· · · · · · · · · ·Basically what this business is, it's a

13· ·startup business called Hose Source, and I want to

14· ·mention as well, this is a brand new bank for our

15· ·program as well, Farmer's State, and I'm very happy to

16· ·have Mr. Arden here at the table with us presenting a

17· ·new loan.· Hopefully we can have more projects coming

18· ·through as well.

19· · · · · · · · · ·This business is a startup hose

20· ·manufacturer.· They manufacture hoses in the oil and gas

21· ·business and other businesses where we have to have

22· ·hoses.· They manufacture both hydraulic and pneumatic

23· ·hoses.· And the owner, Mr. Credeur, has quite a bit of

24· ·experience in this business.· He started up a business

25· ·in 1994 called All Hose Specialty, and he ran it for
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·1· ·about 10 years and then he sold out to a larger company.

·2· ·And now he has -- went to work another company for a

·3· ·number of years and now he's back starting up a business

·4· ·again.

·5· · · · · · · · · ·The loan that we're looking at today has

·6· ·two components.· It has a million-dollar permanent loan

·7· ·to purchase equipment, and it has $300,000 loan for

·8· ·revolving line of credit backed by receivables, so a

·9· ·total of 1.3-million, and the guaranty amount is 9.75,

10· ·$975,000.

11· · · · · · · · · ·The collateral for the loan is going to

12· ·be the equipment purchase for the permanent loan as well

13· ·as the receivables worth $300,000 with a line of

14· ·revolving line of credit.· The equipment loan should be

15· ·amortized over 10 years with the remainder due in five,

16· ·and the first six months is going to be interest only.

17· ·And this loan is going to result in five new jobs.

18· · · · · · · · · ·Like I said, the business owner has been

19· ·has private experience in this business.· He's already

20· ·put up $200,000 of his own money in the business to

21· ·start it and he has two other business partners that

22· ·will be taking out permanent loans to put in the

23· ·business as well.· So they're putting about $400,000

24· ·plus a little bit into this business to get started on.

25· ·The three owners have all worked in this field for

http://www.torresreporting.com/


·1· ·numerous years.

·2· · · · · · · · · ·Staff recommends that the board approves

·3· ·this loan.· The loan guarantee not to exceed $975,000

·4· ·based on 75 percent of 1.3-million excluding the bank

·5· ·fees or finance costs from Louisiana Small Business

·6· ·Owner Guarantee Program.· LEDC will utilize SSBCI funds

·7· ·for the entirety of the term.· There will be a one

·8· ·percent guaranty fee charged for this loan.· Besides

·9· ·that, it's the standard contingencies that we normally

10· ·would have.

11· · · · · · · · · ·With that, I'll let Mr. Gerard speak

12· ·about the loan.

13· · · · · · · ·MR. LABAT:

14· · · · · · · · · ·Thank you, Christian, for inviting me

15· ·this morning, and I guess the good side of my customer

16· ·not being here is that he's out there drumming up

17· ·business.· All three of them are salesmen first, so

18· ·their company is taking off.· They opened up the branch

19· ·in Houma, and very soon, by the end of the year, they

20· ·will be opening up another location in Broussard.· So

21· ·these gentlemen, like Christian said, have been in the

22· ·business a long time and are very knowledgeable about

23· ·hoses.· In fact, I've got a little bit.· They gave me a

24· ·little, short presentation on how to make hoses under

25· ·pressure and all of this and crimping and all of that
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·1· ·kind of stuff.

·2· · · · · · · · · ·So our bank, we've made SBA loans, USDA

·3· ·RD loans, B&I loans, FSA government guaranty loans.

·4· ·We're just getting into this guaranty program, and I'm

·5· ·very hopeful, like Christian said, that we'll have a

·6· ·long-term relationship.· So far, I've enjoyed working

·7· ·with Christian and learning a little bit about this

·8· ·program, but I'm very confident in this loan.· The main

·9· ·man, Toby Credeur, is putting up real estate for

10· ·collateral, and their inventory is going to turn because

11· ·they have a lot of contacts and a lot of projected sales

12· ·already just getting started, so...

13· · · · · · · ·MR. PENNINGTON:

14· · · · · · · · · ·I wanted to mention that this company

15· ·has only been operating for a couple of months, and if

16· ·you look, they already have revenues of $993,000,

17· ·top-line revenue, and a gross income of $323,000, and

18· ·they started opening business in June, I believe, June

19· ·1st.· So they've already hit the ground running.· Being

20· ·in business for as long as Mr. Credeur has, he has the

21· ·contacts necessary to facilitate this loan.· And it's

22· ·going to result in five new jobs in which isn't a lot of

23· ·jobs, but it's important, you know.· And in small

24· ·businesses, I'm very confident in this one, and I'll

25· ·entertain any questions or any concerns.
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·1· · · · · · · ·MR. ROY:

·2· · · · · · · · · ·Questions or comments?

·3· · · · · · · ·MS. MITCHELL:

·4· · · · · · · · · ·I do have a question.· Just it's

·5· ·remarkable the progress the company has been able to

·6· ·make in a short period of time.· I just want hear from a

·7· ·representative from the bank.· Mr. Labat; is that right?

·8· · · · · · · ·MR. LABAT:

·9· · · · · · · · · ·Labat.· My name does get turned around a

10· ·few ways.

11· · · · · · · ·MS. MITCHELL:

12· · · · · · · · · ·I'm from your neck of the woods.· I know

13· ·how to pronounce it.

14· · · · · · · ·MR. LABAT:

15· · · · · · · · · ·Some people say Gerald, but it's Gerard.

16· · · · · · · · · ·I guess to give you a history of our

17· ·bank, Farmers State Bank, our main headquarter is in

18· ·Church Point, and we're mostly in Acadia area.· We do

19· ·get confused with Farmers and Merchant Bank out of

20· ·Breaux Bridge, so there is a difference there, but your

21· ·question.

22· · · · · · · ·MS. MITCHELL:

23· · · · · · · · · ·I was just going to ask, clearly the

24· ·bank has done its due diligence, but if you could just

25· ·speak to the Hose Source customer base because the
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·1· ·perception is that the oil industry is in a downward

·2· ·spell, and so we just want to make sure that the company

·3· ·will be able to remain viable going forward.· So clearly

·4· ·you've done your due diligence, and if you can kind of

·5· ·speak to that.

·6· · · · · · · ·MR. LABAT:

·7· · · · · · · · · ·Right.· And the company is diverse.· Oil

·8· ·is not the main -- I mean, it's part of it, but they do

·9· ·hoses for agriculture.· In fact, I had a son-in-law

10· ·that's a sugarcane farmer and he buys hoses for his

11· ·tractors all of the time.· The hoses that they provide

12· ·are all different sizes different, different pressures.

13· ·It's very diversified.· So, yeah, the oil field is

14· ·definitely a major component, but the company is very

15· ·spread out what they clearly provide to.

16· · · · · · · · · ·These guys had a business before and

17· ·very successful, like Christian, said, so they have a

18· ·lot of oil customers that will come back to them.· They

19· ·had a noncompete clause moving from the old companies to

20· ·where they are now.· That's all -- legality-wise that's

21· ·all been ironed out, so we feel very confident.· We know

22· ·they're going to be very successful because of their

23· ·history and their track record.

24· · · · · · · ·MS. MITCHELL:

25· · · · · · · · · ·Okay.· Thank you so much, and I didn't
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·1· ·even think about the fact that you're huge down in the

·2· ·Acadia area, so thank so much.

·3· · · · · · · ·MR. CAMPBELL:

·4· · · · · · · · · ·I just have a question.· First I want to

·5· ·commend you for bringing this type of credit to LED.· It

·6· ·kind of shows your ability strike the deals.

·7· · · · · · · · · ·Now, one question is what percentage, do

·8· ·you know, of the revenue is coming from the oil and gas

·9· ·versus the other percentage of the other streams do you

10· ·think?

11· · · · · · · ·MR. LABAT:

12· · · · · · · · · ·I really didn't do those numbers, crunch

13· ·those numbers.· I could find that out for you.

14· · · · · · · ·MR. CAMPBELL:

15· · · · · · · · · ·No, no.· I'm looking at the liquidity

16· ·here.· The standard history of the experience on the

17· ·owners is tremendous.

18· · · · · · · · · ·Now, let me ask you this:· Why did you

19· ·choose LED versus SBA guaranty?· Easier process?

20· · · · · · · ·MR. LABAT:

21· · · · · · · · · ·Well, I was contacted -- I work closely

22· ·with the UL Small Business Development Center in

23· ·Lafayette at the college.

24· · · · · · · ·MR. CAMPBELL:

25· · · · · · · · · ·Is that Heidi Melancon?
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·1· · · · · · · ·MR. LABAT:

·2· · · · · · · · · ·Heidi Melancon.

·3· · · · · · · ·MR. CAMPBELL:

·4· · · · · · · · · ·Did she help you with the package?

·5· · · · · · · ·MR. LABAT:

·6· · · · · · · · · ·Yes.· She helped to a degree, but our

·7· ·customer actually put his business plan together.

·8· · · · · · · ·MR. CAMPBELL:

·9· · · · · · · · · ·Wow.

10· · · · · · · ·MR. LABAT:

11· · · · · · · · · ·Because years ago, he felt that with UL,

12· ·with the other company, so he would -- you know, the UL

13· ·business plan is also a learning experience, and we

14· ·don't want them to do the plan for our customer.· We

15· ·want our customer -- it's his plant.· They just assist.

16· ·So our customer, he brought the whole plan.· It was one

17· ·that he put together under the UL Small Business

18· ·Development, and I think that this fellow's very good,

19· ·very intelligent and very knowledgeable.

20· · · · · · · · · ·And, Christian, when you met him --

21· · · · · · · ·MR. PENNINGTON:

22· · · · · · · · · ·Talked to him on the phone.

23· · · · · · · ·MR. LABAT:

24· · · · · · · · · ·On the phone, yeah.

25· · · · · · · · · ·And so, you know, I think that that's
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·1· ·how I came in to knowing this program, where I heard

·2· ·about it, and I started comparing it to SBA and USBA and

·3· ·FSA and all of the other ones.· I said, "This is just

·4· ·another tool in my toolbox that I can have access to."

·5· ·So I started looking at when I get the project, which

·6· ·one fits.· This one seemed to fit the best for this

·7· ·program, and I want to develop that relationship with

·8· ·Christian.· I'm hoping down the road that we can do some

·9· ·more.

10· · · · · · · · · ·So, in fact, we met recently on a

11· ·perspective one in Lafayette just last week, I think it

12· ·was.

13· · · · · · · ·MR. PENNINGTON:

14· · · · · · · · · ·Week before.

15· · · · · · · ·MR. LABAT:

16· · · · · · · · · ·Yeah.· So we do have some more potential

17· ·projects that we can work on.

18· · · · · · · ·MR. CAMPBELL:

19· · · · · · · · · ·Okay.

20· · · · · · · ·MR. PENNINGTON:

21· · · · · · · · · ·I reach out to Farmers State and Mr.

22· ·Gerard, I want to say in March or so when I was doing my

23· ·marketing.· I tried to go out and hit as many banks I

24· ·possibly can and meet with them one-on-one and tell them

25· ·abut our program trying to get the word out there, and
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·1· ·that's how I first met Mr. Gerard.

·2· · · · · · · ·MS. THAM:

·3· · · · · · · · · ·Looking at the financial statement, it's

·4· ·amazing the speed in which y'all have come up to that

·5· ·kind of sales number, and I see you're projecting a net

·6· ·profit for the year of $105,000.· Right now it's

·7· ·negative 80, and I'm assuming that -- you know, as the

·8· ·net profit, and I'm assuming that a lot of that has to

·9· ·do with startup costs and things, but have they taken an

10· ·effort to identify after this August balance sheet, are

11· ·they still projecting a profit; do you know?

12· · · · · · · ·MR. PENNINGTON:

13· · · · · · · · · ·I'm not sure.· I know that

14· ·projections -- you're correct, they were projecting a

15· ·profit, and the reason why they are negative so far is

16· ·startup costs.· I know that's why they're $80,000 as it

17· ·is right now.· That's on a fiscal year basis, so it goes

18· ·from the 6th of 2016 to 6 of 2017, so it's just a

19· ·couple --

20· · · · · · · ·MS. THAM:

21· · · · · · · · · ·About 10 months.

22· · · · · · · ·MR. PENNINGTON:

23· · · · · · · · · ·Exactly, yeah.· So that's -- they

24· ·haven't been operating very long, so that's basically

25· ·what it is, yes, ma'am.
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·1· · · · · · · ·MS. THAM:

·2· · · · · · · · · ·Well, the fact that they have a balance

·3· ·sheet together from 20 days ago means that they're

·4· ·keeping up with it, I believe.

·5· · · · · · · ·MR. PENNINGTON:

·6· · · · · · · · · ·Absolutely, yes, ma'am.

·7· · · · · · · ·MS. THAM:

·8· · · · · · · · · ·That analyze.· So that seems to be a big

·9· ·problem with startup companies is that they don't

10· ·realize they need to do that.

11· · · · · · · ·MR. PENNINGTON:

12· · · · · · · · · ·Absolutely.· Most of the ones I see,

13· ·when I bring up financial statements, their eyes just

14· ·kind of glaze over and they don't -- a lot of times,

15· ·they don't understand what I'm asking for, really.

16· · · · · · · ·MS. THAM:

17· · · · · · · · · ·It's hard to make good management

18· ·decisions if you don't have numbers.· The fact that

19· ·they're paying attention and putting numbers together

20· ·speaks well of them.

21· · · · · · · ·MR. ROY:

22· · · · · · · · · ·Any other questions or comments?

23· · · · · · · ·(No response.)

24· · · · · · · ·MR ANDRE:

25· · · · · · · · · ·Move for approval.
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·1· · · · · · · ·MR. ROY:

·2· · · · · · · · · ·Motion for approval from Mr. Andre.

·3· · · · · · · ·MR. CAMPBELL:

·4· · · · · · · · · ·I move for approval on this credit.

·5· · · · · · · ·MR. ROY:

·6· · · · · · · · · ·Second by Mr. Campbell.

·7· · · · · · · · · ·Any discussion by the public, comments?

·8· · · · · · · ·(No response.)

·9· · · · · · · ·MR. ROY:

10· · · · · · · · · ·Any discussion -- any further discussion

11· ·by the Board?

12· · · · · · · ·(No response.)

13· · · · · · · ·MR. ROY:

14· · · · · · · · · ·Hearing none, all in favor, "aye."

15· · · · · · · ·(Several members respond "aye.")

16· · · · · · · ·MR. ROY:

17· · · · · · · · · ·All opposed, "nay."

18· · · · · · · ·(No response.)

19· · · · · · · ·MR. ROY:

20· · · · · · · · · ·Congratulations.· Please tell the

21· ·gentleman we hope he was selling something and we look

22· ·forward to hearing about his success.

23· · · · · · · ·MR. LABAT:

24· · · · · · · · · ·I would like to also thank you on behalf

25· ·of our bank president, Danny Domingue, and we look
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·1· ·forward to having a relationship in the future.

·2· · · · · · · ·MR. ROY:

·3· · · · · · · · · ·This is great.· I think both of these

·4· ·banks, this is their first LEDC guaranty.· That's great.

·5· ·I commend the staff for bringing everybody to the table.

·6· ·We look forward to working with you.

·7· · · · · · · ·MS. MITCHELL:

·8· · · · · · · · · ·Mr. Labat, do you know any Duplechain's

·9· ·in Church Point, tell them I said hello.· That's my

10· ·family.

11· · · · · · · ·MR. LABAT:

12· · · · · · · · · ·I do know some.

13· · · · · · · · · ·Thank you.

14· · · · · · · ·MR. ROY:

15· · · · · · · · · ·All right.· Next order of business is

16· ·the Treasurer's report.· Ms. Villa.

17· · · · · · · ·MS. VILLA:

18· · · · · · · · · ·Good morning.· This morning we have

19· ·actually two Secretary Treasurer's Reports.· We have a

20· ·final report for Fiscal Year '16, which is going to be

21· ·the first Secretary Treasurer's Report in your packet.

22· ·I'll start with the overview.

23· · · · · · · · · ·Our '15-'16 budget in total was

24· ·16,181,766 and our balance is 12,218,891 prior to the

25· ·projects that we had currently in-house of 5,770,000,
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·1· ·which leaves us with a projected ending balance of

·2· ·6,448,891 across all programs, including the Financial

·3· ·Assistance Program, the State Small Business Credit

·4· ·Initiative and our Capital Outlay and EDAP and EDRED

·5· ·programs.

·6· · · · · · · · · ·If you go to the next page, it shows in

·7· ·detail what we had for each of the units.· The first

·8· ·being the Financial Assistance Program where we ended up

·9· ·for the year on that program, it was $144,067.· For the

10· ·State Small Business Credit Initiative, we had a

11· ·beginning budget of $2,747,174, and we had approved

12· ·projects of 212,246, which left us with a balance of

13· ·2,390,861, and that's where we ended up the year for

14· ·State Small Business Credit Initiative.

15· · · · · · · · · ·If you go down to the next page is our

16· ·EDAP and EDRED programs through our Capital Outlay, and

17· ·we had a budget between the two of 13,434,592, and we

18· ·had projects that were approved of 1,290 -- I'm sorry --

19· ·3,750,629, which left a balance of 9,683,963 between the

20· ·two programs.· And we had projects under review, as I

21· ·mentioned earlier, 5,770,000 broken out there.· You see

22· ·the project names that we still had under review, two of

23· ·which were brought to the Board this morning for

24· ·approval, which left a balance at the end of the year of

25· ·3,913,963.
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·1· · · · · · · · · ·We wended up the year, as you can see,

·2· ·on the Fund Balance available for the year of

·3· ·18,933,298, and our expenses for the year total

·4· ·13,771,271, which left a balance available of

·5· ·$5,162,027.

·6· · · · · · · · · ·If you go on to the Capital Outlay,

·7· ·which is the final page, we had a total fund balance

·8· ·available through Fiscal Year '16 of -- I'm sorry --

·9· ·with a budget of 5,210,000.· We actually ended with

10· ·654,679.

11· · · · · · · · · ·So I'll start over with the Capital

12· ·Outlay Appropriation General Fund for FY '16, as I

13· ·mentioned, a fund balance 5,210,166, and our adjusted

14· ·fund balance is available through, which included the

15· ·additional periods of August 14, 2016, had adjusted fund

16· ·balance of 1,814,634.

17· · · · · · · · · ·So we start out FY '17 Secretary

18· ·Treasurer's Report with a budget of 15,048,882, and we

19· ·have projects under review pending the Board of

20· ·2,646,250, which left a balance of 12,402,632.· And then

21· ·we had additional projects under review of 3,600,000,

22· ·which leaves a project yearend balance of $8,802,632.

23· · · · · · · · · ·So going onto the detail of that, the

24· ·Financial Assistance Program budget for the year is

25· ·190,000.· We currently do not have any projects pending
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·1· ·approval or under review by the staff, so we project an

·2· ·ending balance of 190,000.

·3· · · · · · · · · ·For the State Small Business Credit

·4· ·Initiative, our budget for FY '17 is 2,580,800 -- I'm

·5· ·sorry.· It's 2,390,861, and we had two projects that

·6· ·were brought to the Board today of 476,250, and that

·7· ·leaves a balance of $1,914,611.· And this is the program

·8· ·that, as you know, we have the remainder of through

·9· ·March of '17 to expand those loan guaranties for the

10· ·State Small Business Credit Initiative, and as Christian

11· ·has talked about, they've been marketing to try to get

12· ·those funds guaranties out the door prior to that time I

13· ·think.· So with that, we have a projected ending balance

14· ·right now of 1,914,611 for the State Small Business

15· ·Credit Initiative, and hopefully we'll get those loan

16· ·guaranties done prior to that time.

17· · · · · · · · · ·Going on to the next page of the

18· ·Secretary Treasurer's Report, we have our Capital Outlay

19· ·Appropriation of 12,425,526.· The Board approved the two

20· ·projects this morning for Lotte Chemical and LACC of

21· ·2,170,000, which leaves a balance of 10,255,526.· We

22· ·have currently projects under review of 3,600,000, which

23· ·leaves a projected yearend balance of 6,655,5 26.

24· · · · · · · · · ·We have Appropriated in HB2 for Capital

25· ·Outlay Funding for EDAP projects $10-million, of which
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·1· ·3-million is in Priority 2 and 7-million is Priority 5.

·2· · · · · · · · · ·And our Capital Outlay Appropriation for

·3· ·the EDRED, we have a balance -- or a projected budget --

·4· ·sorry -- of $42,495, and we have expected that to be our

·5· ·expected ending balance as well.

·6· · · · · · · · · ·And then when you go down to the last

·7· ·page, our projected Fund Balance Revenue is projected at

·8· ·$16,845,679, and our expenses are expected at

·9· ·$16,200,000.· That leaves us with a balance available of

10· ·654,679.

11· · · · · · · · · ·Any questions?· I know that's a lot of

12· ·numbers.

13· · · · · · · ·MR. ROY:

14· · · · · · · · · ·Questions, comments?

15· · · · · · · ·(No response.)

16· · · · · · · ·MR. ROY:

17· · · · · · · · · ·How do you generally look at this past

18· ·fiscal year compared to what is approaching?

19· · · · · · · ·MS. VILLA:

20· · · · · · · · · ·I think we did see an upcrease,

21· ·increase, an uptick and increase in our EDAP programs.

22· ·I know that's always -- or applicants, I should say.  I

23· ·know that's always been a concern that the Board has had

24· ·because we hadn't previously had a lot of projects

25· ·coming forth to the Board for approval.· I definitely
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·1· ·feel that, though, we've seen an increase.· We're

·2· ·bringing more to the Board now.· I think that from the

·3· ·state's perspective, we have to keep our eye on the ball

·4· ·from a cash management projection looking to see where

·5· ·those dollars are going to be expended because we have

·6· ·to go forth and get the appropriation or lines of credit

·7· ·for our Capital Outlay.· So I think that that's

·8· ·something that we're going to see, you know, more this

·9· ·year, especially as we have projects that come under

10· ·review and approval to the Board for EDAP.

11· · · · · · · · · ·So we did have a cut in LED, as we

12· ·mentioned before, in our FY '17 budget that we're

13· ·currently in, in roughly, I think it was, about

14· ·$4.2-milion to LED, which was broken up between

15· ·FastStart, marketing communication and our regional

16· ·economic development appropriations that we give to

17· ·those organizations.· So we're continuing to monitor the

18· ·budget.· We've got Revenue Estimating Committee coming

19· ·up, I believe, October 21st, Mandi, if I'm not mistaken,

20· ·for revenue estimating.

21· · · · · · · · · ·October 21st, does that sound like a

22· ·date?

23· · · · · · · ·MS. MITCHELL:

24· · · · · · · · · ·I'm not sure.

25· · · · · · · ·MS. VILLA:
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·1· · · · · · · · · ·October 20th.

·2· · · · · · · · · ·So we have a revenue estimating that's

·3· ·going to be coming up in the next month, so it will be

·4· ·interesting to see what the estimates are at that time.

·5· ·Hopefully there's no further impacts to state agencies

·6· ·with that.

·7· · · · · · · ·MR. ROY:

·8· · · · · · · · · ·Any comments from staff?· It probably

·9· ·will be a lot of opportunity for the LEDC program and

10· ·the flood area, a lot of those businesses, as everyone

11· ·knows, you buy business interruption, flood insurance,

12· ·et cetera, there's probably a lot of opportunity for the

13· ·program there.· Of course, it would be money put to good

14· ·use, so perhaps we can pick up some guaranties.

15· · · · · · · ·MS. VILLA:

16· · · · · · · · · ·We have about six months left.

17· · · · · · · · · ·So, Brenda, I don't know if you want to

18· ·comment to that.

19· · · · · · · ·MS. GUESS:

20· · · · · · · · · ·One of the things that's taken place is

21· ·the Louisiana Public Facilities, LPFA, has also gone and

22· ·kind of surrendered or gathered some funds directed at

23· ·the flooding, and similar to what happened during

24· ·Katrina, that there were bridge loans that were made

25· ·available for small businesses at that time to serve in
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·1· ·a capacity to be that actual bridge until the insurance

·2· ·companies paid off the little small businesses.· We have

·3· ·seen an increase of phone activity from some of the

·4· ·affected areas, and I think as soon as people can get

·5· ·their housing needs back together, then the business

·6· ·needs will follow in.

·7· · · · · · · · · ·I'd like to publicly take this

·8· ·opportunity to commend Christian, Steve and Shamelda,

·9· ·also Susan.· The staff has worked real hard over the

10· ·last few months.· We're approaching the time of the year

11· ·where our loan activity kind of slows down a little bit,

12· ·but we think we're seeing a lot of the fruits of the

13· ·labors that we've gone through over the last few months

14· ·starting to pay off.

15· · · · · · · · · ·We are also realizing with SBA, one of

16· ·the banks said, you know, they're looking at us as

17· ·another tool in their toolbox, so we're going to be

18· ·exploring a lot of the opportunities.· And we plan to be

19· ·very busy between now and the end of year and through

20· ·March 30th of next year, which is when the program

21· ·sunsets.

22· · · · · · · · · ·MR. ROY:

23· · · · · · · · · · · · We commend staff.· I know that

24· ·several of you were personally impacted by the flood, so

25· ·tough to concentrate on work sometimes when you have
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·1· ·such personal needs.

·2· · · · · · · ·MS. VILLA:

·3· · · · · · · · · ·One thing I would like to add to what

·4· ·Brenda just said, and even I mentioned it, even though

·5· ·this program is sunsetting from the federal standpoint,

·6· ·that just means that from their standpoint, once we

·7· ·receive in these recycled funds, it no longer carries

·8· ·the federal constraints or requirements that we have

·9· ·with them, but this program is going to continue.· Our

10· ·loan guaranty programs will continue.· We'll continue to

11· ·use those resources that we were given from the federal

12· ·government to continue with our loan guaranty program so

13· ·we can service the needs of the community in that way.

14· · · · · · · ·MR. ROY:

15· · · · · · · · · ·I think we'll hear more in a minute

16· ·about default, but our default rate is petty low; right,

17· ·so expect to get most of the money back?

18· · · · · · · ·MS. VILLA:

19· · · · · · · · · ·Yes, sir.

20· · · · · · · ·MS. GUESS:

21· · · · · · · · · ·Yes, sir.

22· · · · · · · ·MR. ROY:

23· · · · · · · · · ·Very good.· Any other questions or

24· ·comments?

25· · · · · · · ·(No response.)
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·1· · · · · · · ·MR. ROY:

·2· · · · · · · · · ·Hearing none, I'll entertain a motion to

·3· ·accept the Treasurer's Report.

·4· · · · · · · ·MS. THAM:

·5· · · · · · · · · ·Move to accept.

·6· · · · · · · ·MR. ROY:

·7· · · · · · · · · ·Motion.

·8· · · · · · · ·MR. ANDRE:

·9· · · · · · · · · ·Second.

10· · · · · · · ·MR. ROY:

11· · · · · · · · · ·Second.

12· · · · · · · · · ·All in favor, "aye."

13· · · · · · · ·(Several members respond "aye.")

14· · · · · · · ·MR. ROY:

15· · · · · · · · · ·All opposed, "nay."

16· · · · · · · ·(No response.)

17· · · · · · · ·MR. ROY:

18· · · · · · · · · ·It's accepted.

19· · · · · · · · · ·The Accountant's Report, Mr. Smith.

20· · · · · · · · · ·Any comments from the public on that?

21· · · · · · · ·(No response.)

22· · · · · · · ·MR. ROY:

23· · · · · · · · · ·Accountant's Report, Mr. Smith.

24· · · · · · · ·MR. SMITH:

25· · · · · · · · · ·Morning.· Yes.· My job is to come and
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·1· ·tell you what's performing and what's not performing,

·2· ·and my report at this time will be similar to my report

·3· ·for the last, maybe, five years.

·4· · · · · · · · · ·LED Status Report as of August 31st,

·5· ·2016, we have three loans on the books performing EDAP

·6· ·and EDLOPs for their loans.· They're all performing with

·7· ·a total of 768,469 as of end of August 31st, 2016.

·8· · · · · · · · · ·In the old LEDC loan program, there's,

·9· ·right now, as we speak, one loan, Depot Drilling, the

10· ·balance of that loan they're paying down.· It's 164,516.

11· ·Of course, we have to have allowances set up for default

12· ·for the guaranty loans of 18 percent for EDLOP and EDAP

13· ·loans is 15 percent, which is standard.· That means that

14· ·none of those particular loans are headed toward default

15· ·or late.

16· · · · · · · · · ·Total EDLOP, the total EDLOP balance, as

17· ·we said, is 768,146.· Fifteen percent of that is a

18· ·reserve, which is 115,270.· The old Loan Guaranty

19· ·Program is 164,516, 18 percent, 29,613 as of August

20· ·31st.

21· · · · · · · · · ·Then we move to the SSBCI Guaranty Loan

22· ·portfolio.· As of August 31st, 2016, we have 22 current

23· ·loans, and I am, again, happy to report that there's no

24· ·one in default.· There's no one late as of August 31st.

25· ·And so you spoke about our default rate, I think we've
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·1· ·had one default since I've been here, and I've been

·2· ·here, what, almost nine years now?· And it's been so

·3· ·long I can't even remember what that was that defaulted,

·4· ·but it was an old loan in an old program.

·5· · · · · · · · · ·And so that concludes my good news

·6· ·report, but I have in my hand, we're getting ready to

·7· ·embark upon the time of the year where the legislative

·8· ·auditors are coming in and visiting us for the next two

·9· ·to three months as usual, so maybe by the end of October

10· ·we would have our VP evaluations back and we can close

11· ·out June 31st and we'll be visited by the auditors and

12· ·we'll bet be getting back with you with our final

13· ·financial reports.· Hopefully sooner than January like

14· ·we did last year.· I think January or February.· I can't

15· ·remember.

16· · · · · · · · · ·That concludes my report.

17· · · · · · · ·MR. ROY:

18· · · · · · · · · ·Questions, comments?

19· · · · · · · ·(No response.)

20· · · · · · · ·MR. ROY:

21· · · · · · · · · ·You said our formal is 14 or 15 percent

22· ·of the balance, the total reserve; is that what you

23· ·said?

24· · · · · · · ·MR. SMITH:

25· · · · · · · · · ·No.· It was 18 percent for guaranty
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·1· ·loans, 15 percent for EDLOP and EDAP loans per board

·2· ·memorandum.

·3· · · · · · · ·MR. ROY:

·4· · · · · · · · · ·Far above our historical losses.

·5· · · · · · · ·MR. SMITH:

·6· · · · · · · · · ·Right.

·7· · · · · · · ·MR. ROY:

·8· · · · · · · · · ·Okay.· Any other questions or comments?

·9· · · · · · · ·(No response.)

10· · · · · · · ·MR. ROY:

11· · · · · · · · · ·Motion to accept the Accountant's

12· ·Report.

13· · · · · · · ·MS. THAM:

14· · · · · · · · · ·Move to accept.

15· · · · · · · ·MR. ROY:

16· · · · · · · · · ·Motion.

17· · · · · · · ·MS. MITCHELL:

18· · · · · · · · · ·Second.

19· · · · · · · ·MR. ROY:

20· · · · · · · · · ·Second.

21· · · · · · · · · ·All in favor, "aye."

22· · · · · · · ·(Several members respond "aye.")

23· · · · · · · ·MR. ROY:

24· · · · · · · · · ·All opposed, "nay."

25· · · · · · · ·(No response.)

http://www.torresreporting.com/


·1· · · · · · · ·MR. ROY:

·2· · · · · · · · · ·Without objection.

·3· · · · · · · · · ·Ms. Mitchell, President's Report.

·4· · · · · · · ·MS. MITCHELL:

·5· · · · · · · · · ·Yes, sir.· Good morning, everyone.· Glad

·6· ·to be here to provide a report to you on behalf of

·7· ·Secretary Pierson, so thank you-all very much for being

·8· ·here today.

·9· · · · · · · · · ·As you know, a lot has happened since we

10· ·last meet in April and we ended up having to cancel our

11· ·last meeting due to our attention can focus on flood

12· ·recovery, response and recovery, as well as many of our

13· ·own staff members unfortunately being affected by this

14· ·flood disaster, so we do thank you-all, fellow Board

15· ·members, for being flexible.

16· · · · · · · · · ·In response to the flood disaster, LED

17· ·is sprang into action, and in conjunction with the Small

18· ·Business Administration and the Louisiana Small Business

19· ·Development Center Network, we have established

20· ·throughout the state eight business recovery centers

21· ·that are providing onsite services to businesses, small

22· ·businesses in particular, that have been impacted by the

23· ·flood.· We also established very early on an online

24· ·portal of business recovery resources.· We were, if not

25· ·the first, one of the first to do so to provide a
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·1· ·one-stop shop of information on resources available to

·2· ·businesses trying to get themselves back up and running

·3· ·after the flood.

·4· · · · · · · · · ·We also worked with Economist Dek

·5· ·Terrell to develop an official economic impact report of

·6· ·the flood so that Governor Edwards had with him some

·7· ·official record of the damages and the economic impact

·8· ·of the flood as he and his team pursue appropriations,

·9· ·federal appropriations, from Congress to assist

10· ·Louisiana in flood recovery.

11· · · · · · · · · ·So the estimated impact, not counting

12· ·any impact to public infrastructure, is around

13· ·$8.7-billion and about 3-billion of that hitting

14· ·Louisiana businesses on natural losses of inventory,

15· ·impacting their infrastructure and business

16· ·interruption.· So it was a significant event, and LED,

17· ·in addition to our day-to-day responsibilities, we are

18· ·continuing to do everything that we can to help our

19· ·businesses get back on their feet.

20· · · · · · · · · ·And then within that number, which just

21· ·may be of interest to you, there's an estimated impact

22· ·of about $110-million to the agriculture sector, which

23· ·is critical to Louisiana, particularly rice and soybean

24· ·crops took a significant hit.· So there are about 900

25· ·businesses that were interrupted by the flooding that
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·1· ·began on August 11th and that continued for days, and we

·2· ·estimate, also, about 6,000 businesses in 22 different

·3· ·parishes actually were impacted in some way, shape or

·4· ·form by the flood.

·5· · · · · · · · · ·Good news, if we want to project it,

·6· ·most of our major industries in the state remained open

·7· ·and continuing their operations successfully.· Our

·8· ·challenge remains, obviously, in restoring small

·9· ·businesses and helping residential repair housing

10· ·because the information that we provide with economic

11· ·impact actually translates both to the commercial impact

12· ·and to the residential impact.

13· · · · · · · · · ·We also, we were working on launching an

14· ·innovative, new program to help small construction

15· ·companies build a solid foundation for their businesses

16· ·for growth and success through the Louisiana

17· ·Contractor's Accreditation Institute.· So that's going

18· ·to be conducted throughout October and November

19· ·throughout the state.· That will help small and emerging

20· ·construction companies learn the basics of the industry

21· ·and prepare for the state's licensing exam, and that's

22· ·going to be critical, even more so now, to get Louisiana

23· ·businesses back on their feet and give them the

24· ·knowledge and capacity to be able to help with the flood

25· ·recovery.

http://www.torresreporting.com/


·1· · · · · · · · · ·Besides the focus on flood recovery, our

·2· ·team has been heavily focused on implementing the

·3· ·executive order issued on June 24th, 2016, which

·4· ·provided some significant reforms to the Industrial Tax

·5· ·Exemption Program, and our sister board, the Board of

·6· ·Commerce and Industry, is actually overseeing those

·7· ·changes to that program.· So what the Governor's

·8· ·executive order eventually did was two key things,

·9· ·provided a voice for local government as well as

10· ·accountability for program participants through job

11· ·creation.· And so we are focused very closely on

12· ·ensuring a smooth implementation of the executive order

13· ·so that companies and local governments and the state

14· ·can all work together to make sure that our program

15· ·remains competitive as one of 39 states that offer

16· ·industrial tax exemption.· And for the first time,

17· ·Louisiana will be in line with the other 38 states in

18· ·having local approval as part of the process.

19· · · · · · · · · ·Just some notes.· We're also monitoring

20· ·the Task Force on Structural Change and Budget and Tax

21· ·Policy, which will soon be producing a report of

22· ·recommendations for the Governor and the legislature to

23· ·take a look at for the 2017 session as it pertains to

24· ·tax reform.· And that's why Louis Reine is absent today

25· ·because he also serves on that task force and their
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·1· ·meting is this morning as well.

·2· · · · · · · · · ·Just some highlights on some good news

·3· ·that recently has come to LED.· Area Development has

·4· ·ranked Louisiana Number 5 in its Annual Top States For

·5· ·Doing Business Report.· We climbed three spots from last

·6· ·year.· We were ranked Number 8, and it's the higher

·7· ·ranking we've ever gotten from this publication.· And

·8· ·just a bit of background for you, this serves as one of

·9· ·the nation's top sites selection consultants weighing in

10· ·on their experiences in doing businesses in different

11· ·states around the country.

12· · · · · · · · · ·Some other good news is that LED has

13· ·launched its first Diversity Committee for Small

14· ·Business Growth.· We have reaffirmed our longstanding

15· ·commitment to developing and advocating for woman and

16· ·minority-owned businesses throughout the state, so we

17· ·have a really good cross section of organizations that

18· ·promotes those goals as part of our Diversity Committee.

19· ·They've already held their first meeting and they will

20· ·continue to meet not only in Baton Rouge, but throughout

21· ·the state and get input on what the state can be doing

22· ·to help support those businesses.

23· · · · · · · · · ·So it's been a brisk Summer for LED, to

24· ·say the least, and we expect that pace to continue

25· ·throughout the Fall, but we do thank y'all for your
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·1· ·service on the Board and thanks for working with the

·2· ·department.

·3· · · · · · · ·MR. ROY:

·4· · · · · · · · · ·Thank you Ms. Mitchell.

·5· · · · · · · · · ·Any other business?

·6· · · · · · · ·(No response.)

·7· · · · · · · ·MR. ROY:

·8· · · · · · · · · ·Hearing none, I'll entertain a motion to

·9· ·adjourn.

10· · · · · · · ·MR. ANDRE:

11· · · · · · · · · ·So moved.

12· · · · · · · ·MS. THAM:

13· · · · · · · · · ·Second.

14· · · · · · · ·MR. ROY:

15· · · · · · · · · ·Motion and second.

16· · · · · · · ·(Meeting concludes at 11:05 a.m.)
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·1· ·REPORTER'S CERTIFICATE:

·2· · · · · · · ·I, ELICIA H. WOODWORTH, Certified Court

·3· ·Reporter in and for the State of Louisiana, as the

·4· ·officer before whom this meeting for the Board of

·5· ·Directors of the Louisiana Economic Development

·6· ·Corporation, do hereby certify that this meeting was

·7· ·reported by me in the stenotype reporting method, was

·8· ·prepared and transcribed by me or under my personal
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 1               MR. ROY:
 2                   Good morning.  If everyone will have a
 3   seat, we'll get started.  Glad to know even the
 4   government can say let there be light, and there's
 5   light.
 6                   Call to order the Board of Directors of
 7   the Louisiana Economic Development Corporation.
 8                   Rollcall, please
 9               MS. SORREL:
10                   A.J. Roy.
11               MR. ROY:
12                   Here.
13               MS. SORREL:
14                   Alden Andre.
15               MR. ANDRE:
16                   Here.
17               MS. SORREL:
18                   Louis Reine.
19               (No response.)
20               MS. SORREL:
21                   Susan Tham.
22               MS. THAM:
23                   Here.
24               MS. SORREL:
25                   Mandi Mitchell.
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 1               MS. MITCHELL:
 2                   Here.
 3               MS. SORREL:
 4                   Cal Simpson.
 5               (No response.)
 6               MS. SORREL:
 7                   Nitin Kamath.
 8               MR. KAMATH:
 9                   Here.
10               MS. SORREL:
11                   Will Campbell.
12               MR. CAMPBELL:
13                   Here.
14               MS. SORREL:
15                   We have a quorum.
16               MR. ROY:
17                   Very good.  I'll ask everyone to please
18   silence their cell phones.
19                   Before we go any further, it is my
20   privilege to introduce our new board member, Mr. Will
21   Campbell to my left.
22                   Mr. Campbell, welcome.  Glad you could
23   join us.  We look forward to serving with you.  Perhaps
24   you'd like to say a few words.
25               MR. CAMBELL:
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 1                   Good morning to everybody.  Just glad to
 2   be a part of the Board here.
 3                   Just to give you a little bit about my
 4   background, I'm from a little town called Lucedale
 5   Mississippi, graduated from University of South Alabama
 6   with my undergrad degree.  I got my master's from
 7   Liberty University in Lynchburg.  Spent about 17 years
 8   in the military; retired out in 2003 as a captain.  I've
 9   been in banking about 20-something years.  I worked for
10   Wells Fargo, Capital Bank.  I was an SBA man for a
11   number of years.  Now I'm VP of Commercial Services for
12   Ascension Federal Credit Union.
13                   I love coaching home school basketball,
14   and wife and three beautiful children, and, you know,
15   she's the boss of the house, so...
16               Just glad to be here and part of the Board
17   in any way we can assist.  Thank you.
18               MR. ROY:
19                   Thank you.
20                   The first order of business is the
21   approval of the April 15th minutes.
22               MS. MITCHELL:
23                   Move to approve.
24               MR. ROY:
25                   Motion to approve as presented.
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 1               MR. ANDRE:
 2                   Second.
 3               MR. ROY:
 4                   Second.
 5                   Any discussion?
 6               (No response.)
 7               MR. ROY:
 8                   Hearing none, all in favor, "aye."
 9               (Several members respond "aye.")
10               MR. ROY:
11                   All opposed, "nay."
12               (No response.)
13               MR. ROY:
14                   Without objection.
15                   Next order of business, the inhouse
16   approvals, Small Business Local Guaranty Program.  Who's
17   going to give us an update on that?
18               MR. BAHAM:
19                   I'll be happy to give you a quick update
20   on this loan.  We did this one back in June, earlier in
21   this year.  This was done by Ms. Shamelda Pete, one of
22   our loan officers, who's unable to attend today.  This
23   one being considered is True Fund Financial Services out
24   of New Orleans for Gulf South Engineering and Testing.
25   They specialize in engineering and soil testing.  The
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 1   company's been around since 2011.  They were mainly
 2   looking for a new loan for additional trucks.  They
 3   currently have a staff of 18 employees, which they were
 4   planning on a hiring minimum of two new jobs.  The main
 5   reason they were acquiring these vehicles is they have a
 6   contract with the expansion of New Orleans Airport to do
 7   a lot of the groundwork involved with the new runways
 8   and terminals.
 9                   Very good business.  Been around for,
10   like I said, since 2011.  They're growing fairly strong.
11   We actually picked this one up after having meetings
12   earlier this year at the Bankers Conference in New
13   Orleans.  We met with True Fund after the conference and
14   kind of went through the loan, and Shamelda piked it up
15   and knocked it out of the park with this one.
16               MR. ROY:
17                   Very good.  Any questions or comments
18   from the Board?
19               (No response.)
20               MR. ROY:
21                   This is approved.  This is just by way
22   of information for everyone.
23                   Thank you.
24                   Next order of business is under the EDAP
25   Program, Lotte Chemical Louisiana, LLC, and, for the
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 1   record, Mr. Andre is going to recuse himself.  He feels
 2   that he should do so.
 3                   Steve.
 4                   Morning.
 5               MR. ROCK:
 6                   Good morning.
 7               MR. BAHAM:
 8                   With me today for the first EDAP request
 9   that we have for Lotte Chemical is Mr. Jim Rock, who is
10   right here to my left, and the consultant for the
11   project, Mr. Jesse Broderick.
12                   This EDAP is an unsponsored EDAP award
13   for payroll credit in the amount requested of
14   $1,470,000.
15                   Lotte Chemical of Louisiana, LLC is a
16   wholly-owned subsidiary of Lotte Chemical USA
17   Corporation.  They have been around since 1976.  They
18   continue to grow by successfully expanding their
19   business operations through vertical immigration of both
20   its raw material extraction and also production of new
21   products.  They're a global company.  They sell to
22   companies, other companies around the world, and
23   approximately 152 countries and growing.
24                   Their most recent expansion, which this
25   EDAP request is for, is for a new -- bare with me.  I'm
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 1   not familiar with these terms -- 700 kiloton per annum
 2   or 1.5-billion pounds per year of monoethylene glycol
 3   plant in Westlake, Louisiana, which is in Calcasieu
 4   Parish.  The new plant will be fully integrated with our
 5   next EDAP request for the newly-formed joint venture of
 6   LACC, LLC, which that is proposing a 1,000 kiloton per
 7   annum or 2.2-billion pounds per year ethenol cracker.
 8                   The proposed monoethylene glycol plant
 9   or MEG has the capacity to produce products to be
10   distributed to customers throughout primarily US, Europe
11   and Asia, and once it's completed and fully operational,
12   this will be the largest MEG plant of the kind in the
13   US.
14                   As I said, the EDAP request is for
15   $1,470,000.  We will be assisting with infrastructure
16   and improvements.  Primarily we're looking at road
17   upgrades and associated activities with the
18   infrastructure.
19                   Lotte Chemical will provide the state
20   with either a first position mortgage or equivalent
21   because it is an unsponsored, so it's all owned by
22   private property.  The total project is approximately
23   $1.1-billion.  It would be the infrastructure
24   improvement of 1.47-billion.  It is .14 percent of the
25   overall project budget.  The rest of it will be financed
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 1   primarily through the company itself.
 2                   Job performance goals that the company
 3   has agreed to is to create and maintain 80 new jobs at
 4   an annual payroll of 8.1-million to be reached by 2022.
 5   And just for comparison purposes, Calcasieu Parish's
 6   unemployment rate in July 2016 is 5.5 percent as
 7   compared to the state rate of 6.9 percent for the same
 8   time period, and the per capita income of Calcasieu
 9   Parish in 2014 was just over $40,000 compared to the
10   state per capita of $42,000.
11                   Staff recommends approval of this
12   project as an unsponsored EDAP payroll credit award with
13   our basic contingencies that we normally have.  The
14   company has agreed to create those 80 jobs and maintain
15   them through the life of the EDAP project with the
16   associated payroll of 8.1-million through 2022.
17   Additionally, the total capital investment by Lotte
18   Chemical and the Westlake facility will be invested by
19   the company at a rate of 1.1-billion to be hit by May
20   1st, 2018.
21                   And with that, I'm going to turn it over
22   to Mr. Rock and Mr. Broderick as they have a little bit
23   more information about the company and give you a little
24   bit more detail about the activities that are taking
25   place in Westlake.
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 1               MR. ROCK:
 2                   Thanks, Steven.
 3                   I'm Jim Rock.  I'm the executive
 4   director of the site for Lotte Chemical, USA, which has
 5   ownership of both LACC and LCLA.  They own 100 percent
 6   of LCLA, which is Lotte Chemical of Louisiana, and they
 7   own 90 percent of LACC, which is located at Axiall
 8   Corporation.  And the investment for LACC is a
 9   1.9-billion.  For LCLA, it's 1.1-billion for a total of
10   $3-billion.
11                   And one thing I'll start out by saying,
12   I've heard it pronounced Lotte, Lotte, and Lotte, and
13   it's actually Lotte.
14               MS. MITCHELL:
15                   Thanks for that correction.  That was
16   going to be my question.
17               MR. ROCK:
18                   They're headquartered in South Korea.
19   It's a very large corporation, very integrated
20   corporation that has a lot of retail products of
21   beverages, foods, hotels, hotels in New York City and
22   around the world.  They've got total of 200,000
23   employees worldwide, including about 70,000 in Korea and
24   South Korea, and elsewhere in the world.  The investment
25   represents not only the largest MEG plant in the US, by
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 1   far the largest investment that Lotte has.  Prior to
 2   this investment, we had about a 303-employee facility
 3   just outside of Hyundai manufacturing plant in Southeast
 4   Alabama, so this is a big investment for Lotte, a big
 5   investment for -- a foreign investment for the State of
 6   Louisiana and we're glad to pick Louisiana because of
 7   the workforce, because of the -- deepwater ports, also
 8   the Lake Charles plant and also the integration with the
 9   what used to be BP industries and it became Axiall and a
10   couple weeks ago became part of the Westlake Chemical.
11               MR. ROY:
12                   Any questions or comments?
13               MS. MITCHELL:
14                   Mandi Mitchell, Assistant Secretary.
15   Thank y'all for being here today.
16                   I was just looking through your
17   presentation and wanted to emphasize the economic impact
18   of the project being 66.7-million and an estimated local
19   tax revenue of 215-million over the 10-year period.  Did
20   you want to elaborate on that?
21               MR. ROCK:
22                   Well, our total improvement for the two
23   sites is going to exceed about 215 or so.  We've also,
24   right now, the Lotte offices are in Houston, Texas.
25   That's because CB&I was already in contract for a
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 1   project and then contemplated moving the USA
 2   headquarters into Louisiana to Westlake.  If that comes
 3   comes to fruition, that's going to bring, as you can
 4   imagine, high-salary jobs.  There will be a lot of state
 5   income tax abatement and a lot of purchases if somebody
 6   moves, they're buying houses; they're buying groceries;
 7   they're buying gas; they're going out to eat at
 8   restaurants.  There's a lot of other investments going
 9   into Calcasieu Parish, as I'm sure you're aware of, so
10   it's going to be a tremendous benefit for the parish as
11   well as the state.
12               MS. THAM:
13                   Can I ask quickly what the number of
14   people at the headquarters currently is?
15               MR. ROCK:
16                   We're anticipating that it's going to
17   add about 25 jobs, president, financial, HR.
18               MS. THAM:
19                   All high salary?
20               MR. ROCK:
21                   Right.
22               MR. ROY:
23                   Yes, sir.
24               MR. BRODERICK:
25                    My name is Jesse.  I just want to add
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 1   to your comment that the state revenue of 66.7, I mean,
 2   that's mostly made up of the sales tax and the benefits
 3   the state will get from the indirect jobs that come.
 4   What's not included is the anticipated income tax
 5   revenue.  Now, you could anticipate there could be over
 6   300-million in additional income tax that the State of
 7   Louisiana will get over the next 10 years as a result of
 8   this project.
 9               MR. ROY:
10                   I'm sorry.  I missed your title and
11   name.
12               MR. BRODERICK:
13                   Jesse Broderick.  I'm managing partner
14   of SumIT Credit.
15               MR. ROY:
16                   Thank you.
17                   Any other questions or comments?
18               MR. CAMPBELL:
19                   I just want to ask, what motivated you
20   to look at purchasing this particular project?
21               MR. ROCK:
22                   Well, this project is important for
23   Lotte because they wanted to take advantage of the
24   low-priced ethane, which was a stateside ethylene
25   cracker.  Other parts of the world, ethane is either
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 1   very expensive or nonexistent and does not fit the other
 2   feedstock, so being able to take advantage of the low
 3   cost of ethane was a very important factor into this
 4   area.  And, also, building a plant, the smaller you
 5   build a plant, the less economy of scale have, so they
 6   wanted to build a full-scale facility, and they had
 7   demand for about 1-billion pounds a year to meet their
 8   MEG requirements.  And Axiall, who uses approximately
 9   about a billion pounds a year for their Westlake
10   facility, and so in their existing Westlake facility,
11   they produced, according to cost of just the basic
12   products, to sell most of the cost, about 65 percent of
13   chlorine will be used in derivative products, and those
14   derivative products all contain a carbon molecule and
15   the ethane and carbon molecule in the plant.  So they
16   produce perchloroethylene, trichloroethylene, methyl
17   chloroform, EDC is ethylene dichloride and dichloride,
18   which goes to the EBC, which, you know, is housing and
19   that sort of...
20               MR. CAMPBELL:
21                   Got you.
22               MR. ROCK:
23                   So we looked for a partner that needed
24   about the equivalent amount of ethylene.
25               MR. ROY:
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 1                   Good match and a great place to do
 2   business.
 3               MR. CAMPBELL:
 4                   Got you.
 5               MR. ROY:
 6                   Anyone else?
 7               (No response.)
 8               MR. ROY:
 9                   Hearing none, I'll entertain a motion.
10               MS. MITCHELL:
11                   Move to approve the unsponsored EDAP for
12   Lotte Chemical at 1.47-million.
13               MS. THAM:
14                   Second.
15               MR. ROY:
16                   Motion and a second.
17                   Any other discussion?
18               (No response.)
19               MR. ROY:
20                   Hearing none, all in favor, "aye."
21               (Several members respond "aye.")
22               MR. ROY:
23                   All opposed, "nay."
24               (No response.)
25               MR. ROY:
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 1                   Any comments from the public?
 2               (No response.)
 3               MR. ROY:
 4                   Hearing none, it's approved.
 5   Congratulations.  Please keep us posted on your success.
 6               MR. ROCK:
 7                   Thank you.
 8               MR. ROY:
 9                   Next order of business is LACC, LLC, US,
10   and that's the Axiall Corporation.  They related a
11   project?
12               MR. BAHAM:
13                   With me again is Mr. Jim Rock and Jesse
14   Broderick representing LACC here for this project.
15                   As Mr. Rock pretty much summed up the
16   relationship between the two companies in his
17   presentation just a minute ago, I'll go ahead and quick
18   you a quick rundown.
19                   As he said, Lotte Chemical is building a
20   new facility, which we just approved to assist in the
21   infrastructure improvements at the Westlake location
22   next door to Axiall Corporation.
23                   Just to give you a brief history, Axiall
24   Corporation has been operating in Southwest Louisiana
25   for many decades, I believe over 70 years now, and
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 1   they're a global provider of chemicals and building
 2   products.  They mainly utilize natural resources in its
 3   essential ingredients, like chlorine, caustic soda,
 4   needed to create products such as minor building
 5   materials, siding, windows, doors, trims, pipefitting,
 6   et cetera.
 7                   For Axiall Corporation, this joint
 8   venture plant represents continued investment into the
 9   State of Louisiana and the people of Calcasieu Parish.
10   This new plant, which is a joint venture between Lotte
11   and Axiall, will be, once created, it's a newly-created
12   ethenyl cracker, will be able to produce approximately
13   1-million metric tons of ethylene a year.  Also, for
14   Lotte, not only is this representing an expansion of
15   their operations here in the US, but it marks the first
16   Korean-based petrochemical company to locate here than
17   anywhere in the United States.
18                   This particular EDAP request is for
19   700,000, which will also go towards improvements to the
20   infrastructure or additions to privately-held
21   infrastructure, like rooms and all of the associated
22   pieces that go with that.
23                   The total project for this is
24   $1.9-billion of which the 700,000 represents just .04
25   percent of the overall cost of the project.  Similar
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 1   documents and payroll commitments made for this
 2   particular plant.  Axiall has agreed to retain 1,600
 3   jobs with an approximate annual payroll of $86-million
 4   at an increase of two percent per year through 2022.
 5   And, also, LACC, which is the new joint venture, has
 6   agreed to create and retain 135 new jobs throughout the
 7   life of the EDAP at an annual payroll of 11.5-million by
 8   2022.
 9                   Just to reiterate, the previous project
10   and this protect, while they're related and while Lotte
11   Chemical does own 90 percent of this joint venture,
12   they're two separate entities.  The 80 jobs from the
13   previous EDAP will be separate.  They are totally
14   separate from the 135 jobs and payroll for this plant,
15   so they will be reported and that's why they're being
16   presented as two separate projects because they are
17   legally two separate entities and all of the jobs and
18   investment will be completely separate.
19                   Staff would recommend -- recommends
20   approval of this protect as an unsponsored EDAP and
21   payroll award.  Axiall has, as I said, agreed to retain
22   1,600 jobs with an estimated payroll of 66-million to be
23   increased by two percent annually, and LACC will create
24   135 new jobs with an estimated payroll of 11 and half
25   million by 2022.  We have all of our standard
0020
 1   contingencies, which I might add the additional
 2   investment by LACC will be at least 1.9-billion by May
 3   1st, of 2018.
 4                   And I'm going to pass it over to
 5   Mr. Rock and Mr. Broderick for any additional
 6   information I may have missed or skimmed over and answer
 7   any questions you have.
 8               MR. ROY:
 9                   Before you begin, just for the record,
10   Mr. Andre is recusing himself from this matter as well.
11                   You may proceed.  Thank you.
12               MR. ROCK:
13                   This project, the LACC part is important
14   because you can't make MEG without the E, so that's why
15   it's titled that project.
16                   The Axiall portion is going to supply
17   their ethylene need for their Lake Charles or Westlake
18   facilities of both the North and South plant, and
19   currently -- that plant started up in 1947, so it's got
20   over 70 years of operations since that time.  In the
21   early 1960s, when the plant expanded and started to
22   produce for the -- in like with those projects and so
23   they started purchasing ethylene at that time.  So right
24   now, the plant is, historically since the '60s, have
25   bought ethylene from a variety of producers in Southeast
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 1   Texas and around Louisiana getting their own
 2   producer-based economics.  Ethylene is going to help
 3   ensure the actual plant can operate another 70 years.
 4   It's very competitive.  That's why it's important.
 5               MR. ROY:
 6                   Would you like to add anything to that
 7   before we have questions?
 8               MR. BRODERICK:
 9                   No.  At this time, I'm just going to
10   help answer any questions.
11               MR. ROY:
12                   Questions or comments?
13               MS. THAM:
14                   It appears that there's plenty of demand
15   for this project; right, just in the companies here that
16   even building such a big facility, it's not going to
17   surpass the demand, is it?
18               MR. ROCK:
19                   No, certainly not.  There will be no
20   other -- no other ethylene plants will be shutting down
21   as a result of this.
22               MR. BRODERICK:
23                   I guess I could point out if you have
24   your presentation in front of you, if you looked at the
25   map, you can see that these two facilities will
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 1   literally be right next to each other.  They are
 2   altogether.
 3                   Page 3 of the slide presentation of the
 4   project.
 5               MR. CAMPBELL:
 6                   I just have a question real quick.  I
 7   was kind of noticing the financial showing that the
 8   revenues were decreasing for actual.  What was the main
 9   reason for that piece?
10               MR. BRODERICK:
11                   I think over in 2013, '14 and '15, like
12   it went from -- if I'm looking at this correctly.
13               MR. CAMPBELL:
14                   Looks like it dropped from 3,700,000 to
15   3,300,000.
16               MR. BRODERICK:
17                   Are you looking at the prior year
18   financials?
19               MR. CAMPBELL:
20                   Yes, yes.  The credit memo.
21               MR. ROCK:
22                   This is for Lotte Chemical or is this
23   for Axiall?
24               MR. CAMPBELL:
25                   Axiall, right.
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 1               MR. BAHAM:
 2                   What page is that on, Mr. Campbell?
 3               MR. CAMPBELL:
 4                   It's on Page, I think, 133 under the
 5   Financial Analysis section.
 6               MS. THAM:
 7                   There's a Comparative Financial
 8   Statement on 174, too, that shows the three years.
 9               MR. ROCK:
10                   You're talking about Reduced Revenue for
11   Axiall Corporation?
12               MS. THAM:
13                   Right.  The sales went down
14   significantly.
15               MR. ROCK:
16                   Yeah.  I mentioned earlier their base
17   products are chlorine and caustic soda and they used
18   very little of the caustic in their production and sell
19   most of that.  A lot of cost that goes into the alumina
20   industry, and whether they -- they sell, they market
21   maybe 35 percent of the chlorine and use the other 65
22   percent in their derivatives products, but they sell
23   90-something -- over 90 percent of the caustic.  So the
24   caustic price is like a sign, it goes up and down, up
25   and down according to demand, and a lot of that, they
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 1   export all of that caustic to South America and the
 2   other countries where there's large alumina plants and
 3   the alumina industry has taken a hit, you might be aware
 4   of here.  Domestically, as well as a lot of the alumina
 5   industry is down, a lot of those plants are shut down,
 6   so the price of caustic, which varies tremendously, has
 7   a gigantic impact on revenue.
 8               MS. MITCHELL:
 9                   If I may, just to piggyback on what the
10   gentlemen just mentioned about the alumina industry,
11   just because I'm directly involved with efforts of one
12   of our aluminum plants in the state here to try and help
13   retain those jobs, they have taken a significant hit
14   because of unfair practices of China basically dumping
15   alumina into our industry, into the market and driving
16   those prices down and putting pressure on the alumina
17   plants that we do have in the US.  And so I can speak to
18   that directly because I'm involved with an effort to try
19   to raise awareness of this issue amongst or members of
20   congress because we have one plant here in Louisiana
21   with almost 400 jobs that we're trying to help retain.
22               MR. CAMPBELL:
23                   The reason I ask the question, and I
24   just want to make sure, the impact of the profitability
25   the company.
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 1               MR. ROCK:
 2                   This project is going to help because,
 3   like I mentioned, the price of caustic goes up and down
 4   and so it's very atypical for the nature of it, and
 5   Axiall is one of the few companies that is not packing
 6   and making their own ethylene.  So this is going to help
 7   us be competitive with other --
 8               MS. THAM:
 9                   So if they're primarily chlorine and is
10   this a major diversification for this?
11               MR. ROCK:
12                   Well, it's a diversification that
13   started in the early '60s, so it's been around for a
14   while, and that's where a lot of most of the chlorine
15   and chlorinated-derivative products, you know, vinyl,
16   all kind of products that's used in your home, the
17   vehicle, PVC, of course, and all kinds of house building
18   and industrial building materials.  That's kind of where
19   the growth of the chlorine market has been for a couple
20   of decades.
21               MR. ROY:
22                   What percentage of the world's ethylene
23   will this plant produce once it's up and running as the
24   largest ethylene plant in the world?
25               MR. ROCK:
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 1                   Well, it's the largest -- I think we
 2   said the largest MEG plant that was built in the United
 3   States.  So there are ethylene plants larger than the
 4   one we're building.  Actually one right across the
 5   interstate.  Sasol is building one that's larger than
 6   this right now, but percentage-wise, I don't know.
 7               MR. ROY:
 8                   It's the largest what?
 9               MR. ROCK:
10                   MEG plant.
11               MR. ROY:
12                   Plant in the US.
13                   How many MEG plants are in the US?
14               MR. ROCK:
15                   I don't know how many.
16               MR. ROY:
17                   Any other questions or comments?
18               (No response.)
19               MR. ROY:
20                   Comments from the public?
21               (No response.)
22               MR. ROY:
23                   Hearing none, I'll entertain a motion
24   from the board.
25               MS. MITCHELL:
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 1                   Move to approve the $700,000 unsponsored
 2   EDAP for the LACC and Axiall joint venture project.
 3               MR. CAMPBELL:
 4                   And I second that.
 5               MR. ROY:
 6                   Motion and second.
 7                   Any other discussion?
 8               (No response.)
 9               MR. ROY:
10                   Hearing none, all in favor, "aye."
11               (Several members respond "aye.")
12               MR. ROY:
13                   All opposed, "nay."
14               (No response.)
15               MR. ROY:
16                   Without objection.  Congratulations.
17   Again, please keep us posted.
18               MR. ROCK:
19                   Thank you.
20               MR. BRODERICK:
21                   Thank you.
22               MR. ROY:
23                   Next order of business is one of the
24   SSBCI program, Acadian Cypress & Hardwood, American Bank
25   and Trust.  Mr. Pennington.
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 1               MR. PENNINGTON:
 2                   Good morning.
 3               MR. ROY:
 4                   Good morning.
 5                   Good morning, gentlemen.
 6               MR. PENNINGTON:
 7                   This is Mr. Frank Vallot.  He's the
 8   owner of Acadian Cypress, and Stan is - Mr. Stan from
 9   American Bank and Trust.
10                   I'm excited about this project this
11   morning.  This is a great Louisiana company and a brand
12   new bank; hadn't used our program.  Excited to be
13   working with them as well as American Bank and Trust.
14   Glad to have them at the table.
15                   Basically what Acadian Cypress does is
16   they manufacture lumber, plywood, siding, shingles
17   flooring, fencing, basically wood products essentially.
18   Cypress Hardwoods and the loan they're looking at today
19   is for $1.5-million, of which $250,000 will be carved
20   out as eligible as a refinance.  By rules, we're not
21   allowed to guaranty that, so that would reduce the
22   amount of the loan that we can guaranty down to
23   $1.4-million, of which we'll have a $930,000 guaranty on
24   that.
25                   The purpose of this loan is mostly for
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 1   inventory, to purchase new rolling stock for the
 2   company, and for working capital.  The collateral is
 3   going to be the new rolling stock purchase, properties
 4   that is owned by Mr. Frank, and the collateral more than
 5   meets the one-to-one requirements.
 6                   Now, I have a handout I passed out up
 7   there I think I gave everyone.  There's some appraisals
 8   that came in afterwards, after I sent out the package,
 9   and I just want to make sure that everyone got one, and
10   it more than meets the one-to-one requirement of the
11   collateral.
12                   This loan is going to result in the
13   creation of five new jobs and the retention of 61 new
14   jobs.  And one other thing I want to mention is we got
15   we got this loan package before the flood happened, and
16   they were having an uptick in the hardwood and cypress
17   business before the flood happened.  I'm sure Mr. Frank
18   can talk to that.  They're definitely going to have a
19   great bit of demand in the Baton Rouge area for these
20   type of products.  And I, for one, am happy that a
21   Louisiana Company is going to be supplying the needed
22   materials to rebuild basically Baton Rouge and the
23   state, and with that, I'll hand it over to Mr. Frank to
24   talk about his business and how he's looking to expand
25   and what he's got on the plan.
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 1               MR. VALLOT:
 2                   Good morning.  Thank you, Chairman Roy,
 3   Assistant Secretary Mitchell and the LEDC Board for the
 4   opportunity to be here today.
 5                   I made notes because after being in
 6   business 30 years and starting, I can ramble, so I know
 7   that I have to cram it into, let's say, less than seven
 8   minutes, so it's not that I'm reading from script.  It's
 9   so I don't veer.
10                   I'd like to also thank Stan Dameron,
11   President of American Bank, and Pascal Dean, who's with
12   American Bank.  He's the Vice President.  And I'd like
13   to introduce Willie Bartel is our CFO, and Rick
14   Cangelosi, Vice President of Operations.  We're the
15   think tank for Acadian Cypress today.
16                   Until yesterday at about 6 o'clock, I
17   knew exactly what I was going to say and then I started
18   trying to cram it through the blender and so it's
19   interesting, I started this business and it's almost
20   like a business fairytale.  This Cajun guy goes to
21   college at USL, which, for those that are younger, it's
22   Lafayette.  It used to be called.
23               MS. MITCHELL:
24                   I'm from Lafayette, so you just scored
25   some points, and you called it USL.
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 1               MR. VALLOT:
 2                   Yeah.  Well, if I'm here long enough,
 3   I'll probably just drop in occasion I was born and
 4   raised in New Iberia and it really comes out in me every
 5   once in a while.  Don't...
 6               Okay.  So I fell for this girl and followed
 7   her to Ponchatoula, and while I was there in
 8   Ponchatoula, that's where the real story begins.  I
 9   started Acadian Cypress in 1986 in my back yard.  Today,
10   we're 30 years strong.  We're approaching, during this
11   next five-year projection, a billion dollars in gross
12   sales revenue.  We have a customer base of 1,900, which
13   is industry specific and reoccurring accounts.  They are
14   cabinet makers, contractors, developers, antique
15   renovations and replications, retail, custom home
16   builders and people that want something special in their
17   home, and lumber yards.  We sell a lot of products to
18   other lumber yards as items that compliment the packages
19   they put together.  Not one customer accounts one or two
20   percent of our gross sales, so we're not dependent on
21   their volatility.  We have -- that's our ability to
22   maintain and survive and thrive through the ups and
23   downs over the last 30 years.
24                   We have 61 full-time employes.  Combined
25   total years of experience is 458, which is average of
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 1   seven and a half per tenure, so we have a good retention
 2   rate.  The average income of all of the those employees
 3   is over $40,000, and we are adding five new jobs as a
 4   guaranty, but our projection is 10 to 12 positions.
 5                   We have over 300 years experience within
 6   the sales nucleus.  We have a specific sales staff that
 7   is trained and not only educated, but we have continued
 8   to develop them.  And specifically what Acadian does in
 9   Ponchatoula, Louisiana for Louisiana.
10                   We have domestic and imported vendors.
11   We bring products in from all over the world, and we
12   have proprietary manufacturing agreements with countries
13   or manufacturers in countries such as China that bring a
14   product in that fits Louisiana's need.  And it is
15   different, you know.  It's, if you look at the box
16   stores, even their product line has changed from area to
17   area.  Walmarts and all of those, you can see Cajun
18   paddles; however, you won't see them in Montana.  So we
19   have specific needs for the people and the builders
20   here.
21                   We have our own in-house CAD-based
22   molding manufacturing system where we can duplicate a
23   molding if it's brought to us.  We also have
24   documented -- we have over 2,000 profiles in-house, and
25   we're able to pull from that 2,000-plus for as the
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 1   manufacturer is needed.  What that does is allows us to
 2   replicate molding if we're putting in a bid and we're
 3   going to produce something to repair the State Capitol
 4   and they need to match a molding.  If they're going to
 5   build and produce a cabinet or a table in a new building
 6   such as this, we have the specifications and ability to
 7   provide all of the products you're looking at that are
 8   wood related.
 9                   And most importantly, the home builders
10   and the contractors that come to see us, especially now
11   with the recent storm and the flood that we've all
12   experienced in South Louisiana, the ability to help
13   them, give them identity and a special product that is
14   cost effective and it gives them a value-added product
15   and improves their worth when they're building their own
16   home.
17                   The use of the funds will be primarily
18   and specifically for the increase of inventory to raise
19   the stock levels to approach the business that we know
20   we have out there before us.  It did not take into
21   consideration the impact of the flood.  That is
22   something that was separate and distinct, and I did not
23   include it in these growth papers.
24                   We will take advantage of certain new
25   markets, but most of what we do is what we've been doing
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 1   with the most efficient and most net profit at the end
 2   of the day.  I'll come right up there and say that the
 3   business goes up and down and it's not what it was four
 4   years ago, but Acadian has been more profitable.  We
 5   reached people early on, and we have -- our entire fleet
 6   is paid for.  All of our manufacturing equipment is set
 7   to run for another 20 years.  It has a long lifespan and
 8   it's well managed.  And the ability to increase
 9   manufacturing by 100 percent without another increase in
10   the manufacturing machinery and everything that
11   complicated, so that's 100 percent increase available.
12                   The flood impact.  The projections did
13   not include that you looked at.  Nineteen percent of our
14   customer base is in the same flood zone, and we've
15   already received advance orders.  We helped some that
16   are flooded.  We helped them recover some of their
17   products, and that was -- that took on water and helped
18   them salvage.  And we've supported them just like we did
19   through any of the other events that we've experienced
20   over the last 30 years.  This is the latest and
21   greatest, but it's huge.
22                   We plan on being there, and our
23   employees are Louisianans; they plan on manufacturing
24   and providing products and more of them to these people,
25   and it can be a benefit not only for the new employees
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 1   that we're putting on staff, but to the future customers
 2   that are in this area.
 3                   The jobs that we're putting on are not
 4   short-term jobs.  They're long-term jobs.  We plan on
 5   growing and exceeding those numbers.  It's not going to
 6   end when the rebuilding stops.  That's why this wasn't
 7   included.
 8                   At this point, if you have any
 9   questions, I sure would invite them.
10               MS. THAM:
11                   I'd like to ask, have you made any
12   plans -- well, first of all, what I'm hearing from
13   people who flooded is, "I'm only putting cypress back in
14   my house," and, you know, there are no cabinets
15   available.  So obviously you guys are going to try to
16   make use of that 100 percent increase in manufacturing.
17   Have you made plans for what you're going to do after
18   and it contracts back down, I mean, as far as how you're
19   going to gear up that fast and slow back down?  Is that
20   a concern?
21               MR. VALLOT:
22                   The proprietary manufacturing agreements
23   we have with some of the domestic plywood manufacturers
24   there's a railcar coming down right now that is going to
25   target the products that these people are using.  The
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 1   big difference between -- let's use Katrina as an
 2   example.  People rebuilt and they bought cabinets and
 3   they put them in and they looked pretty and substantial
 4   and they spent a lot of money on them.  Then when this
 5   flood comes that no one anticipated, these cabinets fall
 6   apart because the composition of this board is not the
 7   plywood.  It's not a veneer or plywood.  It doesn't even
 8   have moisture resistance.  It's a particle board or
 9   medium-density fiber board, things that cannot handle
10   the moisture.  And specifically use -- they have a great
11   lifespan and they have a fantastic purpose and they're
12   cost effective and they look good, they're durable, but
13   they're not water resistant in any shape or form.
14                   Two of the customers that brought solid
15   wood cabinets pulled their cabinets after the storm and
16   they took the cabinets out and set them outside, put
17   them on tables and they said they love their cabinets
18   more than anything they could replace and they're
19   putting those cabinets back.  Now, the granite tops
20   broke and they had to take them out and put in new
21   granite tops back in.  All of the people are rebuilding
22   that with that in mind.  The line of customers, that's
23   why I why I was telling you 19 percent, a lot of those
24   people call and say, "I need this veneer for Birch."  "I
25   need this veneer for oak," and "I need the lumber to go
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 1   with it."  We manufacture the molding products to go
 2   with species, so if you're building a set of oak
 3   cabinets -- and I just briefly touched on this because I
 4   didn't want to ramble, but if you're building a set of
 5   oak cabinets and you need oak crown molding and you need
 6   oak trim, we manufacture those products.  Those are the
 7   jobs vertical integration, which will increase the
 8   profit and a direct bottom line net profit.
 9                   So the products that people are
10   rebuilding with now are 100 percent different than what
11   they did in Katrina because of the knowledge in such a
12   short-term of what happened then and what's happening
13   now.  They're rebuilding with those products.  Our
14   advance orders are going up quite a bit.  That is not
15   going to be something that will last forever, but we
16   have other grown and we have other areas that we've
17   already targeted and we're approaching those as a
18   combination.
19               MS. THAM:
20                   What percentage of your wood products
21   are cypress?  Are you having trouble getting the
22   cypress?
23               MR. CANGELOSI:
24                   We have three primary suppliers that are
25   outside of the State of Louisiana, and we have a small,
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 1   less than three-percent, inside the State of Louisiana
 2   at this moment.  The ability -- the resource is there,
 3   but the ability to acquire it, as there's so much
 4   weather out there, that you have to work with that.  So
 5   our ability to supply and our gross sales on cypress is
 6   never more than 15 percent of our total business, but
 7   it's an identifying market because it's indigenous in
 8   Louisiana.
 9               MR. CAMPBELL:
10                   One question, are these the most current
11   balance sheet, back in July, in this loan package?
12               MR. PENNINGTON:
13                   Yeah.  I think the one is dated July the
14   31st, 2016.
15               MR. BAHAM:
16                   That's it.  That's the most current one
17   supplied to us, yes.
18               MR. CAMPBELL:
19                   What were you looking to -- I was kind
20   of looking at liquidity of the company.  What are you
21   planning to do to increase the liquidity?
22               MR. VALLOT:
23                   Well --
24               MR. DAMERON:
25                   That's one of the reasons we're here is
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 1   that I've watched Frank over many, many years and he's a
 2   constant entrepreneur and his business acumen has
 3   matured over the years.  He's had other ventures.  He's
 4   narrowed down to what he thinks or what he knows he can
 5   do the best, and that's dealing with the hardwoods.  He
 6   had some other ventures.  He got into manufacturing and
 7   sawmills a little bit, but this is a business that he
 8   understands, he knows.  He knows the marketplace; he
 9   knows the need.  He's consolidated down there's an
10   opportunity that's out there that he saw before the
11   flood, but he needed some capital resources, and that's
12   why he came to us.  He has another bank he deals with.
13   Frankly we're a smaller bank and we're not able to
14   handle his needs.  He said, "Would you look at this?"
15   And we said, "Sure."  So we're here for -- this is an
16   enhancement to the credit.  It doesn't make or break the
17   credit.  I think the loan-to-value ratio is we're going
18   to have about 3.6-million in collateral and we're
19   lending about 2.5, so we feel that we are conservative
20   in putting this together.
21                   He's on an eight-year amortization,
22   which he'll be able to pay out through sales and
23   increase in inventory if not quicker, and this will
24   build his financial capacity to go forward.  He does
25   have short-term liquidity, and that's whey we're here.
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 1               MR. CAMPBELL:
 2                   I just want to commend you on the
 3   management, the profitability of the company.  I just
 4   wanted to make sure that, you know, from a management,
 5   you're building liquidity over time because I think you
 6   very well, you know, with the flood opportunity here, so
 7   I just wanted to make sure we comment on that.
 8               MR. VALLOT:
 9                   Absolutely.  Thank you.
10               MR. ROY:
11                   Any other questions or comments?
12               (No response.)
13               MR. ROY:
14                   Comments from the public?
15               (No response.)
16               MR. ROY:
17                   Hearing none, I'll entertain a motion.
18               MR. ALDEN:
19                   I'll move for approval.
20               MR. ROY:
21                   Motion for approval as presented.
22               MS. MITCHELL:
23                   Second.
24               MR. VALLOT:
25                   Thank you.
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 1               MR. ROY:
 2                   Any other discussion?
 3               MR. VALLOT:
 4                   Another USL graduate here.
 5               MS. MITCHELL:
 6                   And, Mr. Vallot, my fiancé is from New
 7   Iberia, so I really like you.
 8               MR. VALLOT:
 9                   My father was born in Acadia and lived
10   in Port Sulphur.  He fought in WW2, the "big war" as
11   he's always said, and he wouldn't teach us the French
12   because of all of that he had gone through and he, you
13   know, it's something that he said, "If I had know one
14   day how cool it would be to be Cajun, I would have
15   taught you."  So thank you very much.  I appreciate it.
16               MS. MITCHELL:
17                   Good luck to you.
18               MR. ROY:
19                   I have a motion and a second.
20                   All in favor, "aye."
21               (Several members respond "aye.")
22               MR. ROY:
23                   All opposed, "nay."
24               (No response.)
25               MR. ROY:
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 1                   Without objection.  Congratulations.
 2   These are the kind of projects we love to see, true home
 3   projects helping people in Louisiana, so good luck to
 4   you.  Keep us posted on your success.  Thank y'all for
 5   coming.
 6               MR. PENNINGTON:
 7                   This is Mr. Gerard from Farmer's State
 8   Bank, and I have a handout.  I have a handout I passed
 9   to everyone with a current balance sheet as of August
10   31st if everyone I got that after we sent out the
11   package as well, so I want to make sure everyone got it.
12                   Basically what this business is, it's a
13   startup business called Hose Source, and I want to
14   mention as well, this is a brand new bank for our
15   program as well, Farmer's State, and I'm very happy to
16   have Mr. Arden here at the table with us presenting a
17   new loan.  Hopefully we can have more projects coming
18   through as well.
19                   This business is a startup hose
20   manufacturer.  They manufacture hoses in the oil and gas
21   business and other businesses where we have to have
22   hoses.  They manufacture both hydraulic and pneumatic
23   hoses.  And the owner, Mr. Credeur, has quite a bit of
24   experience in this business.  He started up a business
25   in 1994 called All Hose Specialty, and he ran it for
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 1   about 10 years and then he sold out to a larger company.
 2   And now he has -- went to work another company for a
 3   number of years and now he's back starting up a business
 4   again.
 5                   The loan that we're looking at today has
 6   two components.  It has a million-dollar permanent loan
 7   to purchase equipment, and it has $300,000 loan for
 8   revolving line of credit backed by receivables, so a
 9   total of 1.3-million, and the guaranty amount is 9.75,
10   $975,000.
11                   The collateral for the loan is going to
12   be the equipment purchase for the permanent loan as well
13   as the receivables worth $300,000 with a line of
14   revolving line of credit.  The equipment loan should be
15   amortized over 10 years with the remainder due in five,
16   and the first six months is going to be interest only.
17   And this loan is going to result in five new jobs.
18                   Like I said, the business owner has been
19   has private experience in this business.  He's already
20   put up $200,000 of his own money in the business to
21   start it and he has two other business partners that
22   will be taking out permanent loans to put in the
23   business as well.  So they're putting about $400,000
24   plus a little bit into this business to get started on.
25   The three owners have all worked in this field for
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 1   numerous years.
 2                   Staff recommends that the board approves
 3   this loan.  The loan guarantee not to exceed $975,000
 4   based on 75 percent of 1.3-million excluding the bank
 5   fees or finance costs from Louisiana Small Business
 6   Owner Guarantee Program.  LEDC will utilize SSBCI funds
 7   for the entirety of the term.  There will be a one
 8   percent guaranty fee charged for this loan.  Besides
 9   that, it's the standard contingencies that we normally
10   would have.
11                   With that, I'll let Mr. Gerard speak
12   about the loan.
13               MR. LABAT:
14                   Thank you, Christian, for inviting me
15   this morning, and I guess the good side of my customer
16   not being here is that he's out there drumming up
17   business.  All three of them are salesmen first, so
18   their company is taking off.  They opened up the branch
19   in Houma, and very soon, by the end of the year, they
20   will be opening up another location in Broussard.  So
21   these gentlemen, like Christian said, have been in the
22   business a long time and are very knowledgeable about
23   hoses.  In fact, I've got a little bit.  They gave me a
24   little, short presentation on how to make hoses under
25   pressure and all of this and crimping and all of that
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 1   kind of stuff.
 2                   So our bank, we've made SBA loans, USDA
 3   RD loans, B&I loans, FSA government guaranty loans.
 4   We're just getting into this guaranty program, and I'm
 5   very hopeful, like Christian said, that we'll have a
 6   long-term relationship.  So far, I've enjoyed working
 7   with Christian and learning a little bit about this
 8   program, but I'm very confident in this loan.  The main
 9   man, Toby Credeur, is putting up real estate for
10   collateral, and their inventory is going to turn because
11   they have a lot of contacts and a lot of projected sales
12   already just getting started, so...
13               MR. PENNINGTON:
14                   I wanted to mention that this company
15   has only been operating for a couple of months, and if
16   you look, they already have revenues of $993,000,
17   top-line revenue, and a gross income of $323,000, and
18   they started opening business in June, I believe, June
19   1st.  So they've already hit the ground running.  Being
20   in business for as long as Mr. Credeur has, he has the
21   contacts necessary to facilitate this loan.  And it's
22   going to result in five new jobs in which isn't a lot of
23   jobs, but it's important, you know.  And in small
24   businesses, I'm very confident in this one, and I'll
25   entertain any questions or any concerns.
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 1               MR. ROY:
 2                   Questions or comments?
 3               MS. MITCHELL:
 4                   I do have a question.  Just it's
 5   remarkable the progress the company has been able to
 6   make in a short period of time.  I just want hear from a
 7   representative from the bank.  Mr. Labat; is that right?
 8               MR. LABAT:
 9                   Labat.  My name does get turned around a
10   few ways.
11               MS. MITCHELL:
12                   I'm from your neck of the woods.  I know
13   how to pronounce it.
14               MR. LABAT:
15                   Some people say Gerald, but it's Gerard.
16                   I guess to give you a history of our
17   bank, Farmers State Bank, our main headquarter is in
18   Church Point, and we're mostly in Acadia area.  We do
19   get confused with Farmers and Merchant Bank out of
20   Breaux Bridge, so there is a difference there, but your
21   question.
22               MS. MITCHELL:
23                   I was just going to ask, clearly the
24   bank has done its due diligence, but if you could just
25   speak to the Hose Source customer base because the
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 1   perception is that the oil industry is in a downward
 2   spell, and so we just want to make sure that the company
 3   will be able to remain viable going forward.  So clearly
 4   you've done your due diligence, and if you can kind of
 5   speak to that.
 6               MR. LABAT:
 7                   Right.  And the company is diverse.  Oil
 8   is not the main -- I mean, it's part of it, but they do
 9   hoses for agriculture.  In fact, I had a son-in-law
10   that's a sugarcane farmer and he buys hoses for his
11   tractors all of the time.  The hoses that they provide
12   are all different sizes different, different pressures.
13   It's very diversified.  So, yeah, the oil field is
14   definitely a major component, but the company is very
15   spread out what they clearly provide to.
16                   These guys had a business before and
17   very successful, like Christian, said, so they have a
18   lot of oil customers that will come back to them.  They
19   had a noncompete clause moving from the old companies to
20   where they are now.  That's all -- legality-wise that's
21   all been ironed out, so we feel very confident.  We know
22   they're going to be very successful because of their
23   history and their track record.
24               MS. MITCHELL:
25                   Okay.  Thank you so much, and I didn't
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 1   even think about the fact that you're huge down in the
 2   Acadia area, so thank so much.
 3               MR. CAMPBELL:
 4                   I just have a question.  First I want to
 5   commend you for bringing this type of credit to LED.  It
 6   kind of shows your ability strike the deals.
 7                   Now, one question is what percentage, do
 8   you know, of the revenue is coming from the oil and gas
 9   versus the other percentage of the other streams do you
10   think?
11               MR. LABAT:
12                   I really didn't do those numbers, crunch
13   those numbers.  I could find that out for you.
14               MR. CAMPBELL:
15                   No, no.  I'm looking at the liquidity
16   here.  The standard history of the experience on the
17   owners is tremendous.
18                   Now, let me ask you this:  Why did you
19   choose LED versus SBA guaranty?  Easier process?
20               MR. LABAT:
21                   Well, I was contacted -- I work closely
22   with the UL Small Business Development Center in
23   Lafayette at the college.
24               MR. CAMPBELL:
25                   Is that Heidi Melancon?
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 1               MR. LABAT:
 2                   Heidi Melancon.
 3               MR. CAMPBELL:
 4                   Did she help you with the package?
 5               MR. LABAT:
 6                   Yes.  She helped to a degree, but our
 7   customer actually put his business plan together.
 8               MR. CAMPBELL:
 9                   Wow.
10               MR. LABAT:
11                   Because years ago, he felt that with UL,
12   with the other company, so he would -- you know, the UL
13   business plan is also a learning experience, and we
14   don't want them to do the plan for our customer.  We
15   want our customer -- it's his plant.  They just assist.
16   So our customer, he brought the whole plan.  It was one
17   that he put together under the UL Small Business
18   Development, and I think that this fellow's very good,
19   very intelligent and very knowledgeable.
20                   And, Christian, when you met him --
21               MR. PENNINGTON:
22                   Talked to him on the phone.
23               MR. LABAT:
24                   On the phone, yeah.
25                   And so, you know, I think that that's
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 1   how I came in to knowing this program, where I heard
 2   about it, and I started comparing it to SBA and USBA and
 3   FSA and all of the other ones.  I said, "This is just
 4   another tool in my toolbox that I can have access to."
 5   So I started looking at when I get the project, which
 6   one fits.  This one seemed to fit the best for this
 7   program, and I want to develop that relationship with
 8   Christian.  I'm hoping down the road that we can do some
 9   more.
10                   So, in fact, we met recently on a
11   perspective one in Lafayette just last week, I think it
12   was.
13               MR. PENNINGTON:
14                   Week before.
15               MR. LABAT:
16                   Yeah.  So we do have some more potential
17   projects that we can work on.
18               MR. CAMPBELL:
19                   Okay.
20               MR. PENNINGTON:
21                   I reach out to Farmers State and Mr.
22   Gerard, I want to say in March or so when I was doing my
23   marketing.  I tried to go out and hit as many banks I
24   possibly can and meet with them one-on-one and tell them
25   abut our program trying to get the word out there, and
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 1   that's how I first met Mr. Gerard.
 2               MS. THAM:
 3                   Looking at the financial statement, it's
 4   amazing the speed in which y'all have come up to that
 5   kind of sales number, and I see you're projecting a net
 6   profit for the year of $105,000.  Right now it's
 7   negative 80, and I'm assuming that -- you know, as the
 8   net profit, and I'm assuming that a lot of that has to
 9   do with startup costs and things, but have they taken an
10   effort to identify after this August balance sheet, are
11   they still projecting a profit; do you know?
12               MR. PENNINGTON:
13                   I'm not sure.  I know that
14   projections -- you're correct, they were projecting a
15   profit, and the reason why they are negative so far is
16   startup costs.  I know that's why they're $80,000 as it
17   is right now.  That's on a fiscal year basis, so it goes
18   from the 6th of 2016 to 6 of 2017, so it's just a
19   couple --
20               MS. THAM:
21                   About 10 months.
22               MR. PENNINGTON:
23                   Exactly, yeah.  So that's -- they
24   haven't been operating very long, so that's basically
25   what it is, yes, ma'am.
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 1               MS. THAM:
 2                   Well, the fact that they have a balance
 3   sheet together from 20 days ago means that they're
 4   keeping up with it, I believe.
 5               MR. PENNINGTON:
 6                   Absolutely, yes, ma'am.
 7               MS. THAM:
 8                   That analyze.  So that seems to be a big
 9   problem with startup companies is that they don't
10   realize they need to do that.
11               MR. PENNINGTON:
12                   Absolutely.  Most of the ones I see,
13   when I bring up financial statements, their eyes just
14   kind of glaze over and they don't -- a lot of times,
15   they don't understand what I'm asking for, really.
16               MS. THAM:
17                   It's hard to make good management
18   decisions if you don't have numbers.  The fact that
19   they're paying attention and putting numbers together
20   speaks well of them.
21               MR. ROY:
22                   Any other questions or comments?
23               (No response.)
24               MR ANDRE:
25                   Move for approval.
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 1               MR. ROY:
 2                   Motion for approval from Mr. Andre.
 3               MR. CAMPBELL:
 4                   I move for approval on this credit.
 5               MR. ROY:
 6                   Second by Mr. Campbell.
 7                   Any discussion by the public, comments?
 8               (No response.)
 9               MR. ROY:
10                   Any discussion -- any further discussion
11   by the Board?
12               (No response.)
13               MR. ROY:
14                   Hearing none, all in favor, "aye."
15               (Several members respond "aye.")
16               MR. ROY:
17                   All opposed, "nay."
18               (No response.)
19               MR. ROY:
20                   Congratulations.  Please tell the
21   gentleman we hope he was selling something and we look
22   forward to hearing about his success.
23               MR. LABAT:
24                   I would like to also thank you on behalf
25   of our bank president, Danny Domingue, and we look
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 1   forward to having a relationship in the future.
 2               MR. ROY:
 3                   This is great.  I think both of these
 4   banks, this is their first LEDC guaranty.  That's great.
 5   I commend the staff for bringing everybody to the table.
 6   We look forward to working with you.
 7               MS. MITCHELL:
 8                   Mr. Labat, do you know any Duplechain's
 9   in Church Point, tell them I said hello.  That's my
10   family.
11               MR. LABAT:
12                   I do know some.
13                   Thank you.
14               MR. ROY:
15                   All right.  Next order of business is
16   the Treasurer's report.  Ms. Villa.
17               MS. VILLA:
18                   Good morning.  This morning we have
19   actually two Secretary Treasurer's Reports.  We have a
20   final report for Fiscal Year '16, which is going to be
21   the first Secretary Treasurer's Report in your packet.
22   I'll start with the overview.
23                   Our '15-'16 budget in total was
24   16,181,766 and our balance is 12,218,891 prior to the
25   projects that we had currently in-house of 5,770,000,
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 1   which leaves us with a projected ending balance of
 2   6,448,891 across all programs, including the Financial
 3   Assistance Program, the State Small Business Credit
 4   Initiative and our Capital Outlay and EDAP and EDRED
 5   programs.
 6                   If you go to the next page, it shows in
 7   detail what we had for each of the units.  The first
 8   being the Financial Assistance Program where we ended up
 9   for the year on that program, it was $144,067.  For the
10   State Small Business Credit Initiative, we had a
11   beginning budget of $2,747,174, and we had approved
12   projects of 212,246, which left us with a balance of
13   2,390,861, and that's where we ended up the year for
14   State Small Business Credit Initiative.
15                   If you go down to the next page is our
16   EDAP and EDRED programs through our Capital Outlay, and
17   we had a budget between the two of 13,434,592, and we
18   had projects that were approved of 1,290 -- I'm sorry --
19   3,750,629, which left a balance of 9,683,963 between the
20   two programs.  And we had projects under review, as I
21   mentioned earlier, 5,770,000 broken out there.  You see
22   the project names that we still had under review, two of
23   which were brought to the Board this morning for
24   approval, which left a balance at the end of the year of
25   3,913,963.
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 1                   We wended up the year, as you can see,
 2   on the Fund Balance available for the year of
 3   18,933,298, and our expenses for the year total
 4   13,771,271, which left a balance available of
 5   $5,162,027.
 6                   If you go on to the Capital Outlay,
 7   which is the final page, we had a total fund balance
 8   available through Fiscal Year '16 of -- I'm sorry --
 9   with a budget of 5,210,000.  We actually ended with
10   654,679.
11                   So I'll start over with the Capital
12   Outlay Appropriation General Fund for FY '16, as I
13   mentioned, a fund balance 5,210,166, and our adjusted
14   fund balance is available through, which included the
15   additional periods of August 14, 2016, had adjusted fund
16   balance of 1,814,634.
17                   So we start out FY '17 Secretary
18   Treasurer's Report with a budget of 15,048,882, and we
19   have projects under review pending the Board of
20   2,646,250, which left a balance of 12,402,632.  And then
21   we had additional projects under review of 3,600,000,
22   which leaves a project yearend balance of $8,802,632.
23                   So going onto the detail of that, the
24   Financial Assistance Program budget for the year is
25   190,000.  We currently do not have any projects pending
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 1   approval or under review by the staff, so we project an
 2   ending balance of 190,000.
 3                   For the State Small Business Credit
 4   Initiative, our budget for FY '17 is 2,580,800 -- I'm
 5   sorry.  It's 2,390,861, and we had two projects that
 6   were brought to the Board today of 476,250, and that
 7   leaves a balance of $1,914,611.  And this is the program
 8   that, as you know, we have the remainder of through
 9   March of '17 to expand those loan guaranties for the
10   State Small Business Credit Initiative, and as Christian
11   has talked about, they've been marketing to try to get
12   those funds guaranties out the door prior to that time I
13   think.  So with that, we have a projected ending balance
14   right now of 1,914,611 for the State Small Business
15   Credit Initiative, and hopefully we'll get those loan
16   guaranties done prior to that time.
17                   Going on to the next page of the
18   Secretary Treasurer's Report, we have our Capital Outlay
19   Appropriation of 12,425,526.  The Board approved the two
20   projects this morning for Lotte Chemical and LACC of
21   2,170,000, which leaves a balance of 10,255,526.  We
22   have currently projects under review of 3,600,000, which
23   leaves a projected yearend balance of 6,655,5 26.
24                   We have Appropriated in HB2 for Capital
25   Outlay Funding for EDAP projects $10-million, of which
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 1   3-million is in Priority 2 and 7-million is Priority 5.
 2                   And our Capital Outlay Appropriation for
 3   the EDRED, we have a balance -- or a projected budget --
 4   sorry -- of $42,495, and we have expected that to be our
 5   expected ending balance as well.
 6                   And then when you go down to the last
 7   page, our projected Fund Balance Revenue is projected at
 8   $16,845,679, and our expenses are expected at
 9   $16,200,000.  That leaves us with a balance available of
10   654,679.
11                   Any questions?  I know that's a lot of
12   numbers.
13               MR. ROY:
14                   Questions, comments?
15               (No response.)
16               MR. ROY:
17                   How do you generally look at this past
18   fiscal year compared to what is approaching?
19               MS. VILLA:
20                   I think we did see an upcrease,
21   increase, an uptick and increase in our EDAP programs.
22   I know that's always -- or applicants, I should say.  I
23   know that's always been a concern that the Board has had
24   because we hadn't previously had a lot of projects
25   coming forth to the Board for approval.  I definitely
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 1   feel that, though, we've seen an increase.  We're
 2   bringing more to the Board now.  I think that from the
 3   state's perspective, we have to keep our eye on the ball
 4   from a cash management projection looking to see where
 5   those dollars are going to be expended because we have
 6   to go forth and get the appropriation or lines of credit
 7   for our Capital Outlay.  So I think that that's
 8   something that we're going to see, you know, more this
 9   year, especially as we have projects that come under
10   review and approval to the Board for EDAP.
11                   So we did have a cut in LED, as we
12   mentioned before, in our FY '17 budget that we're
13   currently in, in roughly, I think it was, about
14   $4.2-milion to LED, which was broken up between
15   FastStart, marketing communication and our regional
16   economic development appropriations that we give to
17   those organizations.  So we're continuing to monitor the
18   budget.  We've got Revenue Estimating Committee coming
19   up, I believe, October 21st, Mandi, if I'm not mistaken,
20   for revenue estimating.
21                   October 21st, does that sound like a
22   date?
23               MS. MITCHELL:
24                   I'm not sure.
25               MS. VILLA:
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 1                   October 20th.
 2                   So we have a revenue estimating that's
 3   going to be coming up in the next month, so it will be
 4   interesting to see what the estimates are at that time.
 5   Hopefully there's no further impacts to state agencies
 6   with that.
 7               MR. ROY:
 8                   Any comments from staff?  It probably
 9   will be a lot of opportunity for the LEDC program and
10   the flood area, a lot of those businesses, as everyone
11   knows, you buy business interruption, flood insurance,
12   et cetera, there's probably a lot of opportunity for the
13   program there.  Of course, it would be money put to good
14   use, so perhaps we can pick up some guaranties.
15               MS. VILLA:
16                   We have about six months left.
17                   So, Brenda, I don't know if you want to
18   comment to that.
19               MS. GUESS:
20                   One of the things that's taken place is
21   the Louisiana Public Facilities, LPFA, has also gone and
22   kind of surrendered or gathered some funds directed at
23   the flooding, and similar to what happened during
24   Katrina, that there were bridge loans that were made
25   available for small businesses at that time to serve in
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 1   a capacity to be that actual bridge until the insurance
 2   companies paid off the little small businesses.  We have
 3   seen an increase of phone activity from some of the
 4   affected areas, and I think as soon as people can get
 5   their housing needs back together, then the business
 6   needs will follow in.
 7                   I'd like to publicly take this
 8   opportunity to commend Christian, Steve and Shamelda,
 9   also Susan.  The staff has worked real hard over the
10   last few months.  We're approaching the time of the year
11   where our loan activity kind of slows down a little bit,
12   but we think we're seeing a lot of the fruits of the
13   labors that we've gone through over the last few months
14   starting to pay off.
15                   We are also realizing with SBA, one of
16   the banks said, you know, they're looking at us as
17   another tool in their toolbox, so we're going to be
18   exploring a lot of the opportunities.  And we plan to be
19   very busy between now and the end of year and through
20   March 30th of next year, which is when the program
21   sunsets.
22                   MR. ROY:
23                        We commend staff.  I know that
24   several of you were personally impacted by the flood, so
25   tough to concentrate on work sometimes when you have
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 1   such personal needs.
 2               MS. VILLA:
 3                   One thing I would like to add to what
 4   Brenda just said, and even I mentioned it, even though
 5   this program is sunsetting from the federal standpoint,
 6   that just means that from their standpoint, once we
 7   receive in these recycled funds, it no longer carries
 8   the federal constraints or requirements that we have
 9   with them, but this program is going to continue.  Our
10   loan guaranty programs will continue.  We'll continue to
11   use those resources that we were given from the federal
12   government to continue with our loan guaranty program so
13   we can service the needs of the community in that way.
14               MR. ROY:
15                   I think we'll hear more in a minute
16   about default, but our default rate is petty low; right,
17   so expect to get most of the money back?
18               MS. VILLA:
19                   Yes, sir.
20               MS. GUESS:
21                   Yes, sir.
22               MR. ROY:
23                   Very good.  Any other questions or
24   comments?
25               (No response.)
0063
 1               MR. ROY:
 2                   Hearing none, I'll entertain a motion to
 3   accept the Treasurer's Report.
 4               MS. THAM:
 5                   Move to accept.
 6               MR. ROY:
 7                   Motion.
 8               MR. ANDRE:
 9                   Second.
10               MR. ROY:
11                   Second.
12                   All in favor, "aye."
13               (Several members respond "aye.")
14               MR. ROY:
15                   All opposed, "nay."
16               (No response.)
17               MR. ROY:
18                   It's accepted.
19                   The Accountant's Report, Mr. Smith.
20                   Any comments from the public on that?
21               (No response.)
22               MR. ROY:
23                   Accountant's Report, Mr. Smith.
24               MR. SMITH:
25                   Morning.  Yes.  My job is to come and
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 1   tell you what's performing and what's not performing,
 2   and my report at this time will be similar to my report
 3   for the last, maybe, five years.
 4                   LED Status Report as of August 31st,
 5   2016, we have three loans on the books performing EDAP
 6   and EDLOPs for their loans.  They're all performing with
 7   a total of 768,469 as of end of August 31st, 2016.
 8                   In the old LEDC loan program, there's,
 9   right now, as we speak, one loan, Depot Drilling, the
10   balance of that loan they're paying down.  It's 164,516.
11   Of course, we have to have allowances set up for default
12   for the guaranty loans of 18 percent for EDLOP and EDAP
13   loans is 15 percent, which is standard.  That means that
14   none of those particular loans are headed toward default
15   or late.
16                   Total EDLOP, the total EDLOP balance, as
17   we said, is 768,146.  Fifteen percent of that is a
18   reserve, which is 115,270.  The old Loan Guaranty
19   Program is 164,516, 18 percent, 29,613 as of August
20   31st.
21                   Then we move to the SSBCI Guaranty Loan
22   portfolio.  As of August 31st, 2016, we have 22 current
23   loans, and I am, again, happy to report that there's no
24   one in default.  There's no one late as of August 31st.
25   And so you spoke about our default rate, I think we've
0065
 1   had one default since I've been here, and I've been
 2   here, what, almost nine years now?  And it's been so
 3   long I can't even remember what that was that defaulted,
 4   but it was an old loan in an old program.
 5                   And so that concludes my good news
 6   report, but I have in my hand, we're getting ready to
 7   embark upon the time of the year where the legislative
 8   auditors are coming in and visiting us for the next two
 9   to three months as usual, so maybe by the end of October
10   we would have our VP evaluations back and we can close
11   out June 31st and we'll be visited by the auditors and
12   we'll bet be getting back with you with our final
13   financial reports.  Hopefully sooner than January like
14   we did last year.  I think January or February.  I can't
15   remember.
16                   That concludes my report.
17               MR. ROY:
18                   Questions, comments?
19               (No response.)
20               MR. ROY:
21                   You said our formal is 14 or 15 percent
22   of the balance, the total reserve; is that what you
23   said?
24               MR. SMITH:
25                   No.  It was 18 percent for guaranty
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 1   loans, 15 percent for EDLOP and EDAP loans per board
 2   memorandum.
 3               MR. ROY:
 4                   Far above our historical losses.
 5               MR. SMITH:
 6                   Right.
 7               MR. ROY:
 8                   Okay.  Any other questions or comments?
 9               (No response.)
10               MR. ROY:
11                   Motion to accept the Accountant's
12   Report.
13               MS. THAM:
14                   Move to accept.
15               MR. ROY:
16                   Motion.
17               MS. MITCHELL:
18                   Second.
19               MR. ROY:
20                   Second.
21                   All in favor, "aye."
22               (Several members respond "aye.")
23               MR. ROY:
24                   All opposed, "nay."
25               (No response.)
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 1               MR. ROY:
 2                   Without objection.
 3                   Ms. Mitchell, President's Report.
 4               MS. MITCHELL:
 5                   Yes, sir.  Good morning, everyone.  Glad
 6   to be here to provide a report to you on behalf of
 7   Secretary Pierson, so thank you-all very much for being
 8   here today.
 9                   As you know, a lot has happened since we
10   last meet in April and we ended up having to cancel our
11   last meeting due to our attention can focus on flood
12   recovery, response and recovery, as well as many of our
13   own staff members unfortunately being affected by this
14   flood disaster, so we do thank you-all, fellow Board
15   members, for being flexible.
16                   In response to the flood disaster, LED
17   is sprang into action, and in conjunction with the Small
18   Business Administration and the Louisiana Small Business
19   Development Center Network, we have established
20   throughout the state eight business recovery centers
21   that are providing onsite services to businesses, small
22   businesses in particular, that have been impacted by the
23   flood.  We also established very early on an online
24   portal of business recovery resources.  We were, if not
25   the first, one of the first to do so to provide a
0068
 1   one-stop shop of information on resources available to
 2   businesses trying to get themselves back up and running
 3   after the flood.
 4                   We also worked with Economist Dek
 5   Terrell to develop an official economic impact report of
 6   the flood so that Governor Edwards had with him some
 7   official record of the damages and the economic impact
 8   of the flood as he and his team pursue appropriations,
 9   federal appropriations, from Congress to assist
10   Louisiana in flood recovery.
11                   So the estimated impact, not counting
12   any impact to public infrastructure, is around
13   $8.7-billion and about 3-billion of that hitting
14   Louisiana businesses on natural losses of inventory,
15   impacting their infrastructure and business
16   interruption.  So it was a significant event, and LED,
17   in addition to our day-to-day responsibilities, we are
18   continuing to do everything that we can to help our
19   businesses get back on their feet.
20                   And then within that number, which just
21   may be of interest to you, there's an estimated impact
22   of about $110-million to the agriculture sector, which
23   is critical to Louisiana, particularly rice and soybean
24   crops took a significant hit.  So there are about 900
25   businesses that were interrupted by the flooding that
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 1   began on August 11th and that continued for days, and we
 2   estimate, also, about 6,000 businesses in 22 different
 3   parishes actually were impacted in some way, shape or
 4   form by the flood.
 5                   Good news, if we want to project it,
 6   most of our major industries in the state remained open
 7   and continuing their operations successfully.  Our
 8   challenge remains, obviously, in restoring small
 9   businesses and helping residential repair housing
10   because the information that we provide with economic
11   impact actually translates both to the commercial impact
12   and to the residential impact.
13                   We also, we were working on launching an
14   innovative, new program to help small construction
15   companies build a solid foundation for their businesses
16   for growth and success through the Louisiana
17   Contractor's Accreditation Institute.  So that's going
18   to be conducted throughout October and November
19   throughout the state.  That will help small and emerging
20   construction companies learn the basics of the industry
21   and prepare for the state's licensing exam, and that's
22   going to be critical, even more so now, to get Louisiana
23   businesses back on their feet and give them the
24   knowledge and capacity to be able to help with the flood
25   recovery.
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 1                   Besides the focus on flood recovery, our
 2   team has been heavily focused on implementing the
 3   executive order issued on June 24th, 2016, which
 4   provided some significant reforms to the Industrial Tax
 5   Exemption Program, and our sister board, the Board of
 6   Commerce and Industry, is actually overseeing those
 7   changes to that program.  So what the Governor's
 8   executive order eventually did was two key things,
 9   provided a voice for local government as well as
10   accountability for program participants through job
11   creation.  And so we are focused very closely on
12   ensuring a smooth implementation of the executive order
13   so that companies and local governments and the state
14   can all work together to make sure that our program
15   remains competitive as one of 39 states that offer
16   industrial tax exemption.  And for the first time,
17   Louisiana will be in line with the other 38 states in
18   having local approval as part of the process.
19                   Just some notes.  We're also monitoring
20   the Task Force on Structural Change and Budget and Tax
21   Policy, which will soon be producing a report of
22   recommendations for the Governor and the legislature to
23   take a look at for the 2017 session as it pertains to
24   tax reform.  And that's why Louis Reine is absent today
25   because he also serves on that task force and their
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 1   meting is this morning as well.
 2                   Just some highlights on some good news
 3   that recently has come to LED.  Area Development has
 4   ranked Louisiana Number 5 in its Annual Top States For
 5   Doing Business Report.  We climbed three spots from last
 6   year.  We were ranked Number 8, and it's the higher
 7   ranking we've ever gotten from this publication.  And
 8   just a bit of background for you, this serves as one of
 9   the nation's top sites selection consultants weighing in
10   on their experiences in doing businesses in different
11   states around the country.
12                   Some other good news is that LED has
13   launched its first Diversity Committee for Small
14   Business Growth.  We have reaffirmed our longstanding
15   commitment to developing and advocating for woman and
16   minority-owned businesses throughout the state, so we
17   have a really good cross section of organizations that
18   promotes those goals as part of our Diversity Committee.
19   They've already held their first meeting and they will
20   continue to meet not only in Baton Rouge, but throughout
21   the state and get input on what the state can be doing
22   to help support those businesses.
23                   So it's been a brisk Summer for LED, to
24   say the least, and we expect that pace to continue
25   throughout the Fall, but we do thank y'all for your
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 1   service on the Board and thanks for working with the
 2   department.
 3               MR. ROY:
 4                   Thank you Ms. Mitchell.
 5                   Any other business?
 6               (No response.)
 7               MR. ROY:
 8                   Hearing none, I'll entertain a motion to
 9   adjourn.
10               MR. ANDRE:
11                   So moved.
12               MS. THAM:
13                   Second.
14               MR. ROY:
15                   Motion and second.
16               (Meeting concludes at 11:05 a.m.)
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		173						LN		7		8		false		 8   and terminals.				false

		174						LN		7		9		false		 9                   Very good business.  Been around for,				false

		175						LN		7		10		false		10   like I said, since 2011.  They're growing fairly strong.				false

		176						LN		7		11		false		11   We actually picked this one up after having meetings				false

		177						LN		7		12		false		12   earlier this year at the Bankers Conference in New				false

		178						LN		7		13		false		13   Orleans.  We met with True Fund after the conference and				false

		179						LN		7		14		false		14   kind of went through the loan, and Shamelda piked it up				false

		180						LN		7		15		false		15   and knocked it out of the park with this one.				false

		181						LN		7		16		false		16               MR. ROY:				false

		182						LN		7		17		false		17                   Very good.  Any questions or comments				false

		183						LN		7		18		false		18   from the Board?				false

		184						LN		7		19		false		19               (No response.)				false

		185						LN		7		20		false		20               MR. ROY:				false

		186						LN		7		21		false		21                   This is approved.  This is just by way				false

		187						LN		7		22		false		22   of information for everyone.				false

		188						LN		7		23		false		23                   Thank you.				false

		189						LN		7		24		false		24                   Next order of business is under the EDAP				false

		190						LN		7		25		false		25   Program, Lotte Chemical Louisiana, LLC, and, for the				false

		191						PG		8		0		false		page 8				false

		192						LN		8		1		false		 1   record, Mr. Andre is going to recuse himself.  He feels				false

		193						LN		8		2		false		 2   that he should do so.				false

		194						LN		8		3		false		 3                   Steve.				false

		195						LN		8		4		false		 4                   Morning.				false

		196						LN		8		5		false		 5               MR. ROCK:				false

		197						LN		8		6		false		 6                   Good morning.				false

		198						LN		8		7		false		 7               MR. BAHAM:				false

		199						LN		8		8		false		 8                   With me today for the first EDAP request				false

		200						LN		8		9		false		 9   that we have for Lotte Chemical is Mr. Jim Rock, who is				false

		201						LN		8		10		false		10   right here to my left, and the consultant for the				false

		202						LN		8		11		false		11   project, Mr. Jesse Broderick.				false

		203						LN		8		12		false		12                   This EDAP is an unsponsored EDAP award				false

		204						LN		8		13		false		13   for payroll credit in the amount requested of				false

		205						LN		8		14		false		14   $1,470,000.				false

		206						LN		8		15		false		15                   Lotte Chemical of Louisiana, LLC is a				false

		207						LN		8		16		false		16   wholly-owned subsidiary of Lotte Chemical USA				false

		208						LN		8		17		false		17   Corporation.  They have been around since 1976.  They				false

		209						LN		8		18		false		18   continue to grow by successfully expanding their				false

		210						LN		8		19		false		19   business operations through vertical immigration of both				false

		211						LN		8		20		false		20   its raw material extraction and also production of new				false

		212						LN		8		21		false		21   products.  They're a global company.  They sell to				false

		213						LN		8		22		false		22   companies, other companies around the world, and				false

		214						LN		8		23		false		23   approximately 152 countries and growing.				false

		215						LN		8		24		false		24                   Their most recent expansion, which this				false

		216						LN		8		25		false		25   EDAP request is for, is for a new -- bare with me.  I'm				false

		217						PG		9		0		false		page 9				false

		218						LN		9		1		false		 1   not familiar with these terms -- 700 kiloton per annum				false

		219						LN		9		2		false		 2   or 1.5-billion pounds per year of monoethylene glycol				false

		220						LN		9		3		false		 3   plant in Westlake, Louisiana, which is in Calcasieu				false

		221						LN		9		4		false		 4   Parish.  The new plant will be fully integrated with our				false

		222						LN		9		5		false		 5   next EDAP request for the newly-formed joint venture of				false

		223						LN		9		6		false		 6   LACC, LLC, which that is proposing a 1,000 kiloton per				false

		224						LN		9		7		false		 7   annum or 2.2-billion pounds per year ethenol cracker.				false

		225						LN		9		8		false		 8                   The proposed monoethylene glycol plant				false

		226						LN		9		9		false		 9   or MEG has the capacity to produce products to be				false

		227						LN		9		10		false		10   distributed to customers throughout primarily US, Europe				false

		228						LN		9		11		false		11   and Asia, and once it's completed and fully operational,				false

		229						LN		9		12		false		12   this will be the largest MEG plant of the kind in the				false

		230						LN		9		13		false		13   US.				false

		231						LN		9		14		false		14                   As I said, the EDAP request is for				false

		232						LN		9		15		false		15   $1,470,000.  We will be assisting with infrastructure				false

		233						LN		9		16		false		16   and improvements.  Primarily we're looking at road				false

		234						LN		9		17		false		17   upgrades and associated activities with the				false

		235						LN		9		18		false		18   infrastructure.				false

		236						LN		9		19		false		19                   Lotte Chemical will provide the state				false

		237						LN		9		20		false		20   with either a first position mortgage or equivalent				false

		238						LN		9		21		false		21   because it is an unsponsored, so it's all owned by				false

		239						LN		9		22		false		22   private property.  The total project is approximately				false

		240						LN		9		23		false		23   $1.1-billion.  It would be the infrastructure				false

		241						LN		9		24		false		24   improvement of 1.47-billion.  It is .14 percent of the				false

		242						LN		9		25		false		25   overall project budget.  The rest of it will be financed				false

		243						PG		10		0		false		page 10				false

		244						LN		10		1		false		 1   primarily through the company itself.				false

		245						LN		10		2		false		 2                   Job performance goals that the company				false

		246						LN		10		3		false		 3   has agreed to is to create and maintain 80 new jobs at				false

		247						LN		10		4		false		 4   an annual payroll of 8.1-million to be reached by 2022.				false

		248						LN		10		5		false		 5   And just for comparison purposes, Calcasieu Parish's				false

		249						LN		10		6		false		 6   unemployment rate in July 2016 is 5.5 percent as				false

		250						LN		10		7		false		 7   compared to the state rate of 6.9 percent for the same				false

		251						LN		10		8		false		 8   time period, and the per capita income of Calcasieu				false

		252						LN		10		9		false		 9   Parish in 2014 was just over $40,000 compared to the				false

		253						LN		10		10		false		10   state per capita of $42,000.				false

		254						LN		10		11		false		11                   Staff recommends approval of this				false

		255						LN		10		12		false		12   project as an unsponsored EDAP payroll credit award with				false

		256						LN		10		13		false		13   our basic contingencies that we normally have.  The				false

		257						LN		10		14		false		14   company has agreed to create those 80 jobs and maintain				false

		258						LN		10		15		false		15   them through the life of the EDAP project with the				false

		259						LN		10		16		false		16   associated payroll of 8.1-million through 2022.				false

		260						LN		10		17		false		17   Additionally, the total capital investment by Lotte				false

		261						LN		10		18		false		18   Chemical and the Westlake facility will be invested by				false

		262						LN		10		19		false		19   the company at a rate of 1.1-billion to be hit by May				false

		263						LN		10		20		false		20   1st, 2018.				false

		264						LN		10		21		false		21                   And with that, I'm going to turn it over				false

		265						LN		10		22		false		22   to Mr. Rock and Mr. Broderick as they have a little bit				false

		266						LN		10		23		false		23   more information about the company and give you a little				false

		267						LN		10		24		false		24   bit more detail about the activities that are taking				false

		268						LN		10		25		false		25   place in Westlake.				false

		269						PG		11		0		false		page 11				false

		270						LN		11		1		false		 1               MR. ROCK:				false

		271						LN		11		2		false		 2                   Thanks, Steven.				false

		272						LN		11		3		false		 3                   I'm Jim Rock.  I'm the executive				false

		273						LN		11		4		false		 4   director of the site for Lotte Chemical, USA, which has				false

		274						LN		11		5		false		 5   ownership of both LACC and LCLA.  They own 100 percent				false

		275						LN		11		6		false		 6   of LCLA, which is Lotte Chemical of Louisiana, and they				false

		276						LN		11		7		false		 7   own 90 percent of LACC, which is located at Axiall				false

		277						LN		11		8		false		 8   Corporation.  And the investment for LACC is a				false

		278						LN		11		9		false		 9   1.9-billion.  For LCLA, it's 1.1-billion for a total of				false

		279						LN		11		10		false		10   $3-billion.				false

		280						LN		11		11		false		11                   And one thing I'll start out by saying,				false

		281						LN		11		12		false		12   I've heard it pronounced Lotte, Lotte, and Lotte, and				false

		282						LN		11		13		false		13   it's actually Lotte.				false

		283						LN		11		14		false		14               MS. MITCHELL:				false

		284						LN		11		15		false		15                   Thanks for that correction.  That was				false

		285						LN		11		16		false		16   going to be my question.				false

		286						LN		11		17		false		17               MR. ROCK:				false

		287						LN		11		18		false		18                   They're headquartered in South Korea.				false

		288						LN		11		19		false		19   It's a very large corporation, very integrated				false

		289						LN		11		20		false		20   corporation that has a lot of retail products of				false

		290						LN		11		21		false		21   beverages, foods, hotels, hotels in New York City and				false

		291						LN		11		22		false		22   around the world.  They've got total of 200,000				false

		292						LN		11		23		false		23   employees worldwide, including about 70,000 in Korea and				false

		293						LN		11		24		false		24   South Korea, and elsewhere in the world.  The investment				false

		294						LN		11		25		false		25   represents not only the largest MEG plant in the US, by				false

		295						PG		12		0		false		page 12				false

		296						LN		12		1		false		 1   far the largest investment that Lotte has.  Prior to				false

		297						LN		12		2		false		 2   this investment, we had about a 303-employee facility				false

		298						LN		12		3		false		 3   just outside of Hyundai manufacturing plant in Southeast				false

		299						LN		12		4		false		 4   Alabama, so this is a big investment for Lotte, a big				false

		300						LN		12		5		false		 5   investment for -- a foreign investment for the State of				false

		301						LN		12		6		false		 6   Louisiana and we're glad to pick Louisiana because of				false

		302						LN		12		7		false		 7   the workforce, because of the -- deepwater ports, also				false

		303						LN		12		8		false		 8   the Lake Charles plant and also the integration with the				false

		304						LN		12		9		false		 9   what used to be BP industries and it became Axiall and a				false

		305						LN		12		10		false		10   couple weeks ago became part of the Westlake Chemical.				false

		306						LN		12		11		false		11               MR. ROY:				false

		307						LN		12		12		false		12                   Any questions or comments?				false

		308						LN		12		13		false		13               MS. MITCHELL:				false

		309						LN		12		14		false		14                   Mandi Mitchell, Assistant Secretary.				false

		310						LN		12		15		false		15   Thank y'all for being here today.				false

		311						LN		12		16		false		16                   I was just looking through your				false

		312						LN		12		17		false		17   presentation and wanted to emphasize the economic impact				false

		313						LN		12		18		false		18   of the project being 66.7-million and an estimated local				false

		314						LN		12		19		false		19   tax revenue of 215-million over the 10-year period.  Did				false

		315						LN		12		20		false		20   you want to elaborate on that?				false

		316						LN		12		21		false		21               MR. ROCK:				false

		317						LN		12		22		false		22                   Well, our total improvement for the two				false

		318						LN		12		23		false		23   sites is going to exceed about 215 or so.  We've also,				false

		319						LN		12		24		false		24   right now, the Lotte offices are in Houston, Texas.				false

		320						LN		12		25		false		25   That's because CB&I was already in contract for a				false

		321						PG		13		0		false		page 13				false

		322						LN		13		1		false		 1   project and then contemplated moving the USA				false

		323						LN		13		2		false		 2   headquarters into Louisiana to Westlake.  If that comes				false

		324						LN		13		3		false		 3   comes to fruition, that's going to bring, as you can				false

		325						LN		13		4		false		 4   imagine, high-salary jobs.  There will be a lot of state				false

		326						LN		13		5		false		 5   income tax abatement and a lot of purchases if somebody				false

		327						LN		13		6		false		 6   moves, they're buying houses; they're buying groceries;				false

		328						LN		13		7		false		 7   they're buying gas; they're going out to eat at				false

		329						LN		13		8		false		 8   restaurants.  There's a lot of other investments going				false

		330						LN		13		9		false		 9   into Calcasieu Parish, as I'm sure you're aware of, so				false

		331						LN		13		10		false		10   it's going to be a tremendous benefit for the parish as				false

		332						LN		13		11		false		11   well as the state.				false

		333						LN		13		12		false		12               MS. THAM:				false

		334						LN		13		13		false		13                   Can I ask quickly what the number of				false

		335						LN		13		14		false		14   people at the headquarters currently is?				false

		336						LN		13		15		false		15               MR. ROCK:				false

		337						LN		13		16		false		16                   We're anticipating that it's going to				false

		338						LN		13		17		false		17   add about 25 jobs, president, financial, HR.				false

		339						LN		13		18		false		18               MS. THAM:				false

		340						LN		13		19		false		19                   All high salary?				false

		341						LN		13		20		false		20               MR. ROCK:				false

		342						LN		13		21		false		21                   Right.				false

		343						LN		13		22		false		22               MR. ROY:				false

		344						LN		13		23		false		23                   Yes, sir.				false

		345						LN		13		24		false		24               MR. BRODERICK:				false

		346						LN		13		25		false		25                    My name is Jesse.  I just want to add				false

		347						PG		14		0		false		page 14				false

		348						LN		14		1		false		 1   to your comment that the state revenue of 66.7, I mean,				false

		349						LN		14		2		false		 2   that's mostly made up of the sales tax and the benefits				false

		350						LN		14		3		false		 3   the state will get from the indirect jobs that come.				false

		351						LN		14		4		false		 4   What's not included is the anticipated income tax				false

		352						LN		14		5		false		 5   revenue.  Now, you could anticipate there could be over				false

		353						LN		14		6		false		 6   300-million in additional income tax that the State of				false

		354						LN		14		7		false		 7   Louisiana will get over the next 10 years as a result of				false

		355						LN		14		8		false		 8   this project.				false

		356						LN		14		9		false		 9               MR. ROY:				false

		357						LN		14		10		false		10                   I'm sorry.  I missed your title and				false

		358						LN		14		11		false		11   name.				false

		359						LN		14		12		false		12               MR. BRODERICK:				false

		360						LN		14		13		false		13                   Jesse Broderick.  I'm managing partner				false

		361						LN		14		14		false		14   of SumIT Credit.				false

		362						LN		14		15		false		15               MR. ROY:				false

		363						LN		14		16		false		16                   Thank you.				false

		364						LN		14		17		false		17                   Any other questions or comments?				false

		365						LN		14		18		false		18               MR. CAMPBELL:				false

		366						LN		14		19		false		19                   I just want to ask, what motivated you				false

		367						LN		14		20		false		20   to look at purchasing this particular project?				false

		368						LN		14		21		false		21               MR. ROCK:				false

		369						LN		14		22		false		22                   Well, this project is important for				false

		370						LN		14		23		false		23   Lotte because they wanted to take advantage of the				false

		371						LN		14		24		false		24   low-priced ethane, which was a stateside ethylene				false

		372						LN		14		25		false		25   cracker.  Other parts of the world, ethane is either				false

		373						PG		15		0		false		page 15				false

		374						LN		15		1		false		 1   very expensive or nonexistent and does not fit the other				false

		375						LN		15		2		false		 2   feedstock, so being able to take advantage of the low				false

		376						LN		15		3		false		 3   cost of ethane was a very important factor into this				false

		377						LN		15		4		false		 4   area.  And, also, building a plant, the smaller you				false

		378						LN		15		5		false		 5   build a plant, the less economy of scale have, so they				false

		379						LN		15		6		false		 6   wanted to build a full-scale facility, and they had				false

		380						LN		15		7		false		 7   demand for about 1-billion pounds a year to meet their				false

		381						LN		15		8		false		 8   MEG requirements.  And Axiall, who uses approximately				false

		382						LN		15		9		false		 9   about a billion pounds a year for their Westlake				false

		383						LN		15		10		false		10   facility, and so in their existing Westlake facility,				false

		384						LN		15		11		false		11   they produced, according to cost of just the basic				false

		385						LN		15		12		false		12   products, to sell most of the cost, about 65 percent of				false

		386						LN		15		13		false		13   chlorine will be used in derivative products, and those				false

		387						LN		15		14		false		14   derivative products all contain a carbon molecule and				false

		388						LN		15		15		false		15   the ethane and carbon molecule in the plant.  So they				false

		389						LN		15		16		false		16   produce perchloroethylene, trichloroethylene, methyl				false

		390						LN		15		17		false		17   chloroform, EDC is ethylene dichloride and dichloride,				false

		391						LN		15		18		false		18   which goes to the EBC, which, you know, is housing and				false

		392						LN		15		19		false		19   that sort of...				false

		393						LN		15		20		false		20               MR. CAMPBELL:				false

		394						LN		15		21		false		21                   Got you.				false

		395						LN		15		22		false		22               MR. ROCK:				false

		396						LN		15		23		false		23                   So we looked for a partner that needed				false

		397						LN		15		24		false		24   about the equivalent amount of ethylene.				false

		398						LN		15		25		false		25               MR. ROY:				false

		399						PG		16		0		false		page 16				false

		400						LN		16		1		false		 1                   Good match and a great place to do				false

		401						LN		16		2		false		 2   business.				false

		402						LN		16		3		false		 3               MR. CAMPBELL:				false

		403						LN		16		4		false		 4                   Got you.				false

		404						LN		16		5		false		 5               MR. ROY:				false

		405						LN		16		6		false		 6                   Anyone else?				false

		406						LN		16		7		false		 7               (No response.)				false

		407						LN		16		8		false		 8               MR. ROY:				false

		408						LN		16		9		false		 9                   Hearing none, I'll entertain a motion.				false

		409						LN		16		10		false		10               MS. MITCHELL:				false

		410						LN		16		11		false		11                   Move to approve the unsponsored EDAP for				false

		411						LN		16		12		false		12   Lotte Chemical at 1.47-million.				false

		412						LN		16		13		false		13               MS. THAM:				false

		413						LN		16		14		false		14                   Second.				false

		414						LN		16		15		false		15               MR. ROY:				false

		415						LN		16		16		false		16                   Motion and a second.				false

		416						LN		16		17		false		17                   Any other discussion?				false

		417						LN		16		18		false		18               (No response.)				false

		418						LN		16		19		false		19               MR. ROY:				false

		419						LN		16		20		false		20                   Hearing none, all in favor, "aye."				false

		420						LN		16		21		false		21               (Several members respond "aye.")				false

		421						LN		16		22		false		22               MR. ROY:				false

		422						LN		16		23		false		23                   All opposed, "nay."				false

		423						LN		16		24		false		24               (No response.)				false

		424						LN		16		25		false		25               MR. ROY:				false

		425						PG		17		0		false		page 17				false

		426						LN		17		1		false		 1                   Any comments from the public?				false

		427						LN		17		2		false		 2               (No response.)				false

		428						LN		17		3		false		 3               MR. ROY:				false

		429						LN		17		4		false		 4                   Hearing none, it's approved.				false

		430						LN		17		5		false		 5   Congratulations.  Please keep us posted on your success.				false

		431						LN		17		6		false		 6               MR. ROCK:				false

		432						LN		17		7		false		 7                   Thank you.				false

		433						LN		17		8		false		 8               MR. ROY:				false

		434						LN		17		9		false		 9                   Next order of business is LACC, LLC, US,				false

		435						LN		17		10		false		10   and that's the Axiall Corporation.  They related a				false

		436						LN		17		11		false		11   project?				false

		437						LN		17		12		false		12               MR. BAHAM:				false

		438						LN		17		13		false		13                   With me again is Mr. Jim Rock and Jesse				false

		439						LN		17		14		false		14   Broderick representing LACC here for this project.				false

		440						LN		17		15		false		15                   As Mr. Rock pretty much summed up the				false

		441						LN		17		16		false		16   relationship between the two companies in his				false

		442						LN		17		17		false		17   presentation just a minute ago, I'll go ahead and quick				false

		443						LN		17		18		false		18   you a quick rundown.				false

		444						LN		17		19		false		19                   As he said, Lotte Chemical is building a				false

		445						LN		17		20		false		20   new facility, which we just approved to assist in the				false

		446						LN		17		21		false		21   infrastructure improvements at the Westlake location				false

		447						LN		17		22		false		22   next door to Axiall Corporation.				false

		448						LN		17		23		false		23                   Just to give you a brief history, Axiall				false

		449						LN		17		24		false		24   Corporation has been operating in Southwest Louisiana				false

		450						LN		17		25		false		25   for many decades, I believe over 70 years now, and				false

		451						PG		18		0		false		page 18				false

		452						LN		18		1		false		 1   they're a global provider of chemicals and building				false

		453						LN		18		2		false		 2   products.  They mainly utilize natural resources in its				false

		454						LN		18		3		false		 3   essential ingredients, like chlorine, caustic soda,				false

		455						LN		18		4		false		 4   needed to create products such as minor building				false

		456						LN		18		5		false		 5   materials, siding, windows, doors, trims, pipefitting,				false

		457						LN		18		6		false		 6   et cetera.				false

		458						LN		18		7		false		 7                   For Axiall Corporation, this joint				false

		459						LN		18		8		false		 8   venture plant represents continued investment into the				false

		460						LN		18		9		false		 9   State of Louisiana and the people of Calcasieu Parish.				false

		461						LN		18		10		false		10   This new plant, which is a joint venture between Lotte				false

		462						LN		18		11		false		11   and Axiall, will be, once created, it's a newly-created				false

		463						LN		18		12		false		12   ethenyl cracker, will be able to produce approximately				false

		464						LN		18		13		false		13   1-million metric tons of ethylene a year.  Also, for				false

		465						LN		18		14		false		14   Lotte, not only is this representing an expansion of				false

		466						LN		18		15		false		15   their operations here in the US, but it marks the first				false

		467						LN		18		16		false		16   Korean-based petrochemical company to locate here than				false

		468						LN		18		17		false		17   anywhere in the United States.				false

		469						LN		18		18		false		18                   This particular EDAP request is for				false

		470						LN		18		19		false		19   700,000, which will also go towards improvements to the				false

		471						LN		18		20		false		20   infrastructure or additions to privately-held				false

		472						LN		18		21		false		21   infrastructure, like rooms and all of the associated				false

		473						LN		18		22		false		22   pieces that go with that.				false

		474						LN		18		23		false		23                   The total project for this is				false

		475						LN		18		24		false		24   $1.9-billion of which the 700,000 represents just .04				false

		476						LN		18		25		false		25   percent of the overall cost of the project.  Similar				false

		477						PG		19		0		false		page 19				false

		478						LN		19		1		false		 1   documents and payroll commitments made for this				false

		479						LN		19		2		false		 2   particular plant.  Axiall has agreed to retain 1,600				false

		480						LN		19		3		false		 3   jobs with an approximate annual payroll of $86-million				false

		481						LN		19		4		false		 4   at an increase of two percent per year through 2022.				false

		482						LN		19		5		false		 5   And, also, LACC, which is the new joint venture, has				false

		483						LN		19		6		false		 6   agreed to create and retain 135 new jobs throughout the				false

		484						LN		19		7		false		 7   life of the EDAP at an annual payroll of 11.5-million by				false

		485						LN		19		8		false		 8   2022.				false

		486						LN		19		9		false		 9                   Just to reiterate, the previous project				false

		487						LN		19		10		false		10   and this protect, while they're related and while Lotte				false

		488						LN		19		11		false		11   Chemical does own 90 percent of this joint venture,				false

		489						LN		19		12		false		12   they're two separate entities.  The 80 jobs from the				false

		490						LN		19		13		false		13   previous EDAP will be separate.  They are totally				false

		491						LN		19		14		false		14   separate from the 135 jobs and payroll for this plant,				false

		492						LN		19		15		false		15   so they will be reported and that's why they're being				false

		493						LN		19		16		false		16   presented as two separate projects because they are				false

		494						LN		19		17		false		17   legally two separate entities and all of the jobs and				false

		495						LN		19		18		false		18   investment will be completely separate.				false

		496						LN		19		19		false		19                   Staff would recommend -- recommends				false

		497						LN		19		20		false		20   approval of this protect as an unsponsored EDAP and				false

		498						LN		19		21		false		21   payroll award.  Axiall has, as I said, agreed to retain				false

		499						LN		19		22		false		22   1,600 jobs with an estimated payroll of 66-million to be				false

		500						LN		19		23		false		23   increased by two percent annually, and LACC will create				false

		501						LN		19		24		false		24   135 new jobs with an estimated payroll of 11 and half				false

		502						LN		19		25		false		25   million by 2022.  We have all of our standard				false

		503						PG		20		0		false		page 20				false

		504						LN		20		1		false		 1   contingencies, which I might add the additional				false

		505						LN		20		2		false		 2   investment by LACC will be at least 1.9-billion by May				false

		506						LN		20		3		false		 3   1st, of 2018.				false

		507						LN		20		4		false		 4                   And I'm going to pass it over to				false

		508						LN		20		5		false		 5   Mr. Rock and Mr. Broderick for any additional				false

		509						LN		20		6		false		 6   information I may have missed or skimmed over and answer				false

		510						LN		20		7		false		 7   any questions you have.				false

		511						LN		20		8		false		 8               MR. ROY:				false

		512						LN		20		9		false		 9                   Before you begin, just for the record,				false

		513						LN		20		10		false		10   Mr. Andre is recusing himself from this matter as well.				false

		514						LN		20		11		false		11                   You may proceed.  Thank you.				false

		515						LN		20		12		false		12               MR. ROCK:				false

		516						LN		20		13		false		13                   This project, the LACC part is important				false

		517						LN		20		14		false		14   because you can't make MEG without the E, so that's why				false

		518						LN		20		15		false		15   it's titled that project.				false

		519						LN		20		16		false		16                   The Axiall portion is going to supply				false

		520						LN		20		17		false		17   their ethylene need for their Lake Charles or Westlake				false

		521						LN		20		18		false		18   facilities of both the North and South plant, and				false

		522						LN		20		19		false		19   currently -- that plant started up in 1947, so it's got				false

		523						LN		20		20		false		20   over 70 years of operations since that time.  In the				false

		524						LN		20		21		false		21   early 1960s, when the plant expanded and started to				false

		525						LN		20		22		false		22   produce for the -- in like with those projects and so				false

		526						LN		20		23		false		23   they started purchasing ethylene at that time.  So right				false

		527						LN		20		24		false		24   now, the plant is, historically since the '60s, have				false

		528						LN		20		25		false		25   bought ethylene from a variety of producers in Southeast				false

		529						PG		21		0		false		page 21				false

		530						LN		21		1		false		 1   Texas and around Louisiana getting their own				false

		531						LN		21		2		false		 2   producer-based economics.  Ethylene is going to help				false

		532						LN		21		3		false		 3   ensure the actual plant can operate another 70 years.				false

		533						LN		21		4		false		 4   It's very competitive.  That's why it's important.				false

		534						LN		21		5		false		 5               MR. ROY:				false

		535						LN		21		6		false		 6                   Would you like to add anything to that				false

		536						LN		21		7		false		 7   before we have questions?				false

		537						LN		21		8		false		 8               MR. BRODERICK:				false

		538						LN		21		9		false		 9                   No.  At this time, I'm just going to				false

		539						LN		21		10		false		10   help answer any questions.				false

		540						LN		21		11		false		11               MR. ROY:				false

		541						LN		21		12		false		12                   Questions or comments?				false

		542						LN		21		13		false		13               MS. THAM:				false

		543						LN		21		14		false		14                   It appears that there's plenty of demand				false

		544						LN		21		15		false		15   for this project; right, just in the companies here that				false

		545						LN		21		16		false		16   even building such a big facility, it's not going to				false

		546						LN		21		17		false		17   surpass the demand, is it?				false

		547						LN		21		18		false		18               MR. ROCK:				false

		548						LN		21		19		false		19                   No, certainly not.  There will be no				false

		549						LN		21		20		false		20   other -- no other ethylene plants will be shutting down				false

		550						LN		21		21		false		21   as a result of this.				false

		551						LN		21		22		false		22               MR. BRODERICK:				false

		552						LN		21		23		false		23                   I guess I could point out if you have				false

		553						LN		21		24		false		24   your presentation in front of you, if you looked at the				false

		554						LN		21		25		false		25   map, you can see that these two facilities will				false

		555						PG		22		0		false		page 22				false

		556						LN		22		1		false		 1   literally be right next to each other.  They are				false

		557						LN		22		2		false		 2   altogether.				false

		558						LN		22		3		false		 3                   Page 3 of the slide presentation of the				false

		559						LN		22		4		false		 4   project.				false

		560						LN		22		5		false		 5               MR. CAMPBELL:				false

		561						LN		22		6		false		 6                   I just have a question real quick.  I				false

		562						LN		22		7		false		 7   was kind of noticing the financial showing that the				false

		563						LN		22		8		false		 8   revenues were decreasing for actual.  What was the main				false

		564						LN		22		9		false		 9   reason for that piece?				false

		565						LN		22		10		false		10               MR. BRODERICK:				false

		566						LN		22		11		false		11                   I think over in 2013, '14 and '15, like				false

		567						LN		22		12		false		12   it went from -- if I'm looking at this correctly.				false

		568						LN		22		13		false		13               MR. CAMPBELL:				false

		569						LN		22		14		false		14                   Looks like it dropped from 3,700,000 to				false

		570						LN		22		15		false		15   3,300,000.				false

		571						LN		22		16		false		16               MR. BRODERICK:				false

		572						LN		22		17		false		17                   Are you looking at the prior year				false

		573						LN		22		18		false		18   financials?				false

		574						LN		22		19		false		19               MR. CAMPBELL:				false

		575						LN		22		20		false		20                   Yes, yes.  The credit memo.				false

		576						LN		22		21		false		21               MR. ROCK:				false

		577						LN		22		22		false		22                   This is for Lotte Chemical or is this				false

		578						LN		22		23		false		23   for Axiall?				false

		579						LN		22		24		false		24               MR. CAMPBELL:				false

		580						LN		22		25		false		25                   Axiall, right.				false

		581						PG		23		0		false		page 23				false

		582						LN		23		1		false		 1               MR. BAHAM:				false

		583						LN		23		2		false		 2                   What page is that on, Mr. Campbell?				false

		584						LN		23		3		false		 3               MR. CAMPBELL:				false

		585						LN		23		4		false		 4                   It's on Page, I think, 133 under the				false

		586						LN		23		5		false		 5   Financial Analysis section.				false

		587						LN		23		6		false		 6               MS. THAM:				false

		588						LN		23		7		false		 7                   There's a Comparative Financial				false

		589						LN		23		8		false		 8   Statement on 174, too, that shows the three years.				false

		590						LN		23		9		false		 9               MR. ROCK:				false

		591						LN		23		10		false		10                   You're talking about Reduced Revenue for				false

		592						LN		23		11		false		11   Axiall Corporation?				false

		593						LN		23		12		false		12               MS. THAM:				false

		594						LN		23		13		false		13                   Right.  The sales went down				false

		595						LN		23		14		false		14   significantly.				false

		596						LN		23		15		false		15               MR. ROCK:				false

		597						LN		23		16		false		16                   Yeah.  I mentioned earlier their base				false

		598						LN		23		17		false		17   products are chlorine and caustic soda and they used				false

		599						LN		23		18		false		18   very little of the caustic in their production and sell				false

		600						LN		23		19		false		19   most of that.  A lot of cost that goes into the alumina				false

		601						LN		23		20		false		20   industry, and whether they -- they sell, they market				false

		602						LN		23		21		false		21   maybe 35 percent of the chlorine and use the other 65				false

		603						LN		23		22		false		22   percent in their derivatives products, but they sell				false

		604						LN		23		23		false		23   90-something -- over 90 percent of the caustic.  So the				false

		605						LN		23		24		false		24   caustic price is like a sign, it goes up and down, up				false

		606						LN		23		25		false		25   and down according to demand, and a lot of that, they				false

		607						PG		24		0		false		page 24				false

		608						LN		24		1		false		 1   export all of that caustic to South America and the				false

		609						LN		24		2		false		 2   other countries where there's large alumina plants and				false

		610						LN		24		3		false		 3   the alumina industry has taken a hit, you might be aware				false

		611						LN		24		4		false		 4   of here.  Domestically, as well as a lot of the alumina				false

		612						LN		24		5		false		 5   industry is down, a lot of those plants are shut down,				false

		613						LN		24		6		false		 6   so the price of caustic, which varies tremendously, has				false

		614						LN		24		7		false		 7   a gigantic impact on revenue.				false

		615						LN		24		8		false		 8               MS. MITCHELL:				false

		616						LN		24		9		false		 9                   If I may, just to piggyback on what the				false

		617						LN		24		10		false		10   gentlemen just mentioned about the alumina industry,				false

		618						LN		24		11		false		11   just because I'm directly involved with efforts of one				false

		619						LN		24		12		false		12   of our aluminum plants in the state here to try and help				false

		620						LN		24		13		false		13   retain those jobs, they have taken a significant hit				false

		621						LN		24		14		false		14   because of unfair practices of China basically dumping				false

		622						LN		24		15		false		15   alumina into our industry, into the market and driving				false

		623						LN		24		16		false		16   those prices down and putting pressure on the alumina				false

		624						LN		24		17		false		17   plants that we do have in the US.  And so I can speak to				false

		625						LN		24		18		false		18   that directly because I'm involved with an effort to try				false

		626						LN		24		19		false		19   to raise awareness of this issue amongst or members of				false

		627						LN		24		20		false		20   congress because we have one plant here in Louisiana				false

		628						LN		24		21		false		21   with almost 400 jobs that we're trying to help retain.				false

		629						LN		24		22		false		22               MR. CAMPBELL:				false

		630						LN		24		23		false		23                   The reason I ask the question, and I				false

		631						LN		24		24		false		24   just want to make sure, the impact of the profitability				false

		632						LN		24		25		false		25   the company.				false

		633						PG		25		0		false		page 25				false

		634						LN		25		1		false		 1               MR. ROCK:				false

		635						LN		25		2		false		 2                   This project is going to help because,				false

		636						LN		25		3		false		 3   like I mentioned, the price of caustic goes up and down				false

		637						LN		25		4		false		 4   and so it's very atypical for the nature of it, and				false

		638						LN		25		5		false		 5   Axiall is one of the few companies that is not packing				false

		639						LN		25		6		false		 6   and making their own ethylene.  So this is going to help				false

		640						LN		25		7		false		 7   us be competitive with other --				false

		641						LN		25		8		false		 8               MS. THAM:				false

		642						LN		25		9		false		 9                   So if they're primarily chlorine and is				false

		643						LN		25		10		false		10   this a major diversification for this?				false

		644						LN		25		11		false		11               MR. ROCK:				false

		645						LN		25		12		false		12                   Well, it's a diversification that				false

		646						LN		25		13		false		13   started in the early '60s, so it's been around for a				false

		647						LN		25		14		false		14   while, and that's where a lot of most of the chlorine				false

		648						LN		25		15		false		15   and chlorinated-derivative products, you know, vinyl,				false

		649						LN		25		16		false		16   all kind of products that's used in your home, the				false

		650						LN		25		17		false		17   vehicle, PVC, of course, and all kinds of house building				false

		651						LN		25		18		false		18   and industrial building materials.  That's kind of where				false

		652						LN		25		19		false		19   the growth of the chlorine market has been for a couple				false

		653						LN		25		20		false		20   of decades.				false

		654						LN		25		21		false		21               MR. ROY:				false

		655						LN		25		22		false		22                   What percentage of the world's ethylene				false

		656						LN		25		23		false		23   will this plant produce once it's up and running as the				false

		657						LN		25		24		false		24   largest ethylene plant in the world?				false

		658						LN		25		25		false		25               MR. ROCK:				false

		659						PG		26		0		false		page 26				false

		660						LN		26		1		false		 1                   Well, it's the largest -- I think we				false

		661						LN		26		2		false		 2   said the largest MEG plant that was built in the United				false

		662						LN		26		3		false		 3   States.  So there are ethylene plants larger than the				false

		663						LN		26		4		false		 4   one we're building.  Actually one right across the				false

		664						LN		26		5		false		 5   interstate.  Sasol is building one that's larger than				false

		665						LN		26		6		false		 6   this right now, but percentage-wise, I don't know.				false

		666						LN		26		7		false		 7               MR. ROY:				false

		667						LN		26		8		false		 8                   It's the largest what?				false

		668						LN		26		9		false		 9               MR. ROCK:				false

		669						LN		26		10		false		10                   MEG plant.				false

		670						LN		26		11		false		11               MR. ROY:				false

		671						LN		26		12		false		12                   Plant in the US.				false

		672						LN		26		13		false		13                   How many MEG plants are in the US?				false

		673						LN		26		14		false		14               MR. ROCK:				false

		674						LN		26		15		false		15                   I don't know how many.				false

		675						LN		26		16		false		16               MR. ROY:				false

		676						LN		26		17		false		17                   Any other questions or comments?				false

		677						LN		26		18		false		18               (No response.)				false

		678						LN		26		19		false		19               MR. ROY:				false

		679						LN		26		20		false		20                   Comments from the public?				false

		680						LN		26		21		false		21               (No response.)				false

		681						LN		26		22		false		22               MR. ROY:				false

		682						LN		26		23		false		23                   Hearing none, I'll entertain a motion				false

		683						LN		26		24		false		24   from the board.				false

		684						LN		26		25		false		25               MS. MITCHELL:				false

		685						PG		27		0		false		page 27				false

		686						LN		27		1		false		 1                   Move to approve the $700,000 unsponsored				false

		687						LN		27		2		false		 2   EDAP for the LACC and Axiall joint venture project.				false

		688						LN		27		3		false		 3               MR. CAMPBELL:				false

		689						LN		27		4		false		 4                   And I second that.				false

		690						LN		27		5		false		 5               MR. ROY:				false

		691						LN		27		6		false		 6                   Motion and second.				false

		692						LN		27		7		false		 7                   Any other discussion?				false

		693						LN		27		8		false		 8               (No response.)				false

		694						LN		27		9		false		 9               MR. ROY:				false

		695						LN		27		10		false		10                   Hearing none, all in favor, "aye."				false

		696						LN		27		11		false		11               (Several members respond "aye.")				false

		697						LN		27		12		false		12               MR. ROY:				false

		698						LN		27		13		false		13                   All opposed, "nay."				false

		699						LN		27		14		false		14               (No response.)				false

		700						LN		27		15		false		15               MR. ROY:				false

		701						LN		27		16		false		16                   Without objection.  Congratulations.				false

		702						LN		27		17		false		17   Again, please keep us posted.				false

		703						LN		27		18		false		18               MR. ROCK:				false

		704						LN		27		19		false		19                   Thank you.				false

		705						LN		27		20		false		20               MR. BRODERICK:				false

		706						LN		27		21		false		21                   Thank you.				false

		707						LN		27		22		false		22               MR. ROY:				false

		708						LN		27		23		false		23                   Next order of business is one of the				false

		709						LN		27		24		false		24   SSBCI program, Acadian Cypress & Hardwood, American Bank				false

		710						LN		27		25		false		25   and Trust.  Mr. Pennington.				false

		711						PG		28		0		false		page 28				false

		712						LN		28		1		false		 1               MR. PENNINGTON:				false

		713						LN		28		2		false		 2                   Good morning.				false

		714						LN		28		3		false		 3               MR. ROY:				false

		715						LN		28		4		false		 4                   Good morning.				false

		716						LN		28		5		false		 5                   Good morning, gentlemen.				false

		717						LN		28		6		false		 6               MR. PENNINGTON:				false

		718						LN		28		7		false		 7                   This is Mr. Frank Vallot.  He's the				false

		719						LN		28		8		false		 8   owner of Acadian Cypress, and Stan is - Mr. Stan from				false

		720						LN		28		9		false		 9   American Bank and Trust.				false

		721						LN		28		10		false		10                   I'm excited about this project this				false

		722						LN		28		11		false		11   morning.  This is a great Louisiana company and a brand				false

		723						LN		28		12		false		12   new bank; hadn't used our program.  Excited to be				false

		724						LN		28		13		false		13   working with them as well as American Bank and Trust.				false

		725						LN		28		14		false		14   Glad to have them at the table.				false

		726						LN		28		15		false		15                   Basically what Acadian Cypress does is				false

		727						LN		28		16		false		16   they manufacture lumber, plywood, siding, shingles				false

		728						LN		28		17		false		17   flooring, fencing, basically wood products essentially.				false

		729						LN		28		18		false		18   Cypress Hardwoods and the loan they're looking at today				false

		730						LN		28		19		false		19   is for $1.5-million, of which $250,000 will be carved				false

		731						LN		28		20		false		20   out as eligible as a refinance.  By rules, we're not				false

		732						LN		28		21		false		21   allowed to guaranty that, so that would reduce the				false

		733						LN		28		22		false		22   amount of the loan that we can guaranty down to				false

		734						LN		28		23		false		23   $1.4-million, of which we'll have a $930,000 guaranty on				false

		735						LN		28		24		false		24   that.				false

		736						LN		28		25		false		25                   The purpose of this loan is mostly for				false

		737						PG		29		0		false		page 29				false

		738						LN		29		1		false		 1   inventory, to purchase new rolling stock for the				false

		739						LN		29		2		false		 2   company, and for working capital.  The collateral is				false

		740						LN		29		3		false		 3   going to be the new rolling stock purchase, properties				false

		741						LN		29		4		false		 4   that is owned by Mr. Frank, and the collateral more than				false

		742						LN		29		5		false		 5   meets the one-to-one requirements.				false

		743						LN		29		6		false		 6                   Now, I have a handout I passed out up				false

		744						LN		29		7		false		 7   there I think I gave everyone.  There's some appraisals				false

		745						LN		29		8		false		 8   that came in afterwards, after I sent out the package,				false

		746						LN		29		9		false		 9   and I just want to make sure that everyone got one, and				false

		747						LN		29		10		false		10   it more than meets the one-to-one requirement of the				false

		748						LN		29		11		false		11   collateral.				false

		749						LN		29		12		false		12                   This loan is going to result in the				false

		750						LN		29		13		false		13   creation of five new jobs and the retention of 61 new				false

		751						LN		29		14		false		14   jobs.  And one other thing I want to mention is we got				false

		752						LN		29		15		false		15   we got this loan package before the flood happened, and				false

		753						LN		29		16		false		16   they were having an uptick in the hardwood and cypress				false

		754						LN		29		17		false		17   business before the flood happened.  I'm sure Mr. Frank				false

		755						LN		29		18		false		18   can talk to that.  They're definitely going to have a				false

		756						LN		29		19		false		19   great bit of demand in the Baton Rouge area for these				false

		757						LN		29		20		false		20   type of products.  And I, for one, am happy that a				false

		758						LN		29		21		false		21   Louisiana Company is going to be supplying the needed				false

		759						LN		29		22		false		22   materials to rebuild basically Baton Rouge and the				false

		760						LN		29		23		false		23   state, and with that, I'll hand it over to Mr. Frank to				false

		761						LN		29		24		false		24   talk about his business and how he's looking to expand				false

		762						LN		29		25		false		25   and what he's got on the plan.				false

		763						PG		30		0		false		page 30				false

		764						LN		30		1		false		 1               MR. VALLOT:				false

		765						LN		30		2		false		 2                   Good morning.  Thank you, Chairman Roy,				false

		766						LN		30		3		false		 3   Assistant Secretary Mitchell and the LEDC Board for the				false

		767						LN		30		4		false		 4   opportunity to be here today.				false

		768						LN		30		5		false		 5                   I made notes because after being in				false

		769						LN		30		6		false		 6   business 30 years and starting, I can ramble, so I know				false

		770						LN		30		7		false		 7   that I have to cram it into, let's say, less than seven				false

		771						LN		30		8		false		 8   minutes, so it's not that I'm reading from script.  It's				false

		772						LN		30		9		false		 9   so I don't veer.				false

		773						LN		30		10		false		10                   I'd like to also thank Stan Dameron,				false

		774						LN		30		11		false		11   President of American Bank, and Pascal Dean, who's with				false

		775						LN		30		12		false		12   American Bank.  He's the Vice President.  And I'd like				false

		776						LN		30		13		false		13   to introduce Willie Bartel is our CFO, and Rick				false

		777						LN		30		14		false		14   Cangelosi, Vice President of Operations.  We're the				false

		778						LN		30		15		false		15   think tank for Acadian Cypress today.				false

		779						LN		30		16		false		16                   Until yesterday at about 6 o'clock, I				false

		780						LN		30		17		false		17   knew exactly what I was going to say and then I started				false

		781						LN		30		18		false		18   trying to cram it through the blender and so it's				false

		782						LN		30		19		false		19   interesting, I started this business and it's almost				false

		783						LN		30		20		false		20   like a business fairytale.  This Cajun guy goes to				false

		784						LN		30		21		false		21   college at USL, which, for those that are younger, it's				false

		785						LN		30		22		false		22   Lafayette.  It used to be called.				false

		786						LN		30		23		false		23               MS. MITCHELL:				false

		787						LN		30		24		false		24                   I'm from Lafayette, so you just scored				false

		788						LN		30		25		false		25   some points, and you called it USL.				false

		789						PG		31		0		false		page 31				false

		790						LN		31		1		false		 1               MR. VALLOT:				false

		791						LN		31		2		false		 2                   Yeah.  Well, if I'm here long enough,				false

		792						LN		31		3		false		 3   I'll probably just drop in occasion I was born and				false

		793						LN		31		4		false		 4   raised in New Iberia and it really comes out in me every				false

		794						LN		31		5		false		 5   once in a while.  Don't...				false

		795						LN		31		6		false		 6               Okay.  So I fell for this girl and followed				false

		796						LN		31		7		false		 7   her to Ponchatoula, and while I was there in				false

		797						LN		31		8		false		 8   Ponchatoula, that's where the real story begins.  I				false

		798						LN		31		9		false		 9   started Acadian Cypress in 1986 in my back yard.  Today,				false

		799						LN		31		10		false		10   we're 30 years strong.  We're approaching, during this				false

		800						LN		31		11		false		11   next five-year projection, a billion dollars in gross				false

		801						LN		31		12		false		12   sales revenue.  We have a customer base of 1,900, which				false

		802						LN		31		13		false		13   is industry specific and reoccurring accounts.  They are				false

		803						LN		31		14		false		14   cabinet makers, contractors, developers, antique				false

		804						LN		31		15		false		15   renovations and replications, retail, custom home				false

		805						LN		31		16		false		16   builders and people that want something special in their				false

		806						LN		31		17		false		17   home, and lumber yards.  We sell a lot of products to				false

		807						LN		31		18		false		18   other lumber yards as items that compliment the packages				false

		808						LN		31		19		false		19   they put together.  Not one customer accounts one or two				false

		809						LN		31		20		false		20   percent of our gross sales, so we're not dependent on				false

		810						LN		31		21		false		21   their volatility.  We have -- that's our ability to				false

		811						LN		31		22		false		22   maintain and survive and thrive through the ups and				false

		812						LN		31		23		false		23   downs over the last 30 years.				false

		813						LN		31		24		false		24                   We have 61 full-time employes.  Combined				false

		814						LN		31		25		false		25   total years of experience is 458, which is average of				false

		815						PG		32		0		false		page 32				false

		816						LN		32		1		false		 1   seven and a half per tenure, so we have a good retention				false

		817						LN		32		2		false		 2   rate.  The average income of all of the those employees				false

		818						LN		32		3		false		 3   is over $40,000, and we are adding five new jobs as a				false

		819						LN		32		4		false		 4   guaranty, but our projection is 10 to 12 positions.				false

		820						LN		32		5		false		 5                   We have over 300 years experience within				false

		821						LN		32		6		false		 6   the sales nucleus.  We have a specific sales staff that				false

		822						LN		32		7		false		 7   is trained and not only educated, but we have continued				false

		823						LN		32		8		false		 8   to develop them.  And specifically what Acadian does in				false

		824						LN		32		9		false		 9   Ponchatoula, Louisiana for Louisiana.				false

		825						LN		32		10		false		10                   We have domestic and imported vendors.				false

		826						LN		32		11		false		11   We bring products in from all over the world, and we				false

		827						LN		32		12		false		12   have proprietary manufacturing agreements with countries				false

		828						LN		32		13		false		13   or manufacturers in countries such as China that bring a				false

		829						LN		32		14		false		14   product in that fits Louisiana's need.  And it is				false

		830						LN		32		15		false		15   different, you know.  It's, if you look at the box				false

		831						LN		32		16		false		16   stores, even their product line has changed from area to				false

		832						LN		32		17		false		17   area.  Walmarts and all of those, you can see Cajun				false

		833						LN		32		18		false		18   paddles; however, you won't see them in Montana.  So we				false

		834						LN		32		19		false		19   have specific needs for the people and the builders				false

		835						LN		32		20		false		20   here.				false

		836						LN		32		21		false		21                   We have our own in-house CAD-based				false

		837						LN		32		22		false		22   molding manufacturing system where we can duplicate a				false

		838						LN		32		23		false		23   molding if it's brought to us.  We also have				false

		839						LN		32		24		false		24   documented -- we have over 2,000 profiles in-house, and				false

		840						LN		32		25		false		25   we're able to pull from that 2,000-plus for as the				false

		841						PG		33		0		false		page 33				false

		842						LN		33		1		false		 1   manufacturer is needed.  What that does is allows us to				false

		843						LN		33		2		false		 2   replicate molding if we're putting in a bid and we're				false

		844						LN		33		3		false		 3   going to produce something to repair the State Capitol				false

		845						LN		33		4		false		 4   and they need to match a molding.  If they're going to				false

		846						LN		33		5		false		 5   build and produce a cabinet or a table in a new building				false

		847						LN		33		6		false		 6   such as this, we have the specifications and ability to				false

		848						LN		33		7		false		 7   provide all of the products you're looking at that are				false

		849						LN		33		8		false		 8   wood related.				false

		850						LN		33		9		false		 9                   And most importantly, the home builders				false

		851						LN		33		10		false		10   and the contractors that come to see us, especially now				false

		852						LN		33		11		false		11   with the recent storm and the flood that we've all				false

		853						LN		33		12		false		12   experienced in South Louisiana, the ability to help				false

		854						LN		33		13		false		13   them, give them identity and a special product that is				false

		855						LN		33		14		false		14   cost effective and it gives them a value-added product				false

		856						LN		33		15		false		15   and improves their worth when they're building their own				false

		857						LN		33		16		false		16   home.				false

		858						LN		33		17		false		17                   The use of the funds will be primarily				false

		859						LN		33		18		false		18   and specifically for the increase of inventory to raise				false

		860						LN		33		19		false		19   the stock levels to approach the business that we know				false

		861						LN		33		20		false		20   we have out there before us.  It did not take into				false

		862						LN		33		21		false		21   consideration the impact of the flood.  That is				false

		863						LN		33		22		false		22   something that was separate and distinct, and I did not				false

		864						LN		33		23		false		23   include it in these growth papers.				false

		865						LN		33		24		false		24                   We will take advantage of certain new				false

		866						LN		33		25		false		25   markets, but most of what we do is what we've been doing				false

		867						PG		34		0		false		page 34				false

		868						LN		34		1		false		 1   with the most efficient and most net profit at the end				false

		869						LN		34		2		false		 2   of the day.  I'll come right up there and say that the				false

		870						LN		34		3		false		 3   business goes up and down and it's not what it was four				false

		871						LN		34		4		false		 4   years ago, but Acadian has been more profitable.  We				false

		872						LN		34		5		false		 5   reached people early on, and we have -- our entire fleet				false

		873						LN		34		6		false		 6   is paid for.  All of our manufacturing equipment is set				false

		874						LN		34		7		false		 7   to run for another 20 years.  It has a long lifespan and				false

		875						LN		34		8		false		 8   it's well managed.  And the ability to increase				false

		876						LN		34		9		false		 9   manufacturing by 100 percent without another increase in				false

		877						LN		34		10		false		10   the manufacturing machinery and everything that				false

		878						LN		34		11		false		11   complicated, so that's 100 percent increase available.				false

		879						LN		34		12		false		12                   The flood impact.  The projections did				false

		880						LN		34		13		false		13   not include that you looked at.  Nineteen percent of our				false

		881						LN		34		14		false		14   customer base is in the same flood zone, and we've				false

		882						LN		34		15		false		15   already received advance orders.  We helped some that				false

		883						LN		34		16		false		16   are flooded.  We helped them recover some of their				false

		884						LN		34		17		false		17   products, and that was -- that took on water and helped				false

		885						LN		34		18		false		18   them salvage.  And we've supported them just like we did				false

		886						LN		34		19		false		19   through any of the other events that we've experienced				false

		887						LN		34		20		false		20   over the last 30 years.  This is the latest and				false

		888						LN		34		21		false		21   greatest, but it's huge.				false

		889						LN		34		22		false		22                   We plan on being there, and our				false

		890						LN		34		23		false		23   employees are Louisianans; they plan on manufacturing				false

		891						LN		34		24		false		24   and providing products and more of them to these people,				false

		892						LN		34		25		false		25   and it can be a benefit not only for the new employees				false

		893						PG		35		0		false		page 35				false

		894						LN		35		1		false		 1   that we're putting on staff, but to the future customers				false

		895						LN		35		2		false		 2   that are in this area.				false

		896						LN		35		3		false		 3                   The jobs that we're putting on are not				false

		897						LN		35		4		false		 4   short-term jobs.  They're long-term jobs.  We plan on				false

		898						LN		35		5		false		 5   growing and exceeding those numbers.  It's not going to				false

		899						LN		35		6		false		 6   end when the rebuilding stops.  That's why this wasn't				false

		900						LN		35		7		false		 7   included.				false

		901						LN		35		8		false		 8                   At this point, if you have any				false

		902						LN		35		9		false		 9   questions, I sure would invite them.				false

		903						LN		35		10		false		10               MS. THAM:				false

		904						LN		35		11		false		11                   I'd like to ask, have you made any				false

		905						LN		35		12		false		12   plans -- well, first of all, what I'm hearing from				false

		906						LN		35		13		false		13   people who flooded is, "I'm only putting cypress back in				false

		907						LN		35		14		false		14   my house," and, you know, there are no cabinets				false

		908						LN		35		15		false		15   available.  So obviously you guys are going to try to				false

		909						LN		35		16		false		16   make use of that 100 percent increase in manufacturing.				false

		910						LN		35		17		false		17   Have you made plans for what you're going to do after				false

		911						LN		35		18		false		18   and it contracts back down, I mean, as far as how you're				false

		912						LN		35		19		false		19   going to gear up that fast and slow back down?  Is that				false

		913						LN		35		20		false		20   a concern?				false

		914						LN		35		21		false		21               MR. VALLOT:				false

		915						LN		35		22		false		22                   The proprietary manufacturing agreements				false

		916						LN		35		23		false		23   we have with some of the domestic plywood manufacturers				false

		917						LN		35		24		false		24   there's a railcar coming down right now that is going to				false

		918						LN		35		25		false		25   target the products that these people are using.  The				false

		919						PG		36		0		false		page 36				false

		920						LN		36		1		false		 1   big difference between -- let's use Katrina as an				false

		921						LN		36		2		false		 2   example.  People rebuilt and they bought cabinets and				false

		922						LN		36		3		false		 3   they put them in and they looked pretty and substantial				false

		923						LN		36		4		false		 4   and they spent a lot of money on them.  Then when this				false

		924						LN		36		5		false		 5   flood comes that no one anticipated, these cabinets fall				false

		925						LN		36		6		false		 6   apart because the composition of this board is not the				false

		926						LN		36		7		false		 7   plywood.  It's not a veneer or plywood.  It doesn't even				false

		927						LN		36		8		false		 8   have moisture resistance.  It's a particle board or				false

		928						LN		36		9		false		 9   medium-density fiber board, things that cannot handle				false

		929						LN		36		10		false		10   the moisture.  And specifically use -- they have a great				false

		930						LN		36		11		false		11   lifespan and they have a fantastic purpose and they're				false

		931						LN		36		12		false		12   cost effective and they look good, they're durable, but				false

		932						LN		36		13		false		13   they're not water resistant in any shape or form.				false

		933						LN		36		14		false		14                   Two of the customers that brought solid				false

		934						LN		36		15		false		15   wood cabinets pulled their cabinets after the storm and				false

		935						LN		36		16		false		16   they took the cabinets out and set them outside, put				false

		936						LN		36		17		false		17   them on tables and they said they love their cabinets				false

		937						LN		36		18		false		18   more than anything they could replace and they're				false

		938						LN		36		19		false		19   putting those cabinets back.  Now, the granite tops				false

		939						LN		36		20		false		20   broke and they had to take them out and put in new				false

		940						LN		36		21		false		21   granite tops back in.  All of the people are rebuilding				false

		941						LN		36		22		false		22   that with that in mind.  The line of customers, that's				false

		942						LN		36		23		false		23   why I why I was telling you 19 percent, a lot of those				false

		943						LN		36		24		false		24   people call and say, "I need this veneer for Birch."  "I				false

		944						LN		36		25		false		25   need this veneer for oak," and "I need the lumber to go				false
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		946						LN		37		1		false		 1   with it."  We manufacture the molding products to go				false

		947						LN		37		2		false		 2   with species, so if you're building a set of oak				false

		948						LN		37		3		false		 3   cabinets -- and I just briefly touched on this because I				false

		949						LN		37		4		false		 4   didn't want to ramble, but if you're building a set of				false

		950						LN		37		5		false		 5   oak cabinets and you need oak crown molding and you need				false

		951						LN		37		6		false		 6   oak trim, we manufacture those products.  Those are the				false

		952						LN		37		7		false		 7   jobs vertical integration, which will increase the				false

		953						LN		37		8		false		 8   profit and a direct bottom line net profit.				false

		954						LN		37		9		false		 9                   So the products that people are				false

		955						LN		37		10		false		10   rebuilding with now are 100 percent different than what				false

		956						LN		37		11		false		11   they did in Katrina because of the knowledge in such a				false

		957						LN		37		12		false		12   short-term of what happened then and what's happening				false

		958						LN		37		13		false		13   now.  They're rebuilding with those products.  Our				false

		959						LN		37		14		false		14   advance orders are going up quite a bit.  That is not				false

		960						LN		37		15		false		15   going to be something that will last forever, but we				false

		961						LN		37		16		false		16   have other grown and we have other areas that we've				false

		962						LN		37		17		false		17   already targeted and we're approaching those as a				false

		963						LN		37		18		false		18   combination.				false

		964						LN		37		19		false		19               MS. THAM:				false

		965						LN		37		20		false		20                   What percentage of your wood products				false

		966						LN		37		21		false		21   are cypress?  Are you having trouble getting the				false

		967						LN		37		22		false		22   cypress?				false

		968						LN		37		23		false		23               MR. CANGELOSI:				false

		969						LN		37		24		false		24                   We have three primary suppliers that are				false

		970						LN		37		25		false		25   outside of the State of Louisiana, and we have a small,				false
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		972						LN		38		1		false		 1   less than three-percent, inside the State of Louisiana				false

		973						LN		38		2		false		 2   at this moment.  The ability -- the resource is there,				false

		974						LN		38		3		false		 3   but the ability to acquire it, as there's so much				false

		975						LN		38		4		false		 4   weather out there, that you have to work with that.  So				false

		976						LN		38		5		false		 5   our ability to supply and our gross sales on cypress is				false

		977						LN		38		6		false		 6   never more than 15 percent of our total business, but				false

		978						LN		38		7		false		 7   it's an identifying market because it's indigenous in				false

		979						LN		38		8		false		 8   Louisiana.				false

		980						LN		38		9		false		 9               MR. CAMPBELL:				false

		981						LN		38		10		false		10                   One question, are these the most current				false

		982						LN		38		11		false		11   balance sheet, back in July, in this loan package?				false

		983						LN		38		12		false		12               MR. PENNINGTON:				false

		984						LN		38		13		false		13                   Yeah.  I think the one is dated July the				false

		985						LN		38		14		false		14   31st, 2016.				false

		986						LN		38		15		false		15               MR. BAHAM:				false

		987						LN		38		16		false		16                   That's it.  That's the most current one				false

		988						LN		38		17		false		17   supplied to us, yes.				false

		989						LN		38		18		false		18               MR. CAMPBELL:				false

		990						LN		38		19		false		19                   What were you looking to -- I was kind				false

		991						LN		38		20		false		20   of looking at liquidity of the company.  What are you				false

		992						LN		38		21		false		21   planning to do to increase the liquidity?				false

		993						LN		38		22		false		22               MR. VALLOT:				false

		994						LN		38		23		false		23                   Well --				false

		995						LN		38		24		false		24               MR. DAMERON:				false

		996						LN		38		25		false		25                   That's one of the reasons we're here is				false
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		998						LN		39		1		false		 1   that I've watched Frank over many, many years and he's a				false

		999						LN		39		2		false		 2   constant entrepreneur and his business acumen has				false

		1000						LN		39		3		false		 3   matured over the years.  He's had other ventures.  He's				false

		1001						LN		39		4		false		 4   narrowed down to what he thinks or what he knows he can				false

		1002						LN		39		5		false		 5   do the best, and that's dealing with the hardwoods.  He				false

		1003						LN		39		6		false		 6   had some other ventures.  He got into manufacturing and				false

		1004						LN		39		7		false		 7   sawmills a little bit, but this is a business that he				false

		1005						LN		39		8		false		 8   understands, he knows.  He knows the marketplace; he				false

		1006						LN		39		9		false		 9   knows the need.  He's consolidated down there's an				false

		1007						LN		39		10		false		10   opportunity that's out there that he saw before the				false

		1008						LN		39		11		false		11   flood, but he needed some capital resources, and that's				false

		1009						LN		39		12		false		12   why he came to us.  He has another bank he deals with.				false

		1010						LN		39		13		false		13   Frankly we're a smaller bank and we're not able to				false

		1011						LN		39		14		false		14   handle his needs.  He said, "Would you look at this?"				false

		1012						LN		39		15		false		15   And we said, "Sure."  So we're here for -- this is an				false

		1013						LN		39		16		false		16   enhancement to the credit.  It doesn't make or break the				false

		1014						LN		39		17		false		17   credit.  I think the loan-to-value ratio is we're going				false

		1015						LN		39		18		false		18   to have about 3.6-million in collateral and we're				false

		1016						LN		39		19		false		19   lending about 2.5, so we feel that we are conservative				false

		1017						LN		39		20		false		20   in putting this together.				false

		1018						LN		39		21		false		21                   He's on an eight-year amortization,				false

		1019						LN		39		22		false		22   which he'll be able to pay out through sales and				false

		1020						LN		39		23		false		23   increase in inventory if not quicker, and this will				false

		1021						LN		39		24		false		24   build his financial capacity to go forward.  He does				false

		1022						LN		39		25		false		25   have short-term liquidity, and that's whey we're here.				false
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		1024						LN		40		1		false		 1               MR. CAMPBELL:				false

		1025						LN		40		2		false		 2                   I just want to commend you on the				false

		1026						LN		40		3		false		 3   management, the profitability of the company.  I just				false

		1027						LN		40		4		false		 4   wanted to make sure that, you know, from a management,				false

		1028						LN		40		5		false		 5   you're building liquidity over time because I think you				false

		1029						LN		40		6		false		 6   very well, you know, with the flood opportunity here, so				false

		1030						LN		40		7		false		 7   I just wanted to make sure we comment on that.				false

		1031						LN		40		8		false		 8               MR. VALLOT:				false

		1032						LN		40		9		false		 9                   Absolutely.  Thank you.				false

		1033						LN		40		10		false		10               MR. ROY:				false

		1034						LN		40		11		false		11                   Any other questions or comments?				false

		1035						LN		40		12		false		12               (No response.)				false

		1036						LN		40		13		false		13               MR. ROY:				false

		1037						LN		40		14		false		14                   Comments from the public?				false

		1038						LN		40		15		false		15               (No response.)				false

		1039						LN		40		16		false		16               MR. ROY:				false

		1040						LN		40		17		false		17                   Hearing none, I'll entertain a motion.				false

		1041						LN		40		18		false		18               MR. ALDEN:				false

		1042						LN		40		19		false		19                   I'll move for approval.				false

		1043						LN		40		20		false		20               MR. ROY:				false

		1044						LN		40		21		false		21                   Motion for approval as presented.				false

		1045						LN		40		22		false		22               MS. MITCHELL:				false

		1046						LN		40		23		false		23                   Second.				false

		1047						LN		40		24		false		24               MR. VALLOT:				false

		1048						LN		40		25		false		25                   Thank you.				false
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		1050						LN		41		1		false		 1               MR. ROY:				false

		1051						LN		41		2		false		 2                   Any other discussion?				false

		1052						LN		41		3		false		 3               MR. VALLOT:				false

		1053						LN		41		4		false		 4                   Another USL graduate here.				false

		1054						LN		41		5		false		 5               MS. MITCHELL:				false

		1055						LN		41		6		false		 6                   And, Mr. Vallot, my fianc� is from New				false

		1056						LN		41		7		false		 7   Iberia, so I really like you.				false

		1057						LN		41		8		false		 8               MR. VALLOT:				false

		1058						LN		41		9		false		 9                   My father was born in Acadia and lived				false

		1059						LN		41		10		false		10   in Port Sulphur.  He fought in WW2, the "big war" as				false

		1060						LN		41		11		false		11   he's always said, and he wouldn't teach us the French				false

		1061						LN		41		12		false		12   because of all of that he had gone through and he, you				false

		1062						LN		41		13		false		13   know, it's something that he said, "If I had know one				false

		1063						LN		41		14		false		14   day how cool it would be to be Cajun, I would have				false

		1064						LN		41		15		false		15   taught you."  So thank you very much.  I appreciate it.				false

		1065						LN		41		16		false		16               MS. MITCHELL:				false

		1066						LN		41		17		false		17                   Good luck to you.				false

		1067						LN		41		18		false		18               MR. ROY:				false

		1068						LN		41		19		false		19                   I have a motion and a second.				false

		1069						LN		41		20		false		20                   All in favor, "aye."				false

		1070						LN		41		21		false		21               (Several members respond "aye.")				false

		1071						LN		41		22		false		22               MR. ROY:				false

		1072						LN		41		23		false		23                   All opposed, "nay."				false

		1073						LN		41		24		false		24               (No response.)				false

		1074						LN		41		25		false		25               MR. ROY:				false
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		1076						LN		42		1		false		 1                   Without objection.  Congratulations.				false

		1077						LN		42		2		false		 2   These are the kind of projects we love to see, true home				false

		1078						LN		42		3		false		 3   projects helping people in Louisiana, so good luck to				false

		1079						LN		42		4		false		 4   you.  Keep us posted on your success.  Thank y'all for				false

		1080						LN		42		5		false		 5   coming.				false

		1081						LN		42		6		false		 6               MR. PENNINGTON:				false

		1082						LN		42		7		false		 7                   This is Mr. Gerard from Farmer's State				false

		1083						LN		42		8		false		 8   Bank, and I have a handout.  I have a handout I passed				false

		1084						LN		42		9		false		 9   to everyone with a current balance sheet as of August				false

		1085						LN		42		10		false		10   31st if everyone I got that after we sent out the				false

		1086						LN		42		11		false		11   package as well, so I want to make sure everyone got it.				false

		1087						LN		42		12		false		12                   Basically what this business is, it's a				false

		1088						LN		42		13		false		13   startup business called Hose Source, and I want to				false

		1089						LN		42		14		false		14   mention as well, this is a brand new bank for our				false

		1090						LN		42		15		false		15   program as well, Farmer's State, and I'm very happy to				false

		1091						LN		42		16		false		16   have Mr. Arden here at the table with us presenting a				false

		1092						LN		42		17		false		17   new loan.  Hopefully we can have more projects coming				false

		1093						LN		42		18		false		18   through as well.				false

		1094						LN		42		19		false		19                   This business is a startup hose				false

		1095						LN		42		20		false		20   manufacturer.  They manufacture hoses in the oil and gas				false

		1096						LN		42		21		false		21   business and other businesses where we have to have				false

		1097						LN		42		22		false		22   hoses.  They manufacture both hydraulic and pneumatic				false

		1098						LN		42		23		false		23   hoses.  And the owner, Mr. Credeur, has quite a bit of				false

		1099						LN		42		24		false		24   experience in this business.  He started up a business				false

		1100						LN		42		25		false		25   in 1994 called All Hose Specialty, and he ran it for				false
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		1102						LN		43		1		false		 1   about 10 years and then he sold out to a larger company.				false

		1103						LN		43		2		false		 2   And now he has -- went to work another company for a				false

		1104						LN		43		3		false		 3   number of years and now he's back starting up a business				false

		1105						LN		43		4		false		 4   again.				false

		1106						LN		43		5		false		 5                   The loan that we're looking at today has				false

		1107						LN		43		6		false		 6   two components.  It has a million-dollar permanent loan				false

		1108						LN		43		7		false		 7   to purchase equipment, and it has $300,000 loan for				false

		1109						LN		43		8		false		 8   revolving line of credit backed by receivables, so a				false

		1110						LN		43		9		false		 9   total of 1.3-million, and the guaranty amount is 9.75,				false

		1111						LN		43		10		false		10   $975,000.				false

		1112						LN		43		11		false		11                   The collateral for the loan is going to				false

		1113						LN		43		12		false		12   be the equipment purchase for the permanent loan as well				false

		1114						LN		43		13		false		13   as the receivables worth $300,000 with a line of				false

		1115						LN		43		14		false		14   revolving line of credit.  The equipment loan should be				false

		1116						LN		43		15		false		15   amortized over 10 years with the remainder due in five,				false

		1117						LN		43		16		false		16   and the first six months is going to be interest only.				false

		1118						LN		43		17		false		17   And this loan is going to result in five new jobs.				false

		1119						LN		43		18		false		18                   Like I said, the business owner has been				false

		1120						LN		43		19		false		19   has private experience in this business.  He's already				false

		1121						LN		43		20		false		20   put up $200,000 of his own money in the business to				false

		1122						LN		43		21		false		21   start it and he has two other business partners that				false

		1123						LN		43		22		false		22   will be taking out permanent loans to put in the				false

		1124						LN		43		23		false		23   business as well.  So they're putting about $400,000				false

		1125						LN		43		24		false		24   plus a little bit into this business to get started on.				false

		1126						LN		43		25		false		25   The three owners have all worked in this field for				false
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		1128						LN		44		1		false		 1   numerous years.				false

		1129						LN		44		2		false		 2                   Staff recommends that the board approves				false

		1130						LN		44		3		false		 3   this loan.  The loan guarantee not to exceed $975,000				false

		1131						LN		44		4		false		 4   based on 75 percent of 1.3-million excluding the bank				false

		1132						LN		44		5		false		 5   fees or finance costs from Louisiana Small Business				false

		1133						LN		44		6		false		 6   Owner Guarantee Program.  LEDC will utilize SSBCI funds				false

		1134						LN		44		7		false		 7   for the entirety of the term.  There will be a one				false

		1135						LN		44		8		false		 8   percent guaranty fee charged for this loan.  Besides				false

		1136						LN		44		9		false		 9   that, it's the standard contingencies that we normally				false
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		1138						LN		44		11		false		11                   With that, I'll let Mr. Gerard speak				false

		1139						LN		44		12		false		12   about the loan.				false

		1140						LN		44		13		false		13               MR. LABAT:				false

		1141						LN		44		14		false		14                   Thank you, Christian, for inviting me				false

		1142						LN		44		15		false		15   this morning, and I guess the good side of my customer				false

		1143						LN		44		16		false		16   not being here is that he's out there drumming up				false

		1144						LN		44		17		false		17   business.  All three of them are salesmen first, so				false

		1145						LN		44		18		false		18   their company is taking off.  They opened up the branch				false

		1146						LN		44		19		false		19   in Houma, and very soon, by the end of the year, they				false

		1147						LN		44		20		false		20   will be opening up another location in Broussard.  So				false

		1148						LN		44		21		false		21   these gentlemen, like Christian said, have been in the				false

		1149						LN		44		22		false		22   business a long time and are very knowledgeable about				false

		1150						LN		44		23		false		23   hoses.  In fact, I've got a little bit.  They gave me a				false

		1151						LN		44		24		false		24   little, short presentation on how to make hoses under				false

		1152						LN		44		25		false		25   pressure and all of this and crimping and all of that				false
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		1154						LN		45		1		false		 1   kind of stuff.				false

		1155						LN		45		2		false		 2                   So our bank, we've made SBA loans, USDA				false
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		1158						LN		45		5		false		 5   very hopeful, like Christian said, that we'll have a				false

		1159						LN		45		6		false		 6   long-term relationship.  So far, I've enjoyed working				false

		1160						LN		45		7		false		 7   with Christian and learning a little bit about this				false

		1161						LN		45		8		false		 8   program, but I'm very confident in this loan.  The main				false

		1162						LN		45		9		false		 9   man, Toby Credeur, is putting up real estate for				false

		1163						LN		45		10		false		10   collateral, and their inventory is going to turn because				false

		1164						LN		45		11		false		11   they have a lot of contacts and a lot of projected sales				false

		1165						LN		45		12		false		12   already just getting started, so...				false
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		1168						LN		45		15		false		15   has only been operating for a couple of months, and if				false

		1169						LN		45		16		false		16   you look, they already have revenues of $993,000,				false

		1170						LN		45		17		false		17   top-line revenue, and a gross income of $323,000, and				false

		1171						LN		45		18		false		18   they started opening business in June, I believe, June				false

		1172						LN		45		19		false		19   1st.  So they've already hit the ground running.  Being				false

		1173						LN		45		20		false		20   in business for as long as Mr. Credeur has, he has the				false

		1174						LN		45		21		false		21   contacts necessary to facilitate this loan.  And it's				false

		1175						LN		45		22		false		22   going to result in five new jobs in which isn't a lot of				false

		1176						LN		45		23		false		23   jobs, but it's important, you know.  And in small				false

		1177						LN		45		24		false		24   businesses, I'm very confident in this one, and I'll				false

		1178						LN		45		25		false		25   entertain any questions or any concerns.				false
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		1186						LN		46		7		false		 7   representative from the bank.  Mr. Labat; is that right?				false

		1187						LN		46		8		false		 8               MR. LABAT:				false

		1188						LN		46		9		false		 9                   Labat.  My name does get turned around a				false

		1189						LN		46		10		false		10   few ways.				false

		1190						LN		46		11		false		11               MS. MITCHELL:				false

		1191						LN		46		12		false		12                   I'm from your neck of the woods.  I know				false

		1192						LN		46		13		false		13   how to pronounce it.				false

		1193						LN		46		14		false		14               MR. LABAT:				false

		1194						LN		46		15		false		15                   Some people say Gerald, but it's Gerard.				false

		1195						LN		46		16		false		16                   I guess to give you a history of our				false

		1196						LN		46		17		false		17   bank, Farmers State Bank, our main headquarter is in				false

		1197						LN		46		18		false		18   Church Point, and we're mostly in Acadia area.  We do				false

		1198						LN		46		19		false		19   get confused with Farmers and Merchant Bank out of				false

		1199						LN		46		20		false		20   Breaux Bridge, so there is a difference there, but your				false

		1200						LN		46		21		false		21   question.				false

		1201						LN		46		22		false		22               MS. MITCHELL:				false

		1202						LN		46		23		false		23                   I was just going to ask, clearly the				false

		1203						LN		46		24		false		24   bank has done its due diligence, but if you could just				false

		1204						LN		46		25		false		25   speak to the Hose Source customer base because the				false

		1205						PG		47		0		false		page 47				false

		1206						LN		47		1		false		 1   perception is that the oil industry is in a downward				false

		1207						LN		47		2		false		 2   spell, and so we just want to make sure that the company				false

		1208						LN		47		3		false		 3   will be able to remain viable going forward.  So clearly				false

		1209						LN		47		4		false		 4   you've done your due diligence, and if you can kind of				false

		1210						LN		47		5		false		 5   speak to that.				false

		1211						LN		47		6		false		 6               MR. LABAT:				false

		1212						LN		47		7		false		 7                   Right.  And the company is diverse.  Oil				false

		1213						LN		47		8		false		 8   is not the main -- I mean, it's part of it, but they do				false

		1214						LN		47		9		false		 9   hoses for agriculture.  In fact, I had a son-in-law				false

		1215						LN		47		10		false		10   that's a sugarcane farmer and he buys hoses for his				false

		1216						LN		47		11		false		11   tractors all of the time.  The hoses that they provide				false

		1217						LN		47		12		false		12   are all different sizes different, different pressures.				false

		1218						LN		47		13		false		13   It's very diversified.  So, yeah, the oil field is				false

		1219						LN		47		14		false		14   definitely a major component, but the company is very				false

		1220						LN		47		15		false		15   spread out what they clearly provide to.				false

		1221						LN		47		16		false		16                   These guys had a business before and				false

		1222						LN		47		17		false		17   very successful, like Christian, said, so they have a				false

		1223						LN		47		18		false		18   lot of oil customers that will come back to them.  They				false

		1224						LN		47		19		false		19   had a noncompete clause moving from the old companies to				false

		1225						LN		47		20		false		20   where they are now.  That's all -- legality-wise that's				false

		1226						LN		47		21		false		21   all been ironed out, so we feel very confident.  We know				false

		1227						LN		47		22		false		22   they're going to be very successful because of their				false

		1228						LN		47		23		false		23   history and their track record.				false

		1229						LN		47		24		false		24               MS. MITCHELL:				false

		1230						LN		47		25		false		25                   Okay.  Thank you so much, and I didn't				false

		1231						PG		48		0		false		page 48				false

		1232						LN		48		1		false		 1   even think about the fact that you're huge down in the				false

		1233						LN		48		2		false		 2   Acadia area, so thank so much.				false

		1234						LN		48		3		false		 3               MR. CAMPBELL:				false

		1235						LN		48		4		false		 4                   I just have a question.  First I want to				false

		1236						LN		48		5		false		 5   commend you for bringing this type of credit to LED.  It				false

		1237						LN		48		6		false		 6   kind of shows your ability strike the deals.				false

		1238						LN		48		7		false		 7                   Now, one question is what percentage, do				false

		1239						LN		48		8		false		 8   you know, of the revenue is coming from the oil and gas				false

		1240						LN		48		9		false		 9   versus the other percentage of the other streams do you				false

		1241						LN		48		10		false		10   think?				false

		1242						LN		48		11		false		11               MR. LABAT:				false

		1243						LN		48		12		false		12                   I really didn't do those numbers, crunch				false

		1244						LN		48		13		false		13   those numbers.  I could find that out for you.				false

		1245						LN		48		14		false		14               MR. CAMPBELL:				false

		1246						LN		48		15		false		15                   No, no.  I'm looking at the liquidity				false

		1247						LN		48		16		false		16   here.  The standard history of the experience on the				false

		1248						LN		48		17		false		17   owners is tremendous.				false

		1249						LN		48		18		false		18                   Now, let me ask you this:  Why did you				false

		1250						LN		48		19		false		19   choose LED versus SBA guaranty?  Easier process?				false

		1251						LN		48		20		false		20               MR. LABAT:				false

		1252						LN		48		21		false		21                   Well, I was contacted -- I work closely				false

		1253						LN		48		22		false		22   with the UL Small Business Development Center in				false

		1254						LN		48		23		false		23   Lafayette at the college.				false

		1255						LN		48		24		false		24               MR. CAMPBELL:				false

		1256						LN		48		25		false		25                   Is that Heidi Melancon?				false

		1257						PG		49		0		false		page 49				false

		1258						LN		49		1		false		 1               MR. LABAT:				false

		1259						LN		49		2		false		 2                   Heidi Melancon.				false

		1260						LN		49		3		false		 3               MR. CAMPBELL:				false

		1261						LN		49		4		false		 4                   Did she help you with the package?				false

		1262						LN		49		5		false		 5               MR. LABAT:				false

		1263						LN		49		6		false		 6                   Yes.  She helped to a degree, but our				false

		1264						LN		49		7		false		 7   customer actually put his business plan together.				false

		1265						LN		49		8		false		 8               MR. CAMPBELL:				false

		1266						LN		49		9		false		 9                   Wow.				false

		1267						LN		49		10		false		10               MR. LABAT:				false

		1268						LN		49		11		false		11                   Because years ago, he felt that with UL,				false

		1269						LN		49		12		false		12   with the other company, so he would -- you know, the UL				false

		1270						LN		49		13		false		13   business plan is also a learning experience, and we				false

		1271						LN		49		14		false		14   don't want them to do the plan for our customer.  We				false

		1272						LN		49		15		false		15   want our customer -- it's his plant.  They just assist.				false

		1273						LN		49		16		false		16   So our customer, he brought the whole plan.  It was one				false

		1274						LN		49		17		false		17   that he put together under the UL Small Business				false

		1275						LN		49		18		false		18   Development, and I think that this fellow's very good,				false

		1276						LN		49		19		false		19   very intelligent and very knowledgeable.				false

		1277						LN		49		20		false		20                   And, Christian, when you met him --				false

		1278						LN		49		21		false		21               MR. PENNINGTON:				false

		1279						LN		49		22		false		22                   Talked to him on the phone.				false

		1280						LN		49		23		false		23               MR. LABAT:				false

		1281						LN		49		24		false		24                   On the phone, yeah.				false

		1282						LN		49		25		false		25                   And so, you know, I think that that's				false

		1283						PG		50		0		false		page 50				false

		1284						LN		50		1		false		 1   how I came in to knowing this program, where I heard				false

		1285						LN		50		2		false		 2   about it, and I started comparing it to SBA and USBA and				false

		1286						LN		50		3		false		 3   FSA and all of the other ones.  I said, "This is just				false

		1287						LN		50		4		false		 4   another tool in my toolbox that I can have access to."				false

		1288						LN		50		5		false		 5   So I started looking at when I get the project, which				false

		1289						LN		50		6		false		 6   one fits.  This one seemed to fit the best for this				false

		1290						LN		50		7		false		 7   program, and I want to develop that relationship with				false

		1291						LN		50		8		false		 8   Christian.  I'm hoping down the road that we can do some				false

		1292						LN		50		9		false		 9   more.				false

		1293						LN		50		10		false		10                   So, in fact, we met recently on a				false

		1294						LN		50		11		false		11   perspective one in Lafayette just last week, I think it				false

		1295						LN		50		12		false		12   was.				false

		1296						LN		50		13		false		13               MR. PENNINGTON:				false

		1297						LN		50		14		false		14                   Week before.				false

		1298						LN		50		15		false		15               MR. LABAT:				false

		1299						LN		50		16		false		16                   Yeah.  So we do have some more potential				false

		1300						LN		50		17		false		17   projects that we can work on.				false

		1301						LN		50		18		false		18               MR. CAMPBELL:				false

		1302						LN		50		19		false		19                   Okay.				false

		1303						LN		50		20		false		20               MR. PENNINGTON:				false

		1304						LN		50		21		false		21                   I reach out to Farmers State and Mr.				false

		1305						LN		50		22		false		22   Gerard, I want to say in March or so when I was doing my				false

		1306						LN		50		23		false		23   marketing.  I tried to go out and hit as many banks I				false

		1307						LN		50		24		false		24   possibly can and meet with them one-on-one and tell them				false

		1308						LN		50		25		false		25   abut our program trying to get the word out there, and				false

		1309						PG		51		0		false		page 51				false

		1310						LN		51		1		false		 1   that's how I first met Mr. Gerard.				false

		1311						LN		51		2		false		 2               MS. THAM:				false

		1312						LN		51		3		false		 3                   Looking at the financial statement, it's				false

		1313						LN		51		4		false		 4   amazing the speed in which y'all have come up to that				false

		1314						LN		51		5		false		 5   kind of sales number, and I see you're projecting a net				false

		1315						LN		51		6		false		 6   profit for the year of $105,000.  Right now it's				false

		1316						LN		51		7		false		 7   negative 80, and I'm assuming that -- you know, as the				false

		1317						LN		51		8		false		 8   net profit, and I'm assuming that a lot of that has to				false

		1318						LN		51		9		false		 9   do with startup costs and things, but have they taken an				false

		1319						LN		51		10		false		10   effort to identify after this August balance sheet, are				false

		1320						LN		51		11		false		11   they still projecting a profit; do you know?				false

		1321						LN		51		12		false		12               MR. PENNINGTON:				false

		1322						LN		51		13		false		13                   I'm not sure.  I know that				false

		1323						LN		51		14		false		14   projections -- you're correct, they were projecting a				false

		1324						LN		51		15		false		15   profit, and the reason why they are negative so far is				false

		1325						LN		51		16		false		16   startup costs.  I know that's why they're $80,000 as it				false

		1326						LN		51		17		false		17   is right now.  That's on a fiscal year basis, so it goes				false

		1327						LN		51		18		false		18   from the 6th of 2016 to 6 of 2017, so it's just a				false

		1328						LN		51		19		false		19   couple --				false

		1329						LN		51		20		false		20               MS. THAM:				false

		1330						LN		51		21		false		21                   About 10 months.				false

		1331						LN		51		22		false		22               MR. PENNINGTON:				false

		1332						LN		51		23		false		23                   Exactly, yeah.  So that's -- they				false

		1333						LN		51		24		false		24   haven't been operating very long, so that's basically				false

		1334						LN		51		25		false		25   what it is, yes, ma'am.				false

		1335						PG		52		0		false		page 52				false

		1336						LN		52		1		false		 1               MS. THAM:				false

		1337						LN		52		2		false		 2                   Well, the fact that they have a balance				false

		1338						LN		52		3		false		 3   sheet together from 20 days ago means that they're				false

		1339						LN		52		4		false		 4   keeping up with it, I believe.				false

		1340						LN		52		5		false		 5               MR. PENNINGTON:				false

		1341						LN		52		6		false		 6                   Absolutely, yes, ma'am.				false

		1342						LN		52		7		false		 7               MS. THAM:				false

		1343						LN		52		8		false		 8                   That analyze.  So that seems to be a big				false

		1344						LN		52		9		false		 9   problem with startup companies is that they don't				false

		1345						LN		52		10		false		10   realize they need to do that.				false

		1346						LN		52		11		false		11               MR. PENNINGTON:				false

		1347						LN		52		12		false		12                   Absolutely.  Most of the ones I see,				false

		1348						LN		52		13		false		13   when I bring up financial statements, their eyes just				false

		1349						LN		52		14		false		14   kind of glaze over and they don't -- a lot of times,				false

		1350						LN		52		15		false		15   they don't understand what I'm asking for, really.				false

		1351						LN		52		16		false		16               MS. THAM:				false

		1352						LN		52		17		false		17                   It's hard to make good management				false

		1353						LN		52		18		false		18   decisions if you don't have numbers.  The fact that				false

		1354						LN		52		19		false		19   they're paying attention and putting numbers together				false

		1355						LN		52		20		false		20   speaks well of them.				false

		1356						LN		52		21		false		21               MR. ROY:				false

		1357						LN		52		22		false		22                   Any other questions or comments?				false

		1358						LN		52		23		false		23               (No response.)				false

		1359						LN		52		24		false		24               MR ANDRE:				false

		1360						LN		52		25		false		25                   Move for approval.				false

		1361						PG		53		0		false		page 53				false

		1362						LN		53		1		false		 1               MR. ROY:				false

		1363						LN		53		2		false		 2                   Motion for approval from Mr. Andre.				false

		1364						LN		53		3		false		 3               MR. CAMPBELL:				false

		1365						LN		53		4		false		 4                   I move for approval on this credit.				false

		1366						LN		53		5		false		 5               MR. ROY:				false

		1367						LN		53		6		false		 6                   Second by Mr. Campbell.				false

		1368						LN		53		7		false		 7                   Any discussion by the public, comments?				false

		1369						LN		53		8		false		 8               (No response.)				false

		1370						LN		53		9		false		 9               MR. ROY:				false

		1371						LN		53		10		false		10                   Any discussion -- any further discussion				false

		1372						LN		53		11		false		11   by the Board?				false

		1373						LN		53		12		false		12               (No response.)				false

		1374						LN		53		13		false		13               MR. ROY:				false

		1375						LN		53		14		false		14                   Hearing none, all in favor, "aye."				false

		1376						LN		53		15		false		15               (Several members respond "aye.")				false

		1377						LN		53		16		false		16               MR. ROY:				false

		1378						LN		53		17		false		17                   All opposed, "nay."				false

		1379						LN		53		18		false		18               (No response.)				false

		1380						LN		53		19		false		19               MR. ROY:				false

		1381						LN		53		20		false		20                   Congratulations.  Please tell the				false

		1382						LN		53		21		false		21   gentleman we hope he was selling something and we look				false

		1383						LN		53		22		false		22   forward to hearing about his success.				false

		1384						LN		53		23		false		23               MR. LABAT:				false

		1385						LN		53		24		false		24                   I would like to also thank you on behalf				false

		1386						LN		53		25		false		25   of our bank president, Danny Domingue, and we look				false

		1387						PG		54		0		false		page 54				false

		1388						LN		54		1		false		 1   forward to having a relationship in the future.				false

		1389						LN		54		2		false		 2               MR. ROY:				false

		1390						LN		54		3		false		 3                   This is great.  I think both of these				false

		1391						LN		54		4		false		 4   banks, this is their first LEDC guaranty.  That's great.				false

		1392						LN		54		5		false		 5   I commend the staff for bringing everybody to the table.				false

		1393						LN		54		6		false		 6   We look forward to working with you.				false

		1394						LN		54		7		false		 7               MS. MITCHELL:				false

		1395						LN		54		8		false		 8                   Mr. Labat, do you know any Duplechain's				false

		1396						LN		54		9		false		 9   in Church Point, tell them I said hello.  That's my				false

		1397						LN		54		10		false		10   family.				false

		1398						LN		54		11		false		11               MR. LABAT:				false

		1399						LN		54		12		false		12                   I do know some.				false

		1400						LN		54		13		false		13                   Thank you.				false

		1401						LN		54		14		false		14               MR. ROY:				false

		1402						LN		54		15		false		15                   All right.  Next order of business is				false

		1403						LN		54		16		false		16   the Treasurer's report.  Ms. Villa.				false

		1404						LN		54		17		false		17               MS. VILLA:				false

		1405						LN		54		18		false		18                   Good morning.  This morning we have				false

		1406						LN		54		19		false		19   actually two Secretary Treasurer's Reports.  We have a				false

		1407						LN		54		20		false		20   final report for Fiscal Year '16, which is going to be				false

		1408						LN		54		21		false		21   the first Secretary Treasurer's Report in your packet.				false

		1409						LN		54		22		false		22   I'll start with the overview.				false

		1410						LN		54		23		false		23                   Our '15-'16 budget in total was				false

		1411						LN		54		24		false		24   16,181,766 and our balance is 12,218,891 prior to the				false

		1412						LN		54		25		false		25   projects that we had currently in-house of 5,770,000,				false

		1413						PG		55		0		false		page 55				false

		1414						LN		55		1		false		 1   which leaves us with a projected ending balance of				false

		1415						LN		55		2		false		 2   6,448,891 across all programs, including the Financial				false

		1416						LN		55		3		false		 3   Assistance Program, the State Small Business Credit				false

		1417						LN		55		4		false		 4   Initiative and our Capital Outlay and EDAP and EDRED				false

		1418						LN		55		5		false		 5   programs.				false

		1419						LN		55		6		false		 6                   If you go to the next page, it shows in				false

		1420						LN		55		7		false		 7   detail what we had for each of the units.  The first				false

		1421						LN		55		8		false		 8   being the Financial Assistance Program where we ended up				false

		1422						LN		55		9		false		 9   for the year on that program, it was $144,067.  For the				false

		1423						LN		55		10		false		10   State Small Business Credit Initiative, we had a				false

		1424						LN		55		11		false		11   beginning budget of $2,747,174, and we had approved				false

		1425						LN		55		12		false		12   projects of 212,246, which left us with a balance of				false

		1426						LN		55		13		false		13   2,390,861, and that's where we ended up the year for				false

		1427						LN		55		14		false		14   State Small Business Credit Initiative.				false

		1428						LN		55		15		false		15                   If you go down to the next page is our				false

		1429						LN		55		16		false		16   EDAP and EDRED programs through our Capital Outlay, and				false

		1430						LN		55		17		false		17   we had a budget between the two of 13,434,592, and we				false

		1431						LN		55		18		false		18   had projects that were approved of 1,290 -- I'm sorry --				false

		1432						LN		55		19		false		19   3,750,629, which left a balance of 9,683,963 between the				false

		1433						LN		55		20		false		20   two programs.  And we had projects under review, as I				false

		1434						LN		55		21		false		21   mentioned earlier, 5,770,000 broken out there.  You see				false

		1435						LN		55		22		false		22   the project names that we still had under review, two of				false

		1436						LN		55		23		false		23   which were brought to the Board this morning for				false

		1437						LN		55		24		false		24   approval, which left a balance at the end of the year of				false

		1438						LN		55		25		false		25   3,913,963.				false

		1439						PG		56		0		false		page 56				false

		1440						LN		56		1		false		 1                   We wended up the year, as you can see,				false

		1441						LN		56		2		false		 2   on the Fund Balance available for the year of				false

		1442						LN		56		3		false		 3   18,933,298, and our expenses for the year total				false

		1443						LN		56		4		false		 4   13,771,271, which left a balance available of				false

		1444						LN		56		5		false		 5   $5,162,027.				false

		1445						LN		56		6		false		 6                   If you go on to the Capital Outlay,				false

		1446						LN		56		7		false		 7   which is the final page, we had a total fund balance				false

		1447						LN		56		8		false		 8   available through Fiscal Year '16 of -- I'm sorry --				false

		1448						LN		56		9		false		 9   with a budget of 5,210,000.  We actually ended with				false

		1449						LN		56		10		false		10   654,679.				false

		1450						LN		56		11		false		11                   So I'll start over with the Capital				false

		1451						LN		56		12		false		12   Outlay Appropriation General Fund for FY '16, as I				false

		1452						LN		56		13		false		13   mentioned, a fund balance 5,210,166, and our adjusted				false

		1453						LN		56		14		false		14   fund balance is available through, which included the				false

		1454						LN		56		15		false		15   additional periods of August 14, 2016, had adjusted fund				false

		1455						LN		56		16		false		16   balance of 1,814,634.				false

		1456						LN		56		17		false		17                   So we start out FY '17 Secretary				false

		1457						LN		56		18		false		18   Treasurer's Report with a budget of 15,048,882, and we				false

		1458						LN		56		19		false		19   have projects under review pending the Board of				false

		1459						LN		56		20		false		20   2,646,250, which left a balance of 12,402,632.  And then				false

		1460						LN		56		21		false		21   we had additional projects under review of 3,600,000,				false

		1461						LN		56		22		false		22   which leaves a project yearend balance of $8,802,632.				false

		1462						LN		56		23		false		23                   So going onto the detail of that, the				false

		1463						LN		56		24		false		24   Financial Assistance Program budget for the year is				false

		1464						LN		56		25		false		25   190,000.  We currently do not have any projects pending				false

		1465						PG		57		0		false		page 57				false

		1466						LN		57		1		false		 1   approval or under review by the staff, so we project an				false

		1467						LN		57		2		false		 2   ending balance of 190,000.				false

		1468						LN		57		3		false		 3                   For the State Small Business Credit				false

		1469						LN		57		4		false		 4   Initiative, our budget for FY '17 is 2,580,800 -- I'm				false

		1470						LN		57		5		false		 5   sorry.  It's 2,390,861, and we had two projects that				false

		1471						LN		57		6		false		 6   were brought to the Board today of 476,250, and that				false

		1472						LN		57		7		false		 7   leaves a balance of $1,914,611.  And this is the program				false

		1473						LN		57		8		false		 8   that, as you know, we have the remainder of through				false

		1474						LN		57		9		false		 9   March of '17 to expand those loan guaranties for the				false

		1475						LN		57		10		false		10   State Small Business Credit Initiative, and as Christian				false

		1476						LN		57		11		false		11   has talked about, they've been marketing to try to get				false

		1477						LN		57		12		false		12   those funds guaranties out the door prior to that time I				false

		1478						LN		57		13		false		13   think.  So with that, we have a projected ending balance				false

		1479						LN		57		14		false		14   right now of 1,914,611 for the State Small Business				false

		1480						LN		57		15		false		15   Credit Initiative, and hopefully we'll get those loan				false

		1481						LN		57		16		false		16   guaranties done prior to that time.				false

		1482						LN		57		17		false		17                   Going on to the next page of the				false

		1483						LN		57		18		false		18   Secretary Treasurer's Report, we have our Capital Outlay				false

		1484						LN		57		19		false		19   Appropriation of 12,425,526.  The Board approved the two				false

		1485						LN		57		20		false		20   projects this morning for Lotte Chemical and LACC of				false

		1486						LN		57		21		false		21   2,170,000, which leaves a balance of 10,255,526.  We				false

		1487						LN		57		22		false		22   have currently projects under review of 3,600,000, which				false

		1488						LN		57		23		false		23   leaves a projected yearend balance of 6,655,5 26.				false

		1489						LN		57		24		false		24                   We have Appropriated in HB2 for Capital				false

		1490						LN		57		25		false		25   Outlay Funding for EDAP projects $10-million, of which				false

		1491						PG		58		0		false		page 58				false

		1492						LN		58		1		false		 1   3-million is in Priority 2 and 7-million is Priority 5.				false

		1493						LN		58		2		false		 2                   And our Capital Outlay Appropriation for				false

		1494						LN		58		3		false		 3   the EDRED, we have a balance -- or a projected budget --				false

		1495						LN		58		4		false		 4   sorry -- of $42,495, and we have expected that to be our				false

		1496						LN		58		5		false		 5   expected ending balance as well.				false

		1497						LN		58		6		false		 6                   And then when you go down to the last				false

		1498						LN		58		7		false		 7   page, our projected Fund Balance Revenue is projected at				false

		1499						LN		58		8		false		 8   $16,845,679, and our expenses are expected at				false

		1500						LN		58		9		false		 9   $16,200,000.  That leaves us with a balance available of				false

		1501						LN		58		10		false		10   654,679.				false

		1502						LN		58		11		false		11                   Any questions?  I know that's a lot of				false

		1503						LN		58		12		false		12   numbers.				false

		1504						LN		58		13		false		13               MR. ROY:				false

		1505						LN		58		14		false		14                   Questions, comments?				false

		1506						LN		58		15		false		15               (No response.)				false

		1507						LN		58		16		false		16               MR. ROY:				false

		1508						LN		58		17		false		17                   How do you generally look at this past				false

		1509						LN		58		18		false		18   fiscal year compared to what is approaching?				false

		1510						LN		58		19		false		19               MS. VILLA:				false

		1511						LN		58		20		false		20                   I think we did see an upcrease,				false

		1512						LN		58		21		false		21   increase, an uptick and increase in our EDAP programs.				false

		1513						LN		58		22		false		22   I know that's always -- or applicants, I should say.  I				false

		1514						LN		58		23		false		23   know that's always been a concern that the Board has had				false

		1515						LN		58		24		false		24   because we hadn't previously had a lot of projects				false

		1516						LN		58		25		false		25   coming forth to the Board for approval.  I definitely				false

		1517						PG		59		0		false		page 59				false

		1518						LN		59		1		false		 1   feel that, though, we've seen an increase.  We're				false

		1519						LN		59		2		false		 2   bringing more to the Board now.  I think that from the				false

		1520						LN		59		3		false		 3   state's perspective, we have to keep our eye on the ball				false

		1521						LN		59		4		false		 4   from a cash management projection looking to see where				false

		1522						LN		59		5		false		 5   those dollars are going to be expended because we have				false

		1523						LN		59		6		false		 6   to go forth and get the appropriation or lines of credit				false

		1524						LN		59		7		false		 7   for our Capital Outlay.  So I think that that's				false

		1525						LN		59		8		false		 8   something that we're going to see, you know, more this				false

		1526						LN		59		9		false		 9   year, especially as we have projects that come under				false

		1527						LN		59		10		false		10   review and approval to the Board for EDAP.				false

		1528						LN		59		11		false		11                   So we did have a cut in LED, as we				false

		1529						LN		59		12		false		12   mentioned before, in our FY '17 budget that we're				false

		1530						LN		59		13		false		13   currently in, in roughly, I think it was, about				false

		1531						LN		59		14		false		14   $4.2-milion to LED, which was broken up between				false

		1532						LN		59		15		false		15   FastStart, marketing communication and our regional				false

		1533						LN		59		16		false		16   economic development appropriations that we give to				false

		1534						LN		59		17		false		17   those organizations.  So we're continuing to monitor the				false

		1535						LN		59		18		false		18   budget.  We've got Revenue Estimating Committee coming				false

		1536						LN		59		19		false		19   up, I believe, October 21st, Mandi, if I'm not mistaken,				false

		1537						LN		59		20		false		20   for revenue estimating.				false

		1538						LN		59		21		false		21                   October 21st, does that sound like a				false

		1539						LN		59		22		false		22   date?				false

		1540						LN		59		23		false		23               MS. MITCHELL:				false

		1541						LN		59		24		false		24                   I'm not sure.				false

		1542						LN		59		25		false		25               MS. VILLA:				false

		1543						PG		60		0		false		page 60				false

		1544						LN		60		1		false		 1                   October 20th.				false

		1545						LN		60		2		false		 2                   So we have a revenue estimating that's				false

		1546						LN		60		3		false		 3   going to be coming up in the next month, so it will be				false

		1547						LN		60		4		false		 4   interesting to see what the estimates are at that time.				false

		1548						LN		60		5		false		 5   Hopefully there's no further impacts to state agencies				false

		1549						LN		60		6		false		 6   with that.				false

		1550						LN		60		7		false		 7               MR. ROY:				false

		1551						LN		60		8		false		 8                   Any comments from staff?  It probably				false

		1552						LN		60		9		false		 9   will be a lot of opportunity for the LEDC program and				false

		1553						LN		60		10		false		10   the flood area, a lot of those businesses, as everyone				false

		1554						LN		60		11		false		11   knows, you buy business interruption, flood insurance,				false

		1555						LN		60		12		false		12   et cetera, there's probably a lot of opportunity for the				false

		1556						LN		60		13		false		13   program there.  Of course, it would be money put to good				false

		1557						LN		60		14		false		14   use, so perhaps we can pick up some guaranties.				false

		1558						LN		60		15		false		15               MS. VILLA:				false

		1559						LN		60		16		false		16                   We have about six months left.				false

		1560						LN		60		17		false		17                   So, Brenda, I don't know if you want to				false

		1561						LN		60		18		false		18   comment to that.				false

		1562						LN		60		19		false		19               MS. GUESS:				false

		1563						LN		60		20		false		20                   One of the things that's taken place is				false

		1564						LN		60		21		false		21   the Louisiana Public Facilities, LPFA, has also gone and				false

		1565						LN		60		22		false		22   kind of surrendered or gathered some funds directed at				false

		1566						LN		60		23		false		23   the flooding, and similar to what happened during				false

		1567						LN		60		24		false		24   Katrina, that there were bridge loans that were made				false

		1568						LN		60		25		false		25   available for small businesses at that time to serve in				false

		1569						PG		61		0		false		page 61				false

		1570						LN		61		1		false		 1   a capacity to be that actual bridge until the insurance				false

		1571						LN		61		2		false		 2   companies paid off the little small businesses.  We have				false

		1572						LN		61		3		false		 3   seen an increase of phone activity from some of the				false

		1573						LN		61		4		false		 4   affected areas, and I think as soon as people can get				false

		1574						LN		61		5		false		 5   their housing needs back together, then the business				false

		1575						LN		61		6		false		 6   needs will follow in.				false

		1576						LN		61		7		false		 7                   I'd like to publicly take this				false

		1577						LN		61		8		false		 8   opportunity to commend Christian, Steve and Shamelda,				false

		1578						LN		61		9		false		 9   also Susan.  The staff has worked real hard over the				false

		1579						LN		61		10		false		10   last few months.  We're approaching the time of the year				false

		1580						LN		61		11		false		11   where our loan activity kind of slows down a little bit,				false

		1581						LN		61		12		false		12   but we think we're seeing a lot of the fruits of the				false

		1582						LN		61		13		false		13   labors that we've gone through over the last few months				false

		1583						LN		61		14		false		14   starting to pay off.				false

		1584						LN		61		15		false		15                   We are also realizing with SBA, one of				false

		1585						LN		61		16		false		16   the banks said, you know, they're looking at us as				false

		1586						LN		61		17		false		17   another tool in their toolbox, so we're going to be				false

		1587						LN		61		18		false		18   exploring a lot of the opportunities.  And we plan to be				false

		1588						LN		61		19		false		19   very busy between now and the end of year and through				false

		1589						LN		61		20		false		20   March 30th of next year, which is when the program				false

		1590						LN		61		21		false		21   sunsets.				false

		1591						LN		61		22		false		22                   MR. ROY:				false

		1592						LN		61		23		false		23                        We commend staff.  I know that				false

		1593						LN		61		24		false		24   several of you were personally impacted by the flood, so				false

		1594						LN		61		25		false		25   tough to concentrate on work sometimes when you have				false

		1595						PG		62		0		false		page 62				false

		1596						LN		62		1		false		 1   such personal needs.				false

		1597						LN		62		2		false		 2               MS. VILLA:				false

		1598						LN		62		3		false		 3                   One thing I would like to add to what				false

		1599						LN		62		4		false		 4   Brenda just said, and even I mentioned it, even though				false

		1600						LN		62		5		false		 5   this program is sunsetting from the federal standpoint,				false

		1601						LN		62		6		false		 6   that just means that from their standpoint, once we				false

		1602						LN		62		7		false		 7   receive in these recycled funds, it no longer carries				false

		1603						LN		62		8		false		 8   the federal constraints or requirements that we have				false

		1604						LN		62		9		false		 9   with them, but this program is going to continue.  Our				false

		1605						LN		62		10		false		10   loan guaranty programs will continue.  We'll continue to				false

		1606						LN		62		11		false		11   use those resources that we were given from the federal				false

		1607						LN		62		12		false		12   government to continue with our loan guaranty program so				false

		1608						LN		62		13		false		13   we can service the needs of the community in that way.				false

		1609						LN		62		14		false		14               MR. ROY:				false

		1610						LN		62		15		false		15                   I think we'll hear more in a minute				false

		1611						LN		62		16		false		16   about default, but our default rate is petty low; right,				false

		1612						LN		62		17		false		17   so expect to get most of the money back?				false

		1613						LN		62		18		false		18               MS. VILLA:				false

		1614						LN		62		19		false		19                   Yes, sir.				false

		1615						LN		62		20		false		20               MS. GUESS:				false

		1616						LN		62		21		false		21                   Yes, sir.				false

		1617						LN		62		22		false		22               MR. ROY:				false

		1618						LN		62		23		false		23                   Very good.  Any other questions or				false

		1619						LN		62		24		false		24   comments?				false

		1620						LN		62		25		false		25               (No response.)				false

		1621						PG		63		0		false		page 63				false

		1622						LN		63		1		false		 1               MR. ROY:				false

		1623						LN		63		2		false		 2                   Hearing none, I'll entertain a motion to				false

		1624						LN		63		3		false		 3   accept the Treasurer's Report.				false

		1625						LN		63		4		false		 4               MS. THAM:				false

		1626						LN		63		5		false		 5                   Move to accept.				false

		1627						LN		63		6		false		 6               MR. ROY:				false

		1628						LN		63		7		false		 7                   Motion.				false

		1629						LN		63		8		false		 8               MR. ANDRE:				false

		1630						LN		63		9		false		 9                   Second.				false

		1631						LN		63		10		false		10               MR. ROY:				false

		1632						LN		63		11		false		11                   Second.				false

		1633						LN		63		12		false		12                   All in favor, "aye."				false

		1634						LN		63		13		false		13               (Several members respond "aye.")				false

		1635						LN		63		14		false		14               MR. ROY:				false

		1636						LN		63		15		false		15                   All opposed, "nay."				false

		1637						LN		63		16		false		16               (No response.)				false

		1638						LN		63		17		false		17               MR. ROY:				false

		1639						LN		63		18		false		18                   It's accepted.				false

		1640						LN		63		19		false		19                   The Accountant's Report, Mr. Smith.				false

		1641						LN		63		20		false		20                   Any comments from the public on that?				false

		1642						LN		63		21		false		21               (No response.)				false

		1643						LN		63		22		false		22               MR. ROY:				false

		1644						LN		63		23		false		23                   Accountant's Report, Mr. Smith.				false

		1645						LN		63		24		false		24               MR. SMITH:				false

		1646						LN		63		25		false		25                   Morning.  Yes.  My job is to come and				false

		1647						PG		64		0		false		page 64				false

		1648						LN		64		1		false		 1   tell you what's performing and what's not performing,				false

		1649						LN		64		2		false		 2   and my report at this time will be similar to my report				false

		1650						LN		64		3		false		 3   for the last, maybe, five years.				false

		1651						LN		64		4		false		 4                   LED Status Report as of August 31st,				false

		1652						LN		64		5		false		 5   2016, we have three loans on the books performing EDAP				false

		1653						LN		64		6		false		 6   and EDLOPs for their loans.  They're all performing with				false

		1654						LN		64		7		false		 7   a total of 768,469 as of end of August 31st, 2016.				false

		1655						LN		64		8		false		 8                   In the old LEDC loan program, there's,				false

		1656						LN		64		9		false		 9   right now, as we speak, one loan, Depot Drilling, the				false

		1657						LN		64		10		false		10   balance of that loan they're paying down.  It's 164,516.				false

		1658						LN		64		11		false		11   Of course, we have to have allowances set up for default				false

		1659						LN		64		12		false		12   for the guaranty loans of 18 percent for EDLOP and EDAP				false

		1660						LN		64		13		false		13   loans is 15 percent, which is standard.  That means that				false

		1661						LN		64		14		false		14   none of those particular loans are headed toward default				false

		1662						LN		64		15		false		15   or late.				false

		1663						LN		64		16		false		16                   Total EDLOP, the total EDLOP balance, as				false

		1664						LN		64		17		false		17   we said, is 768,146.  Fifteen percent of that is a				false

		1665						LN		64		18		false		18   reserve, which is 115,270.  The old Loan Guaranty				false

		1666						LN		64		19		false		19   Program is 164,516, 18 percent, 29,613 as of August				false

		1667						LN		64		20		false		20   31st.				false

		1668						LN		64		21		false		21                   Then we move to the SSBCI Guaranty Loan				false

		1669						LN		64		22		false		22   portfolio.  As of August 31st, 2016, we have 22 current				false

		1670						LN		64		23		false		23   loans, and I am, again, happy to report that there's no				false

		1671						LN		64		24		false		24   one in default.  There's no one late as of August 31st.				false

		1672						LN		64		25		false		25   And so you spoke about our default rate, I think we've				false

		1673						PG		65		0		false		page 65				false

		1674						LN		65		1		false		 1   had one default since I've been here, and I've been				false

		1675						LN		65		2		false		 2   here, what, almost nine years now?  And it's been so				false

		1676						LN		65		3		false		 3   long I can't even remember what that was that defaulted,				false

		1677						LN		65		4		false		 4   but it was an old loan in an old program.				false

		1678						LN		65		5		false		 5                   And so that concludes my good news				false

		1679						LN		65		6		false		 6   report, but I have in my hand, we're getting ready to				false

		1680						LN		65		7		false		 7   embark upon the time of the year where the legislative				false

		1681						LN		65		8		false		 8   auditors are coming in and visiting us for the next two				false
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 1               MR. ROY:
 2                   Good morning.  If everyone will have a
 3   seat, we'll get started.  Glad to know even the
 4   government can say let there be light, and there's
 5   light.
 6                   Call to order the Board of Directors of
 7   the Louisiana Economic Development Corporation.
 8                   Rollcall, please
 9               MS. SORREL:
10                   A.J. Roy.
11               MR. ROY:
12                   Here.
13               MS. SORREL:
14                   Alden Andre.
15               MR. ANDRE:
16                   Here.
17               MS. SORREL:
18                   Louis Reine.
19               (No response.)
20               MS. SORREL:
21                   Susan Tham.
22               MS. THAM:
23                   Here.
24               MS. SORREL:
25                   Mandi Mitchell.
0004
 1               MS. MITCHELL:
 2                   Here.
 3               MS. SORREL:
 4                   Cal Simpson.
 5               (No response.)
 6               MS. SORREL:
 7                   Nitin Kamath.
 8               MR. KAMATH:
 9                   Here.
10               MS. SORREL:
11                   Will Campbell.
12               MR. CAMPBELL:
13                   Here.
14               MS. SORREL:
15                   We have a quorum.
16               MR. ROY:
17                   Very good.  I'll ask everyone to please
18   silence their cell phones.
19                   Before we go any further, it is my
20   privilege to introduce our new board member, Mr. Will
21   Campbell to my left.
22                   Mr. Campbell, welcome.  Glad you could
23   join us.  We look forward to serving with you.  Perhaps
24   you'd like to say a few words.
25               MR. CAMBELL:
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 1                   Good morning to everybody.  Just glad to
 2   be a part of the Board here.
 3                   Just to give you a little bit about my
 4   background, I'm from a little town called Lucedale
 5   Mississippi, graduated from University of South Alabama
 6   with my undergrad degree.  I got my master's from
 7   Liberty University in Lynchburg.  Spent about 17 years
 8   in the military; retired out in 2003 as a captain.  I've
 9   been in banking about 20-something years.  I worked for
10   Wells Fargo, Capital Bank.  I was an SBA man for a
11   number of years.  Now I'm VP of Commercial Services for
12   Ascension Federal Credit Union.
13                   I love coaching home school basketball,
14   and wife and three beautiful children, and, you know,
15   she's the boss of the house, so...
16               Just glad to be here and part of the Board
17   in any way we can assist.  Thank you.
18               MR. ROY:
19                   Thank you.
20                   The first order of business is the
21   approval of the April 15th minutes.
22               MS. MITCHELL:
23                   Move to approve.
24               MR. ROY:
25                   Motion to approve as presented.
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 1               MR. ANDRE:
 2                   Second.
 3               MR. ROY:
 4                   Second.
 5                   Any discussion?
 6               (No response.)
 7               MR. ROY:
 8                   Hearing none, all in favor, "aye."
 9               (Several members respond "aye.")
10               MR. ROY:
11                   All opposed, "nay."
12               (No response.)
13               MR. ROY:
14                   Without objection.
15                   Next order of business, the inhouse
16   approvals, Small Business Local Guaranty Program.  Who's
17   going to give us an update on that?
18               MR. BAHAM:
19                   I'll be happy to give you a quick update
20   on this loan.  We did this one back in June, earlier in
21   this year.  This was done by Ms. Shamelda Pete, one of
22   our loan officers, who's unable to attend today.  This
23   one being considered is True Fund Financial Services out
24   of New Orleans for Gulf South Engineering and Testing.
25   They specialize in engineering and soil testing.  The
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 1   company's been around since 2011.  They were mainly
 2   looking for a new loan for additional trucks.  They
 3   currently have a staff of 18 employees, which they were
 4   planning on a hiring minimum of two new jobs.  The main
 5   reason they were acquiring these vehicles is they have a
 6   contract with the expansion of New Orleans Airport to do
 7   a lot of the groundwork involved with the new runways
 8   and terminals.
 9                   Very good business.  Been around for,
10   like I said, since 2011.  They're growing fairly strong.
11   We actually picked this one up after having meetings
12   earlier this year at the Bankers Conference in New
13   Orleans.  We met with True Fund after the conference and
14   kind of went through the loan, and Shamelda piked it up
15   and knocked it out of the park with this one.
16               MR. ROY:
17                   Very good.  Any questions or comments
18   from the Board?
19               (No response.)
20               MR. ROY:
21                   This is approved.  This is just by way
22   of information for everyone.
23                   Thank you.
24                   Next order of business is under the EDAP
25   Program, Lotte Chemical Louisiana, LLC, and, for the
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 1   record, Mr. Andre is going to recuse himself.  He feels
 2   that he should do so.
 3                   Steve.
 4                   Morning.
 5               MR. ROCK:
 6                   Good morning.
 7               MR. BAHAM:
 8                   With me today for the first EDAP request
 9   that we have for Lotte Chemical is Mr. Jim Rock, who is
10   right here to my left, and the consultant for the
11   project, Mr. Jesse Broderick.
12                   This EDAP is an unsponsored EDAP award
13   for payroll credit in the amount requested of
14   $1,470,000.
15                   Lotte Chemical of Louisiana, LLC is a
16   wholly-owned subsidiary of Lotte Chemical USA
17   Corporation.  They have been around since 1976.  They
18   continue to grow by successfully expanding their
19   business operations through vertical immigration of both
20   its raw material extraction and also production of new
21   products.  They're a global company.  They sell to
22   companies, other companies around the world, and
23   approximately 152 countries and growing.
24                   Their most recent expansion, which this
25   EDAP request is for, is for a new -- bare with me.  I'm
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 1   not familiar with these terms -- 700 kiloton per annum
 2   or 1.5-billion pounds per year of monoethylene glycol
 3   plant in Westlake, Louisiana, which is in Calcasieu
 4   Parish.  The new plant will be fully integrated with our
 5   next EDAP request for the newly-formed joint venture of
 6   LACC, LLC, which that is proposing a 1,000 kiloton per
 7   annum or 2.2-billion pounds per year ethenol cracker.
 8                   The proposed monoethylene glycol plant
 9   or MEG has the capacity to produce products to be
10   distributed to customers throughout primarily US, Europe
11   and Asia, and once it's completed and fully operational,
12   this will be the largest MEG plant of the kind in the
13   US.
14                   As I said, the EDAP request is for
15   $1,470,000.  We will be assisting with infrastructure
16   and improvements.  Primarily we're looking at road
17   upgrades and associated activities with the
18   infrastructure.
19                   Lotte Chemical will provide the state
20   with either a first position mortgage or equivalent
21   because it is an unsponsored, so it's all owned by
22   private property.  The total project is approximately
23   $1.1-billion.  It would be the infrastructure
24   improvement of 1.47-billion.  It is .14 percent of the
25   overall project budget.  The rest of it will be financed
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 1   primarily through the company itself.
 2                   Job performance goals that the company
 3   has agreed to is to create and maintain 80 new jobs at
 4   an annual payroll of 8.1-million to be reached by 2022.
 5   And just for comparison purposes, Calcasieu Parish's
 6   unemployment rate in July 2016 is 5.5 percent as
 7   compared to the state rate of 6.9 percent for the same
 8   time period, and the per capita income of Calcasieu
 9   Parish in 2014 was just over $40,000 compared to the
10   state per capita of $42,000.
11                   Staff recommends approval of this
12   project as an unsponsored EDAP payroll credit award with
13   our basic contingencies that we normally have.  The
14   company has agreed to create those 80 jobs and maintain
15   them through the life of the EDAP project with the
16   associated payroll of 8.1-million through 2022.
17   Additionally, the total capital investment by Lotte
18   Chemical and the Westlake facility will be invested by
19   the company at a rate of 1.1-billion to be hit by May
20   1st, 2018.
21                   And with that, I'm going to turn it over
22   to Mr. Rock and Mr. Broderick as they have a little bit
23   more information about the company and give you a little
24   bit more detail about the activities that are taking
25   place in Westlake.
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 1               MR. ROCK:
 2                   Thanks, Steven.
 3                   I'm Jim Rock.  I'm the executive
 4   director of the site for Lotte Chemical, USA, which has
 5   ownership of both LACC and LCLA.  They own 100 percent
 6   of LCLA, which is Lotte Chemical of Louisiana, and they
 7   own 90 percent of LACC, which is located at Axiall
 8   Corporation.  And the investment for LACC is a
 9   1.9-billion.  For LCLA, it's 1.1-billion for a total of
10   $3-billion.
11                   And one thing I'll start out by saying,
12   I've heard it pronounced Lotte, Lotte, and Lotte, and
13   it's actually Lotte.
14               MS. MITCHELL:
15                   Thanks for that correction.  That was
16   going to be my question.
17               MR. ROCK:
18                   They're headquartered in South Korea.
19   It's a very large corporation, very integrated
20   corporation that has a lot of retail products of
21   beverages, foods, hotels, hotels in New York City and
22   around the world.  They've got total of 200,000
23   employees worldwide, including about 70,000 in Korea and
24   South Korea, and elsewhere in the world.  The investment
25   represents not only the largest MEG plant in the US, by
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 1   far the largest investment that Lotte has.  Prior to
 2   this investment, we had about a 303-employee facility
 3   just outside of Hyundai manufacturing plant in Southeast
 4   Alabama, so this is a big investment for Lotte, a big
 5   investment for -- a foreign investment for the State of
 6   Louisiana and we're glad to pick Louisiana because of
 7   the workforce, because of the -- deepwater ports, also
 8   the Lake Charles plant and also the integration with the
 9   what used to be BP industries and it became Axiall and a
10   couple weeks ago became part of the Westlake Chemical.
11               MR. ROY:
12                   Any questions or comments?
13               MS. MITCHELL:
14                   Mandi Mitchell, Assistant Secretary.
15   Thank y'all for being here today.
16                   I was just looking through your
17   presentation and wanted to emphasize the economic impact
18   of the project being 66.7-million and an estimated local
19   tax revenue of 215-million over the 10-year period.  Did
20   you want to elaborate on that?
21               MR. ROCK:
22                   Well, our total improvement for the two
23   sites is going to exceed about 215 or so.  We've also,
24   right now, the Lotte offices are in Houston, Texas.
25   That's because CB&I was already in contract for a
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 1   project and then contemplated moving the USA
 2   headquarters into Louisiana to Westlake.  If that comes
 3   comes to fruition, that's going to bring, as you can
 4   imagine, high-salary jobs.  There will be a lot of state
 5   income tax abatement and a lot of purchases if somebody
 6   moves, they're buying houses; they're buying groceries;
 7   they're buying gas; they're going out to eat at
 8   restaurants.  There's a lot of other investments going
 9   into Calcasieu Parish, as I'm sure you're aware of, so
10   it's going to be a tremendous benefit for the parish as
11   well as the state.
12               MS. THAM:
13                   Can I ask quickly what the number of
14   people at the headquarters currently is?
15               MR. ROCK:
16                   We're anticipating that it's going to
17   add about 25 jobs, president, financial, HR.
18               MS. THAM:
19                   All high salary?
20               MR. ROCK:
21                   Right.
22               MR. ROY:
23                   Yes, sir.
24               MR. BRODERICK:
25                    My name is Jesse.  I just want to add
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 1   to your comment that the state revenue of 66.7, I mean,
 2   that's mostly made up of the sales tax and the benefits
 3   the state will get from the indirect jobs that come.
 4   What's not included is the anticipated income tax
 5   revenue.  Now, you could anticipate there could be over
 6   300-million in additional income tax that the State of
 7   Louisiana will get over the next 10 years as a result of
 8   this project.
 9               MR. ROY:
10                   I'm sorry.  I missed your title and
11   name.
12               MR. BRODERICK:
13                   Jesse Broderick.  I'm managing partner
14   of SumIT Credit.
15               MR. ROY:
16                   Thank you.
17                   Any other questions or comments?
18               MR. CAMPBELL:
19                   I just want to ask, what motivated you
20   to look at purchasing this particular project?
21               MR. ROCK:
22                   Well, this project is important for
23   Lotte because they wanted to take advantage of the
24   low-priced ethane, which was a stateside ethylene
25   cracker.  Other parts of the world, ethane is either
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 1   very expensive or nonexistent and does not fit the other
 2   feedstock, so being able to take advantage of the low
 3   cost of ethane was a very important factor into this
 4   area.  And, also, building a plant, the smaller you
 5   build a plant, the less economy of scale have, so they
 6   wanted to build a full-scale facility, and they had
 7   demand for about 1-billion pounds a year to meet their
 8   MEG requirements.  And Axiall, who uses approximately
 9   about a billion pounds a year for their Westlake
10   facility, and so in their existing Westlake facility,
11   they produced, according to cost of just the basic
12   products, to sell most of the cost, about 65 percent of
13   chlorine will be used in derivative products, and those
14   derivative products all contain a carbon molecule and
15   the ethane and carbon molecule in the plant.  So they
16   produce perchloroethylene, trichloroethylene, methyl
17   chloroform, EDC is ethylene dichloride and dichloride,
18   which goes to the EBC, which, you know, is housing and
19   that sort of...
20               MR. CAMPBELL:
21                   Got you.
22               MR. ROCK:
23                   So we looked for a partner that needed
24   about the equivalent amount of ethylene.
25               MR. ROY:
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 1                   Good match and a great place to do
 2   business.
 3               MR. CAMPBELL:
 4                   Got you.
 5               MR. ROY:
 6                   Anyone else?
 7               (No response.)
 8               MR. ROY:
 9                   Hearing none, I'll entertain a motion.
10               MS. MITCHELL:
11                   Move to approve the unsponsored EDAP for
12   Lotte Chemical at 1.47-million.
13               MS. THAM:
14                   Second.
15               MR. ROY:
16                   Motion and a second.
17                   Any other discussion?
18               (No response.)
19               MR. ROY:
20                   Hearing none, all in favor, "aye."
21               (Several members respond "aye.")
22               MR. ROY:
23                   All opposed, "nay."
24               (No response.)
25               MR. ROY:
0017
 1                   Any comments from the public?
 2               (No response.)
 3               MR. ROY:
 4                   Hearing none, it's approved.
 5   Congratulations.  Please keep us posted on your success.
 6               MR. ROCK:
 7                   Thank you.
 8               MR. ROY:
 9                   Next order of business is LACC, LLC, US,
10   and that's the Axiall Corporation.  They related a
11   project?
12               MR. BAHAM:
13                   With me again is Mr. Jim Rock and Jesse
14   Broderick representing LACC here for this project.
15                   As Mr. Rock pretty much summed up the
16   relationship between the two companies in his
17   presentation just a minute ago, I'll go ahead and quick
18   you a quick rundown.
19                   As he said, Lotte Chemical is building a
20   new facility, which we just approved to assist in the
21   infrastructure improvements at the Westlake location
22   next door to Axiall Corporation.
23                   Just to give you a brief history, Axiall
24   Corporation has been operating in Southwest Louisiana
25   for many decades, I believe over 70 years now, and
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 1   they're a global provider of chemicals and building
 2   products.  They mainly utilize natural resources in its
 3   essential ingredients, like chlorine, caustic soda,
 4   needed to create products such as minor building
 5   materials, siding, windows, doors, trims, pipefitting,
 6   et cetera.
 7                   For Axiall Corporation, this joint
 8   venture plant represents continued investment into the
 9   State of Louisiana and the people of Calcasieu Parish.
10   This new plant, which is a joint venture between Lotte
11   and Axiall, will be, once created, it's a newly-created
12   ethenyl cracker, will be able to produce approximately
13   1-million metric tons of ethylene a year.  Also, for
14   Lotte, not only is this representing an expansion of
15   their operations here in the US, but it marks the first
16   Korean-based petrochemical company to locate here than
17   anywhere in the United States.
18                   This particular EDAP request is for
19   700,000, which will also go towards improvements to the
20   infrastructure or additions to privately-held
21   infrastructure, like rooms and all of the associated
22   pieces that go with that.
23                   The total project for this is
24   $1.9-billion of which the 700,000 represents just .04
25   percent of the overall cost of the project.  Similar
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 1   documents and payroll commitments made for this
 2   particular plant.  Axiall has agreed to retain 1,600
 3   jobs with an approximate annual payroll of $86-million
 4   at an increase of two percent per year through 2022.
 5   And, also, LACC, which is the new joint venture, has
 6   agreed to create and retain 135 new jobs throughout the
 7   life of the EDAP at an annual payroll of 11.5-million by
 8   2022.
 9                   Just to reiterate, the previous project
10   and this protect, while they're related and while Lotte
11   Chemical does own 90 percent of this joint venture,
12   they're two separate entities.  The 80 jobs from the
13   previous EDAP will be separate.  They are totally
14   separate from the 135 jobs and payroll for this plant,
15   so they will be reported and that's why they're being
16   presented as two separate projects because they are
17   legally two separate entities and all of the jobs and
18   investment will be completely separate.
19                   Staff would recommend -- recommends
20   approval of this protect as an unsponsored EDAP and
21   payroll award.  Axiall has, as I said, agreed to retain
22   1,600 jobs with an estimated payroll of 66-million to be
23   increased by two percent annually, and LACC will create
24   135 new jobs with an estimated payroll of 11 and half
25   million by 2022.  We have all of our standard
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 1   contingencies, which I might add the additional
 2   investment by LACC will be at least 1.9-billion by May
 3   1st, of 2018.
 4                   And I'm going to pass it over to
 5   Mr. Rock and Mr. Broderick for any additional
 6   information I may have missed or skimmed over and answer
 7   any questions you have.
 8               MR. ROY:
 9                   Before you begin, just for the record,
10   Mr. Andre is recusing himself from this matter as well.
11                   You may proceed.  Thank you.
12               MR. ROCK:
13                   This project, the LACC part is important
14   because you can't make MEG without the E, so that's why
15   it's titled that project.
16                   The Axiall portion is going to supply
17   their ethylene need for their Lake Charles or Westlake
18   facilities of both the North and South plant, and
19   currently -- that plant started up in 1947, so it's got
20   over 70 years of operations since that time.  In the
21   early 1960s, when the plant expanded and started to
22   produce for the -- in like with those projects and so
23   they started purchasing ethylene at that time.  So right
24   now, the plant is, historically since the '60s, have
25   bought ethylene from a variety of producers in Southeast
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 1   Texas and around Louisiana getting their own
 2   producer-based economics.  Ethylene is going to help
 3   ensure the actual plant can operate another 70 years.
 4   It's very competitive.  That's why it's important.
 5               MR. ROY:
 6                   Would you like to add anything to that
 7   before we have questions?
 8               MR. BRODERICK:
 9                   No.  At this time, I'm just going to
10   help answer any questions.
11               MR. ROY:
12                   Questions or comments?
13               MS. THAM:
14                   It appears that there's plenty of demand
15   for this project; right, just in the companies here that
16   even building such a big facility, it's not going to
17   surpass the demand, is it?
18               MR. ROCK:
19                   No, certainly not.  There will be no
20   other -- no other ethylene plants will be shutting down
21   as a result of this.
22               MR. BRODERICK:
23                   I guess I could point out if you have
24   your presentation in front of you, if you looked at the
25   map, you can see that these two facilities will
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 1   literally be right next to each other.  They are
 2   altogether.
 3                   Page 3 of the slide presentation of the
 4   project.
 5               MR. CAMPBELL:
 6                   I just have a question real quick.  I
 7   was kind of noticing the financial showing that the
 8   revenues were decreasing for actual.  What was the main
 9   reason for that piece?
10               MR. BRODERICK:
11                   I think over in 2013, '14 and '15, like
12   it went from -- if I'm looking at this correctly.
13               MR. CAMPBELL:
14                   Looks like it dropped from 3,700,000 to
15   3,300,000.
16               MR. BRODERICK:
17                   Are you looking at the prior year
18   financials?
19               MR. CAMPBELL:
20                   Yes, yes.  The credit memo.
21               MR. ROCK:
22                   This is for Lotte Chemical or is this
23   for Axiall?
24               MR. CAMPBELL:
25                   Axiall, right.
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 1               MR. BAHAM:
 2                   What page is that on, Mr. Campbell?
 3               MR. CAMPBELL:
 4                   It's on Page, I think, 133 under the
 5   Financial Analysis section.
 6               MS. THAM:
 7                   There's a Comparative Financial
 8   Statement on 174, too, that shows the three years.
 9               MR. ROCK:
10                   You're talking about Reduced Revenue for
11   Axiall Corporation?
12               MS. THAM:
13                   Right.  The sales went down
14   significantly.
15               MR. ROCK:
16                   Yeah.  I mentioned earlier their base
17   products are chlorine and caustic soda and they used
18   very little of the caustic in their production and sell
19   most of that.  A lot of cost that goes into the alumina
20   industry, and whether they -- they sell, they market
21   maybe 35 percent of the chlorine and use the other 65
22   percent in their derivatives products, but they sell
23   90-something -- over 90 percent of the caustic.  So the
24   caustic price is like a sign, it goes up and down, up
25   and down according to demand, and a lot of that, they
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 1   export all of that caustic to South America and the
 2   other countries where there's large alumina plants and
 3   the alumina industry has taken a hit, you might be aware
 4   of here.  Domestically, as well as a lot of the alumina
 5   industry is down, a lot of those plants are shut down,
 6   so the price of caustic, which varies tremendously, has
 7   a gigantic impact on revenue.
 8               MS. MITCHELL:
 9                   If I may, just to piggyback on what the
10   gentlemen just mentioned about the alumina industry,
11   just because I'm directly involved with efforts of one
12   of our aluminum plants in the state here to try and help
13   retain those jobs, they have taken a significant hit
14   because of unfair practices of China basically dumping
15   alumina into our industry, into the market and driving
16   those prices down and putting pressure on the alumina
17   plants that we do have in the US.  And so I can speak to
18   that directly because I'm involved with an effort to try
19   to raise awareness of this issue amongst or members of
20   congress because we have one plant here in Louisiana
21   with almost 400 jobs that we're trying to help retain.
22               MR. CAMPBELL:
23                   The reason I ask the question, and I
24   just want to make sure, the impact of the profitability
25   the company.
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 1               MR. ROCK:
 2                   This project is going to help because,
 3   like I mentioned, the price of caustic goes up and down
 4   and so it's very atypical for the nature of it, and
 5   Axiall is one of the few companies that is not packing
 6   and making their own ethylene.  So this is going to help
 7   us be competitive with other --
 8               MS. THAM:
 9                   So if they're primarily chlorine and is
10   this a major diversification for this?
11               MR. ROCK:
12                   Well, it's a diversification that
13   started in the early '60s, so it's been around for a
14   while, and that's where a lot of most of the chlorine
15   and chlorinated-derivative products, you know, vinyl,
16   all kind of products that's used in your home, the
17   vehicle, PVC, of course, and all kinds of house building
18   and industrial building materials.  That's kind of where
19   the growth of the chlorine market has been for a couple
20   of decades.
21               MR. ROY:
22                   What percentage of the world's ethylene
23   will this plant produce once it's up and running as the
24   largest ethylene plant in the world?
25               MR. ROCK:
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 1                   Well, it's the largest -- I think we
 2   said the largest MEG plant that was built in the United
 3   States.  So there are ethylene plants larger than the
 4   one we're building.  Actually one right across the
 5   interstate.  Sasol is building one that's larger than
 6   this right now, but percentage-wise, I don't know.
 7               MR. ROY:
 8                   It's the largest what?
 9               MR. ROCK:
10                   MEG plant.
11               MR. ROY:
12                   Plant in the US.
13                   How many MEG plants are in the US?
14               MR. ROCK:
15                   I don't know how many.
16               MR. ROY:
17                   Any other questions or comments?
18               (No response.)
19               MR. ROY:
20                   Comments from the public?
21               (No response.)
22               MR. ROY:
23                   Hearing none, I'll entertain a motion
24   from the board.
25               MS. MITCHELL:
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 1                   Move to approve the $700,000 unsponsored
 2   EDAP for the LACC and Axiall joint venture project.
 3               MR. CAMPBELL:
 4                   And I second that.
 5               MR. ROY:
 6                   Motion and second.
 7                   Any other discussion?
 8               (No response.)
 9               MR. ROY:
10                   Hearing none, all in favor, "aye."
11               (Several members respond "aye.")
12               MR. ROY:
13                   All opposed, "nay."
14               (No response.)
15               MR. ROY:
16                   Without objection.  Congratulations.
17   Again, please keep us posted.
18               MR. ROCK:
19                   Thank you.
20               MR. BRODERICK:
21                   Thank you.
22               MR. ROY:
23                   Next order of business is one of the
24   SSBCI program, Acadian Cypress & Hardwood, American Bank
25   and Trust.  Mr. Pennington.
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 1               MR. PENNINGTON:
 2                   Good morning.
 3               MR. ROY:
 4                   Good morning.
 5                   Good morning, gentlemen.
 6               MR. PENNINGTON:
 7                   This is Mr. Frank Vallot.  He's the
 8   owner of Acadian Cypress, and Stan is - Mr. Stan from
 9   American Bank and Trust.
10                   I'm excited about this project this
11   morning.  This is a great Louisiana company and a brand
12   new bank; hadn't used our program.  Excited to be
13   working with them as well as American Bank and Trust.
14   Glad to have them at the table.
15                   Basically what Acadian Cypress does is
16   they manufacture lumber, plywood, siding, shingles
17   flooring, fencing, basically wood products essentially.
18   Cypress Hardwoods and the loan they're looking at today
19   is for $1.5-million, of which $250,000 will be carved
20   out as eligible as a refinance.  By rules, we're not
21   allowed to guaranty that, so that would reduce the
22   amount of the loan that we can guaranty down to
23   $1.4-million, of which we'll have a $930,000 guaranty on
24   that.
25                   The purpose of this loan is mostly for
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 1   inventory, to purchase new rolling stock for the
 2   company, and for working capital.  The collateral is
 3   going to be the new rolling stock purchase, properties
 4   that is owned by Mr. Frank, and the collateral more than
 5   meets the one-to-one requirements.
 6                   Now, I have a handout I passed out up
 7   there I think I gave everyone.  There's some appraisals
 8   that came in afterwards, after I sent out the package,
 9   and I just want to make sure that everyone got one, and
10   it more than meets the one-to-one requirement of the
11   collateral.
12                   This loan is going to result in the
13   creation of five new jobs and the retention of 61 new
14   jobs.  And one other thing I want to mention is we got
15   we got this loan package before the flood happened, and
16   they were having an uptick in the hardwood and cypress
17   business before the flood happened.  I'm sure Mr. Frank
18   can talk to that.  They're definitely going to have a
19   great bit of demand in the Baton Rouge area for these
20   type of products.  And I, for one, am happy that a
21   Louisiana Company is going to be supplying the needed
22   materials to rebuild basically Baton Rouge and the
23   state, and with that, I'll hand it over to Mr. Frank to
24   talk about his business and how he's looking to expand
25   and what he's got on the plan.
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 1               MR. VALLOT:
 2                   Good morning.  Thank you, Chairman Roy,
 3   Assistant Secretary Mitchell and the LEDC Board for the
 4   opportunity to be here today.
 5                   I made notes because after being in
 6   business 30 years and starting, I can ramble, so I know
 7   that I have to cram it into, let's say, less than seven
 8   minutes, so it's not that I'm reading from script.  It's
 9   so I don't veer.
10                   I'd like to also thank Stan Dameron,
11   President of American Bank, and Pascal Dean, who's with
12   American Bank.  He's the Vice President.  And I'd like
13   to introduce Willie Bartel is our CFO, and Rick
14   Cangelosi, Vice President of Operations.  We're the
15   think tank for Acadian Cypress today.
16                   Until yesterday at about 6 o'clock, I
17   knew exactly what I was going to say and then I started
18   trying to cram it through the blender and so it's
19   interesting, I started this business and it's almost
20   like a business fairytale.  This Cajun guy goes to
21   college at USL, which, for those that are younger, it's
22   Lafayette.  It used to be called.
23               MS. MITCHELL:
24                   I'm from Lafayette, so you just scored
25   some points, and you called it USL.
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 1               MR. VALLOT:
 2                   Yeah.  Well, if I'm here long enough,
 3   I'll probably just drop in occasion I was born and
 4   raised in New Iberia and it really comes out in me every
 5   once in a while.  Don't...
 6               Okay.  So I fell for this girl and followed
 7   her to Ponchatoula, and while I was there in
 8   Ponchatoula, that's where the real story begins.  I
 9   started Acadian Cypress in 1986 in my back yard.  Today,
10   we're 30 years strong.  We're approaching, during this
11   next five-year projection, a billion dollars in gross
12   sales revenue.  We have a customer base of 1,900, which
13   is industry specific and reoccurring accounts.  They are
14   cabinet makers, contractors, developers, antique
15   renovations and replications, retail, custom home
16   builders and people that want something special in their
17   home, and lumber yards.  We sell a lot of products to
18   other lumber yards as items that compliment the packages
19   they put together.  Not one customer accounts one or two
20   percent of our gross sales, so we're not dependent on
21   their volatility.  We have -- that's our ability to
22   maintain and survive and thrive through the ups and
23   downs over the last 30 years.
24                   We have 61 full-time employes.  Combined
25   total years of experience is 458, which is average of
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 1   seven and a half per tenure, so we have a good retention
 2   rate.  The average income of all of the those employees
 3   is over $40,000, and we are adding five new jobs as a
 4   guaranty, but our projection is 10 to 12 positions.
 5                   We have over 300 years experience within
 6   the sales nucleus.  We have a specific sales staff that
 7   is trained and not only educated, but we have continued
 8   to develop them.  And specifically what Acadian does in
 9   Ponchatoula, Louisiana for Louisiana.
10                   We have domestic and imported vendors.
11   We bring products in from all over the world, and we
12   have proprietary manufacturing agreements with countries
13   or manufacturers in countries such as China that bring a
14   product in that fits Louisiana's need.  And it is
15   different, you know.  It's, if you look at the box
16   stores, even their product line has changed from area to
17   area.  Walmarts and all of those, you can see Cajun
18   paddles; however, you won't see them in Montana.  So we
19   have specific needs for the people and the builders
20   here.
21                   We have our own in-house CAD-based
22   molding manufacturing system where we can duplicate a
23   molding if it's brought to us.  We also have
24   documented -- we have over 2,000 profiles in-house, and
25   we're able to pull from that 2,000-plus for as the
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 1   manufacturer is needed.  What that does is allows us to
 2   replicate molding if we're putting in a bid and we're
 3   going to produce something to repair the State Capitol
 4   and they need to match a molding.  If they're going to
 5   build and produce a cabinet or a table in a new building
 6   such as this, we have the specifications and ability to
 7   provide all of the products you're looking at that are
 8   wood related.
 9                   And most importantly, the home builders
10   and the contractors that come to see us, especially now
11   with the recent storm and the flood that we've all
12   experienced in South Louisiana, the ability to help
13   them, give them identity and a special product that is
14   cost effective and it gives them a value-added product
15   and improves their worth when they're building their own
16   home.
17                   The use of the funds will be primarily
18   and specifically for the increase of inventory to raise
19   the stock levels to approach the business that we know
20   we have out there before us.  It did not take into
21   consideration the impact of the flood.  That is
22   something that was separate and distinct, and I did not
23   include it in these growth papers.
24                   We will take advantage of certain new
25   markets, but most of what we do is what we've been doing
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 1   with the most efficient and most net profit at the end
 2   of the day.  I'll come right up there and say that the
 3   business goes up and down and it's not what it was four
 4   years ago, but Acadian has been more profitable.  We
 5   reached people early on, and we have -- our entire fleet
 6   is paid for.  All of our manufacturing equipment is set
 7   to run for another 20 years.  It has a long lifespan and
 8   it's well managed.  And the ability to increase
 9   manufacturing by 100 percent without another increase in
10   the manufacturing machinery and everything that
11   complicated, so that's 100 percent increase available.
12                   The flood impact.  The projections did
13   not include that you looked at.  Nineteen percent of our
14   customer base is in the same flood zone, and we've
15   already received advance orders.  We helped some that
16   are flooded.  We helped them recover some of their
17   products, and that was -- that took on water and helped
18   them salvage.  And we've supported them just like we did
19   through any of the other events that we've experienced
20   over the last 30 years.  This is the latest and
21   greatest, but it's huge.
22                   We plan on being there, and our
23   employees are Louisianans; they plan on manufacturing
24   and providing products and more of them to these people,
25   and it can be a benefit not only for the new employees
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 1   that we're putting on staff, but to the future customers
 2   that are in this area.
 3                   The jobs that we're putting on are not
 4   short-term jobs.  They're long-term jobs.  We plan on
 5   growing and exceeding those numbers.  It's not going to
 6   end when the rebuilding stops.  That's why this wasn't
 7   included.
 8                   At this point, if you have any
 9   questions, I sure would invite them.
10               MS. THAM:
11                   I'd like to ask, have you made any
12   plans -- well, first of all, what I'm hearing from
13   people who flooded is, "I'm only putting cypress back in
14   my house," and, you know, there are no cabinets
15   available.  So obviously you guys are going to try to
16   make use of that 100 percent increase in manufacturing.
17   Have you made plans for what you're going to do after
18   and it contracts back down, I mean, as far as how you're
19   going to gear up that fast and slow back down?  Is that
20   a concern?
21               MR. VALLOT:
22                   The proprietary manufacturing agreements
23   we have with some of the domestic plywood manufacturers
24   there's a railcar coming down right now that is going to
25   target the products that these people are using.  The
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 1   big difference between -- let's use Katrina as an
 2   example.  People rebuilt and they bought cabinets and
 3   they put them in and they looked pretty and substantial
 4   and they spent a lot of money on them.  Then when this
 5   flood comes that no one anticipated, these cabinets fall
 6   apart because the composition of this board is not the
 7   plywood.  It's not a veneer or plywood.  It doesn't even
 8   have moisture resistance.  It's a particle board or
 9   medium-density fiber board, things that cannot handle
10   the moisture.  And specifically use -- they have a great
11   lifespan and they have a fantastic purpose and they're
12   cost effective and they look good, they're durable, but
13   they're not water resistant in any shape or form.
14                   Two of the customers that brought solid
15   wood cabinets pulled their cabinets after the storm and
16   they took the cabinets out and set them outside, put
17   them on tables and they said they love their cabinets
18   more than anything they could replace and they're
19   putting those cabinets back.  Now, the granite tops
20   broke and they had to take them out and put in new
21   granite tops back in.  All of the people are rebuilding
22   that with that in mind.  The line of customers, that's
23   why I why I was telling you 19 percent, a lot of those
24   people call and say, "I need this veneer for Birch."  "I
25   need this veneer for oak," and "I need the lumber to go
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 1   with it."  We manufacture the molding products to go
 2   with species, so if you're building a set of oak
 3   cabinets -- and I just briefly touched on this because I
 4   didn't want to ramble, but if you're building a set of
 5   oak cabinets and you need oak crown molding and you need
 6   oak trim, we manufacture those products.  Those are the
 7   jobs vertical integration, which will increase the
 8   profit and a direct bottom line net profit.
 9                   So the products that people are
10   rebuilding with now are 100 percent different than what
11   they did in Katrina because of the knowledge in such a
12   short-term of what happened then and what's happening
13   now.  They're rebuilding with those products.  Our
14   advance orders are going up quite a bit.  That is not
15   going to be something that will last forever, but we
16   have other grown and we have other areas that we've
17   already targeted and we're approaching those as a
18   combination.
19               MS. THAM:
20                   What percentage of your wood products
21   are cypress?  Are you having trouble getting the
22   cypress?
23               MR. CANGELOSI:
24                   We have three primary suppliers that are
25   outside of the State of Louisiana, and we have a small,
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 1   less than three-percent, inside the State of Louisiana
 2   at this moment.  The ability -- the resource is there,
 3   but the ability to acquire it, as there's so much
 4   weather out there, that you have to work with that.  So
 5   our ability to supply and our gross sales on cypress is
 6   never more than 15 percent of our total business, but
 7   it's an identifying market because it's indigenous in
 8   Louisiana.
 9               MR. CAMPBELL:
10                   One question, are these the most current
11   balance sheet, back in July, in this loan package?
12               MR. PENNINGTON:
13                   Yeah.  I think the one is dated July the
14   31st, 2016.
15               MR. BAHAM:
16                   That's it.  That's the most current one
17   supplied to us, yes.
18               MR. CAMPBELL:
19                   What were you looking to -- I was kind
20   of looking at liquidity of the company.  What are you
21   planning to do to increase the liquidity?
22               MR. VALLOT:
23                   Well --
24               MR. DAMERON:
25                   That's one of the reasons we're here is
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 1   that I've watched Frank over many, many years and he's a
 2   constant entrepreneur and his business acumen has
 3   matured over the years.  He's had other ventures.  He's
 4   narrowed down to what he thinks or what he knows he can
 5   do the best, and that's dealing with the hardwoods.  He
 6   had some other ventures.  He got into manufacturing and
 7   sawmills a little bit, but this is a business that he
 8   understands, he knows.  He knows the marketplace; he
 9   knows the need.  He's consolidated down there's an
10   opportunity that's out there that he saw before the
11   flood, but he needed some capital resources, and that's
12   why he came to us.  He has another bank he deals with.
13   Frankly we're a smaller bank and we're not able to
14   handle his needs.  He said, "Would you look at this?"
15   And we said, "Sure."  So we're here for -- this is an
16   enhancement to the credit.  It doesn't make or break the
17   credit.  I think the loan-to-value ratio is we're going
18   to have about 3.6-million in collateral and we're
19   lending about 2.5, so we feel that we are conservative
20   in putting this together.
21                   He's on an eight-year amortization,
22   which he'll be able to pay out through sales and
23   increase in inventory if not quicker, and this will
24   build his financial capacity to go forward.  He does
25   have short-term liquidity, and that's whey we're here.
0040
 1               MR. CAMPBELL:
 2                   I just want to commend you on the
 3   management, the profitability of the company.  I just
 4   wanted to make sure that, you know, from a management,
 5   you're building liquidity over time because I think you
 6   very well, you know, with the flood opportunity here, so
 7   I just wanted to make sure we comment on that.
 8               MR. VALLOT:
 9                   Absolutely.  Thank you.
10               MR. ROY:
11                   Any other questions or comments?
12               (No response.)
13               MR. ROY:
14                   Comments from the public?
15               (No response.)
16               MR. ROY:
17                   Hearing none, I'll entertain a motion.
18               MR. ALDEN:
19                   I'll move for approval.
20               MR. ROY:
21                   Motion for approval as presented.
22               MS. MITCHELL:
23                   Second.
24               MR. VALLOT:
25                   Thank you.
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 1               MR. ROY:
 2                   Any other discussion?
 3               MR. VALLOT:
 4                   Another USL graduate here.
 5               MS. MITCHELL:
 6                   And, Mr. Vallot, my fiancé is from New
 7   Iberia, so I really like you.
 8               MR. VALLOT:
 9                   My father was born in Acadia and lived
10   in Port Sulphur.  He fought in WW2, the "big war" as
11   he's always said, and he wouldn't teach us the French
12   because of all of that he had gone through and he, you
13   know, it's something that he said, "If I had know one
14   day how cool it would be to be Cajun, I would have
15   taught you."  So thank you very much.  I appreciate it.
16               MS. MITCHELL:
17                   Good luck to you.
18               MR. ROY:
19                   I have a motion and a second.
20                   All in favor, "aye."
21               (Several members respond "aye.")
22               MR. ROY:
23                   All opposed, "nay."
24               (No response.)
25               MR. ROY:
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 1                   Without objection.  Congratulations.
 2   These are the kind of projects we love to see, true home
 3   projects helping people in Louisiana, so good luck to
 4   you.  Keep us posted on your success.  Thank y'all for
 5   coming.
 6               MR. PENNINGTON:
 7                   This is Mr. Gerard from Farmer's State
 8   Bank, and I have a handout.  I have a handout I passed
 9   to everyone with a current balance sheet as of August
10   31st if everyone I got that after we sent out the
11   package as well, so I want to make sure everyone got it.
12                   Basically what this business is, it's a
13   startup business called Hose Source, and I want to
14   mention as well, this is a brand new bank for our
15   program as well, Farmer's State, and I'm very happy to
16   have Mr. Arden here at the table with us presenting a
17   new loan.  Hopefully we can have more projects coming
18   through as well.
19                   This business is a startup hose
20   manufacturer.  They manufacture hoses in the oil and gas
21   business and other businesses where we have to have
22   hoses.  They manufacture both hydraulic and pneumatic
23   hoses.  And the owner, Mr. Credeur, has quite a bit of
24   experience in this business.  He started up a business
25   in 1994 called All Hose Specialty, and he ran it for
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 1   about 10 years and then he sold out to a larger company.
 2   And now he has -- went to work another company for a
 3   number of years and now he's back starting up a business
 4   again.
 5                   The loan that we're looking at today has
 6   two components.  It has a million-dollar permanent loan
 7   to purchase equipment, and it has $300,000 loan for
 8   revolving line of credit backed by receivables, so a
 9   total of 1.3-million, and the guaranty amount is 9.75,
10   $975,000.
11                   The collateral for the loan is going to
12   be the equipment purchase for the permanent loan as well
13   as the receivables worth $300,000 with a line of
14   revolving line of credit.  The equipment loan should be
15   amortized over 10 years with the remainder due in five,
16   and the first six months is going to be interest only.
17   And this loan is going to result in five new jobs.
18                   Like I said, the business owner has been
19   has private experience in this business.  He's already
20   put up $200,000 of his own money in the business to
21   start it and he has two other business partners that
22   will be taking out permanent loans to put in the
23   business as well.  So they're putting about $400,000
24   plus a little bit into this business to get started on.
25   The three owners have all worked in this field for
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 1   numerous years.
 2                   Staff recommends that the board approves
 3   this loan.  The loan guarantee not to exceed $975,000
 4   based on 75 percent of 1.3-million excluding the bank
 5   fees or finance costs from Louisiana Small Business
 6   Owner Guarantee Program.  LEDC will utilize SSBCI funds
 7   for the entirety of the term.  There will be a one
 8   percent guaranty fee charged for this loan.  Besides
 9   that, it's the standard contingencies that we normally
10   would have.
11                   With that, I'll let Mr. Gerard speak
12   about the loan.
13               MR. LABAT:
14                   Thank you, Christian, for inviting me
15   this morning, and I guess the good side of my customer
16   not being here is that he's out there drumming up
17   business.  All three of them are salesmen first, so
18   their company is taking off.  They opened up the branch
19   in Houma, and very soon, by the end of the year, they
20   will be opening up another location in Broussard.  So
21   these gentlemen, like Christian said, have been in the
22   business a long time and are very knowledgeable about
23   hoses.  In fact, I've got a little bit.  They gave me a
24   little, short presentation on how to make hoses under
25   pressure and all of this and crimping and all of that
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 1   kind of stuff.
 2                   So our bank, we've made SBA loans, USDA
 3   RD loans, B&I loans, FSA government guaranty loans.
 4   We're just getting into this guaranty program, and I'm
 5   very hopeful, like Christian said, that we'll have a
 6   long-term relationship.  So far, I've enjoyed working
 7   with Christian and learning a little bit about this
 8   program, but I'm very confident in this loan.  The main
 9   man, Toby Credeur, is putting up real estate for
10   collateral, and their inventory is going to turn because
11   they have a lot of contacts and a lot of projected sales
12   already just getting started, so...
13               MR. PENNINGTON:
14                   I wanted to mention that this company
15   has only been operating for a couple of months, and if
16   you look, they already have revenues of $993,000,
17   top-line revenue, and a gross income of $323,000, and
18   they started opening business in June, I believe, June
19   1st.  So they've already hit the ground running.  Being
20   in business for as long as Mr. Credeur has, he has the
21   contacts necessary to facilitate this loan.  And it's
22   going to result in five new jobs in which isn't a lot of
23   jobs, but it's important, you know.  And in small
24   businesses, I'm very confident in this one, and I'll
25   entertain any questions or any concerns.
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 1               MR. ROY:
 2                   Questions or comments?
 3               MS. MITCHELL:
 4                   I do have a question.  Just it's
 5   remarkable the progress the company has been able to
 6   make in a short period of time.  I just want hear from a
 7   representative from the bank.  Mr. Labat; is that right?
 8               MR. LABAT:
 9                   Labat.  My name does get turned around a
10   few ways.
11               MS. MITCHELL:
12                   I'm from your neck of the woods.  I know
13   how to pronounce it.
14               MR. LABAT:
15                   Some people say Gerald, but it's Gerard.
16                   I guess to give you a history of our
17   bank, Farmers State Bank, our main headquarter is in
18   Church Point, and we're mostly in Acadia area.  We do
19   get confused with Farmers and Merchant Bank out of
20   Breaux Bridge, so there is a difference there, but your
21   question.
22               MS. MITCHELL:
23                   I was just going to ask, clearly the
24   bank has done its due diligence, but if you could just
25   speak to the Hose Source customer base because the
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 1   perception is that the oil industry is in a downward
 2   spell, and so we just want to make sure that the company
 3   will be able to remain viable going forward.  So clearly
 4   you've done your due diligence, and if you can kind of
 5   speak to that.
 6               MR. LABAT:
 7                   Right.  And the company is diverse.  Oil
 8   is not the main -- I mean, it's part of it, but they do
 9   hoses for agriculture.  In fact, I had a son-in-law
10   that's a sugarcane farmer and he buys hoses for his
11   tractors all of the time.  The hoses that they provide
12   are all different sizes different, different pressures.
13   It's very diversified.  So, yeah, the oil field is
14   definitely a major component, but the company is very
15   spread out what they clearly provide to.
16                   These guys had a business before and
17   very successful, like Christian, said, so they have a
18   lot of oil customers that will come back to them.  They
19   had a noncompete clause moving from the old companies to
20   where they are now.  That's all -- legality-wise that's
21   all been ironed out, so we feel very confident.  We know
22   they're going to be very successful because of their
23   history and their track record.
24               MS. MITCHELL:
25                   Okay.  Thank you so much, and I didn't
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 1   even think about the fact that you're huge down in the
 2   Acadia area, so thank so much.
 3               MR. CAMPBELL:
 4                   I just have a question.  First I want to
 5   commend you for bringing this type of credit to LED.  It
 6   kind of shows your ability strike the deals.
 7                   Now, one question is what percentage, do
 8   you know, of the revenue is coming from the oil and gas
 9   versus the other percentage of the other streams do you
10   think?
11               MR. LABAT:
12                   I really didn't do those numbers, crunch
13   those numbers.  I could find that out for you.
14               MR. CAMPBELL:
15                   No, no.  I'm looking at the liquidity
16   here.  The standard history of the experience on the
17   owners is tremendous.
18                   Now, let me ask you this:  Why did you
19   choose LED versus SBA guaranty?  Easier process?
20               MR. LABAT:
21                   Well, I was contacted -- I work closely
22   with the UL Small Business Development Center in
23   Lafayette at the college.
24               MR. CAMPBELL:
25                   Is that Heidi Melancon?
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 1               MR. LABAT:
 2                   Heidi Melancon.
 3               MR. CAMPBELL:
 4                   Did she help you with the package?
 5               MR. LABAT:
 6                   Yes.  She helped to a degree, but our
 7   customer actually put his business plan together.
 8               MR. CAMPBELL:
 9                   Wow.
10               MR. LABAT:
11                   Because years ago, he felt that with UL,
12   with the other company, so he would -- you know, the UL
13   business plan is also a learning experience, and we
14   don't want them to do the plan for our customer.  We
15   want our customer -- it's his plant.  They just assist.
16   So our customer, he brought the whole plan.  It was one
17   that he put together under the UL Small Business
18   Development, and I think that this fellow's very good,
19   very intelligent and very knowledgeable.
20                   And, Christian, when you met him --
21               MR. PENNINGTON:
22                   Talked to him on the phone.
23               MR. LABAT:
24                   On the phone, yeah.
25                   And so, you know, I think that that's
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 1   how I came in to knowing this program, where I heard
 2   about it, and I started comparing it to SBA and USBA and
 3   FSA and all of the other ones.  I said, "This is just
 4   another tool in my toolbox that I can have access to."
 5   So I started looking at when I get the project, which
 6   one fits.  This one seemed to fit the best for this
 7   program, and I want to develop that relationship with
 8   Christian.  I'm hoping down the road that we can do some
 9   more.
10                   So, in fact, we met recently on a
11   perspective one in Lafayette just last week, I think it
12   was.
13               MR. PENNINGTON:
14                   Week before.
15               MR. LABAT:
16                   Yeah.  So we do have some more potential
17   projects that we can work on.
18               MR. CAMPBELL:
19                   Okay.
20               MR. PENNINGTON:
21                   I reach out to Farmers State and Mr.
22   Gerard, I want to say in March or so when I was doing my
23   marketing.  I tried to go out and hit as many banks I
24   possibly can and meet with them one-on-one and tell them
25   abut our program trying to get the word out there, and
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 1   that's how I first met Mr. Gerard.
 2               MS. THAM:
 3                   Looking at the financial statement, it's
 4   amazing the speed in which y'all have come up to that
 5   kind of sales number, and I see you're projecting a net
 6   profit for the year of $105,000.  Right now it's
 7   negative 80, and I'm assuming that -- you know, as the
 8   net profit, and I'm assuming that a lot of that has to
 9   do with startup costs and things, but have they taken an
10   effort to identify after this August balance sheet, are
11   they still projecting a profit; do you know?
12               MR. PENNINGTON:
13                   I'm not sure.  I know that
14   projections -- you're correct, they were projecting a
15   profit, and the reason why they are negative so far is
16   startup costs.  I know that's why they're $80,000 as it
17   is right now.  That's on a fiscal year basis, so it goes
18   from the 6th of 2016 to 6 of 2017, so it's just a
19   couple --
20               MS. THAM:
21                   About 10 months.
22               MR. PENNINGTON:
23                   Exactly, yeah.  So that's -- they
24   haven't been operating very long, so that's basically
25   what it is, yes, ma'am.
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 1               MS. THAM:
 2                   Well, the fact that they have a balance
 3   sheet together from 20 days ago means that they're
 4   keeping up with it, I believe.
 5               MR. PENNINGTON:
 6                   Absolutely, yes, ma'am.
 7               MS. THAM:
 8                   That analyze.  So that seems to be a big
 9   problem with startup companies is that they don't
10   realize they need to do that.
11               MR. PENNINGTON:
12                   Absolutely.  Most of the ones I see,
13   when I bring up financial statements, their eyes just
14   kind of glaze over and they don't -- a lot of times,
15   they don't understand what I'm asking for, really.
16               MS. THAM:
17                   It's hard to make good management
18   decisions if you don't have numbers.  The fact that
19   they're paying attention and putting numbers together
20   speaks well of them.
21               MR. ROY:
22                   Any other questions or comments?
23               (No response.)
24               MR ANDRE:
25                   Move for approval.
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 1               MR. ROY:
 2                   Motion for approval from Mr. Andre.
 3               MR. CAMPBELL:
 4                   I move for approval on this credit.
 5               MR. ROY:
 6                   Second by Mr. Campbell.
 7                   Any discussion by the public, comments?
 8               (No response.)
 9               MR. ROY:
10                   Any discussion -- any further discussion
11   by the Board?
12               (No response.)
13               MR. ROY:
14                   Hearing none, all in favor, "aye."
15               (Several members respond "aye.")
16               MR. ROY:
17                   All opposed, "nay."
18               (No response.)
19               MR. ROY:
20                   Congratulations.  Please tell the
21   gentleman we hope he was selling something and we look
22   forward to hearing about his success.
23               MR. LABAT:
24                   I would like to also thank you on behalf
25   of our bank president, Danny Domingue, and we look
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 1   forward to having a relationship in the future.
 2               MR. ROY:
 3                   This is great.  I think both of these
 4   banks, this is their first LEDC guaranty.  That's great.
 5   I commend the staff for bringing everybody to the table.
 6   We look forward to working with you.
 7               MS. MITCHELL:
 8                   Mr. Labat, do you know any Duplechain's
 9   in Church Point, tell them I said hello.  That's my
10   family.
11               MR. LABAT:
12                   I do know some.
13                   Thank you.
14               MR. ROY:
15                   All right.  Next order of business is
16   the Treasurer's report.  Ms. Villa.
17               MS. VILLA:
18                   Good morning.  This morning we have
19   actually two Secretary Treasurer's Reports.  We have a
20   final report for Fiscal Year '16, which is going to be
21   the first Secretary Treasurer's Report in your packet.
22   I'll start with the overview.
23                   Our '15-'16 budget in total was
24   16,181,766 and our balance is 12,218,891 prior to the
25   projects that we had currently in-house of 5,770,000,
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 1   which leaves us with a projected ending balance of
 2   6,448,891 across all programs, including the Financial
 3   Assistance Program, the State Small Business Credit
 4   Initiative and our Capital Outlay and EDAP and EDRED
 5   programs.
 6                   If you go to the next page, it shows in
 7   detail what we had for each of the units.  The first
 8   being the Financial Assistance Program where we ended up
 9   for the year on that program, it was $144,067.  For the
10   State Small Business Credit Initiative, we had a
11   beginning budget of $2,747,174, and we had approved
12   projects of 212,246, which left us with a balance of
13   2,390,861, and that's where we ended up the year for
14   State Small Business Credit Initiative.
15                   If you go down to the next page is our
16   EDAP and EDRED programs through our Capital Outlay, and
17   we had a budget between the two of 13,434,592, and we
18   had projects that were approved of 1,290 -- I'm sorry --
19   3,750,629, which left a balance of 9,683,963 between the
20   two programs.  And we had projects under review, as I
21   mentioned earlier, 5,770,000 broken out there.  You see
22   the project names that we still had under review, two of
23   which were brought to the Board this morning for
24   approval, which left a balance at the end of the year of
25   3,913,963.
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 1                   We wended up the year, as you can see,
 2   on the Fund Balance available for the year of
 3   18,933,298, and our expenses for the year total
 4   13,771,271, which left a balance available of
 5   $5,162,027.
 6                   If you go on to the Capital Outlay,
 7   which is the final page, we had a total fund balance
 8   available through Fiscal Year '16 of -- I'm sorry --
 9   with a budget of 5,210,000.  We actually ended with
10   654,679.
11                   So I'll start over with the Capital
12   Outlay Appropriation General Fund for FY '16, as I
13   mentioned, a fund balance 5,210,166, and our adjusted
14   fund balance is available through, which included the
15   additional periods of August 14, 2016, had adjusted fund
16   balance of 1,814,634.
17                   So we start out FY '17 Secretary
18   Treasurer's Report with a budget of 15,048,882, and we
19   have projects under review pending the Board of
20   2,646,250, which left a balance of 12,402,632.  And then
21   we had additional projects under review of 3,600,000,
22   which leaves a project yearend balance of $8,802,632.
23                   So going onto the detail of that, the
24   Financial Assistance Program budget for the year is
25   190,000.  We currently do not have any projects pending
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 1   approval or under review by the staff, so we project an
 2   ending balance of 190,000.
 3                   For the State Small Business Credit
 4   Initiative, our budget for FY '17 is 2,580,800 -- I'm
 5   sorry.  It's 2,390,861, and we had two projects that
 6   were brought to the Board today of 476,250, and that
 7   leaves a balance of $1,914,611.  And this is the program
 8   that, as you know, we have the remainder of through
 9   March of '17 to expand those loan guaranties for the
10   State Small Business Credit Initiative, and as Christian
11   has talked about, they've been marketing to try to get
12   those funds guaranties out the door prior to that time I
13   think.  So with that, we have a projected ending balance
14   right now of 1,914,611 for the State Small Business
15   Credit Initiative, and hopefully we'll get those loan
16   guaranties done prior to that time.
17                   Going on to the next page of the
18   Secretary Treasurer's Report, we have our Capital Outlay
19   Appropriation of 12,425,526.  The Board approved the two
20   projects this morning for Lotte Chemical and LACC of
21   2,170,000, which leaves a balance of 10,255,526.  We
22   have currently projects under review of 3,600,000, which
23   leaves a projected yearend balance of 6,655,5 26.
24                   We have Appropriated in HB2 for Capital
25   Outlay Funding for EDAP projects $10-million, of which
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 1   3-million is in Priority 2 and 7-million is Priority 5.
 2                   And our Capital Outlay Appropriation for
 3   the EDRED, we have a balance -- or a projected budget --
 4   sorry -- of $42,495, and we have expected that to be our
 5   expected ending balance as well.
 6                   And then when you go down to the last
 7   page, our projected Fund Balance Revenue is projected at
 8   $16,845,679, and our expenses are expected at
 9   $16,200,000.  That leaves us with a balance available of
10   654,679.
11                   Any questions?  I know that's a lot of
12   numbers.
13               MR. ROY:
14                   Questions, comments?
15               (No response.)
16               MR. ROY:
17                   How do you generally look at this past
18   fiscal year compared to what is approaching?
19               MS. VILLA:
20                   I think we did see an upcrease,
21   increase, an uptick and increase in our EDAP programs.
22   I know that's always -- or applicants, I should say.  I
23   know that's always been a concern that the Board has had
24   because we hadn't previously had a lot of projects
25   coming forth to the Board for approval.  I definitely
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 1   feel that, though, we've seen an increase.  We're
 2   bringing more to the Board now.  I think that from the
 3   state's perspective, we have to keep our eye on the ball
 4   from a cash management projection looking to see where
 5   those dollars are going to be expended because we have
 6   to go forth and get the appropriation or lines of credit
 7   for our Capital Outlay.  So I think that that's
 8   something that we're going to see, you know, more this
 9   year, especially as we have projects that come under
10   review and approval to the Board for EDAP.
11                   So we did have a cut in LED, as we
12   mentioned before, in our FY '17 budget that we're
13   currently in, in roughly, I think it was, about
14   $4.2-milion to LED, which was broken up between
15   FastStart, marketing communication and our regional
16   economic development appropriations that we give to
17   those organizations.  So we're continuing to monitor the
18   budget.  We've got Revenue Estimating Committee coming
19   up, I believe, October 21st, Mandi, if I'm not mistaken,
20   for revenue estimating.
21                   October 21st, does that sound like a
22   date?
23               MS. MITCHELL:
24                   I'm not sure.
25               MS. VILLA:
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 1                   October 20th.
 2                   So we have a revenue estimating that's
 3   going to be coming up in the next month, so it will be
 4   interesting to see what the estimates are at that time.
 5   Hopefully there's no further impacts to state agencies
 6   with that.
 7               MR. ROY:
 8                   Any comments from staff?  It probably
 9   will be a lot of opportunity for the LEDC program and
10   the flood area, a lot of those businesses, as everyone
11   knows, you buy business interruption, flood insurance,
12   et cetera, there's probably a lot of opportunity for the
13   program there.  Of course, it would be money put to good
14   use, so perhaps we can pick up some guaranties.
15               MS. VILLA:
16                   We have about six months left.
17                   So, Brenda, I don't know if you want to
18   comment to that.
19               MS. GUESS:
20                   One of the things that's taken place is
21   the Louisiana Public Facilities, LPFA, has also gone and
22   kind of surrendered or gathered some funds directed at
23   the flooding, and similar to what happened during
24   Katrina, that there were bridge loans that were made
25   available for small businesses at that time to serve in
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 1   a capacity to be that actual bridge until the insurance
 2   companies paid off the little small businesses.  We have
 3   seen an increase of phone activity from some of the
 4   affected areas, and I think as soon as people can get
 5   their housing needs back together, then the business
 6   needs will follow in.
 7                   I'd like to publicly take this
 8   opportunity to commend Christian, Steve and Shamelda,
 9   also Susan.  The staff has worked real hard over the
10   last few months.  We're approaching the time of the year
11   where our loan activity kind of slows down a little bit,
12   but we think we're seeing a lot of the fruits of the
13   labors that we've gone through over the last few months
14   starting to pay off.
15                   We are also realizing with SBA, one of
16   the banks said, you know, they're looking at us as
17   another tool in their toolbox, so we're going to be
18   exploring a lot of the opportunities.  And we plan to be
19   very busy between now and the end of year and through
20   March 30th of next year, which is when the program
21   sunsets.
22                   MR. ROY:
23                        We commend staff.  I know that
24   several of you were personally impacted by the flood, so
25   tough to concentrate on work sometimes when you have
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 1   such personal needs.
 2               MS. VILLA:
 3                   One thing I would like to add to what
 4   Brenda just said, and even I mentioned it, even though
 5   this program is sunsetting from the federal standpoint,
 6   that just means that from their standpoint, once we
 7   receive in these recycled funds, it no longer carries
 8   the federal constraints or requirements that we have
 9   with them, but this program is going to continue.  Our
10   loan guaranty programs will continue.  We'll continue to
11   use those resources that we were given from the federal
12   government to continue with our loan guaranty program so
13   we can service the needs of the community in that way.
14               MR. ROY:
15                   I think we'll hear more in a minute
16   about default, but our default rate is petty low; right,
17   so expect to get most of the money back?
18               MS. VILLA:
19                   Yes, sir.
20               MS. GUESS:
21                   Yes, sir.
22               MR. ROY:
23                   Very good.  Any other questions or
24   comments?
25               (No response.)
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 1               MR. ROY:
 2                   Hearing none, I'll entertain a motion to
 3   accept the Treasurer's Report.
 4               MS. THAM:
 5                   Move to accept.
 6               MR. ROY:
 7                   Motion.
 8               MR. ANDRE:
 9                   Second.
10               MR. ROY:
11                   Second.
12                   All in favor, "aye."
13               (Several members respond "aye.")
14               MR. ROY:
15                   All opposed, "nay."
16               (No response.)
17               MR. ROY:
18                   It's accepted.
19                   The Accountant's Report, Mr. Smith.
20                   Any comments from the public on that?
21               (No response.)
22               MR. ROY:
23                   Accountant's Report, Mr. Smith.
24               MR. SMITH:
25                   Morning.  Yes.  My job is to come and
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 1   tell you what's performing and what's not performing,
 2   and my report at this time will be similar to my report
 3   for the last, maybe, five years.
 4                   LED Status Report as of August 31st,
 5   2016, we have three loans on the books performing EDAP
 6   and EDLOPs for their loans.  They're all performing with
 7   a total of 768,469 as of end of August 31st, 2016.
 8                   In the old LEDC loan program, there's,
 9   right now, as we speak, one loan, Depot Drilling, the
10   balance of that loan they're paying down.  It's 164,516.
11   Of course, we have to have allowances set up for default
12   for the guaranty loans of 18 percent for EDLOP and EDAP
13   loans is 15 percent, which is standard.  That means that
14   none of those particular loans are headed toward default
15   or late.
16                   Total EDLOP, the total EDLOP balance, as
17   we said, is 768,146.  Fifteen percent of that is a
18   reserve, which is 115,270.  The old Loan Guaranty
19   Program is 164,516, 18 percent, 29,613 as of August
20   31st.
21                   Then we move to the SSBCI Guaranty Loan
22   portfolio.  As of August 31st, 2016, we have 22 current
23   loans, and I am, again, happy to report that there's no
24   one in default.  There's no one late as of August 31st.
25   And so you spoke about our default rate, I think we've
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 1   had one default since I've been here, and I've been
 2   here, what, almost nine years now?  And it's been so
 3   long I can't even remember what that was that defaulted,
 4   but it was an old loan in an old program.
 5                   And so that concludes my good news
 6   report, but I have in my hand, we're getting ready to
 7   embark upon the time of the year where the legislative
 8   auditors are coming in and visiting us for the next two
 9   to three months as usual, so maybe by the end of October
10   we would have our VP evaluations back and we can close
11   out June 31st and we'll be visited by the auditors and
12   we'll bet be getting back with you with our final
13   financial reports.  Hopefully sooner than January like
14   we did last year.  I think January or February.  I can't
15   remember.
16                   That concludes my report.
17               MR. ROY:
18                   Questions, comments?
19               (No response.)
20               MR. ROY:
21                   You said our formal is 14 or 15 percent
22   of the balance, the total reserve; is that what you
23   said?
24               MR. SMITH:
25                   No.  It was 18 percent for guaranty
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 1   loans, 15 percent for EDLOP and EDAP loans per board
 2   memorandum.
 3               MR. ROY:
 4                   Far above our historical losses.
 5               MR. SMITH:
 6                   Right.
 7               MR. ROY:
 8                   Okay.  Any other questions or comments?
 9               (No response.)
10               MR. ROY:
11                   Motion to accept the Accountant's
12   Report.
13               MS. THAM:
14                   Move to accept.
15               MR. ROY:
16                   Motion.
17               MS. MITCHELL:
18                   Second.
19               MR. ROY:
20                   Second.
21                   All in favor, "aye."
22               (Several members respond "aye.")
23               MR. ROY:
24                   All opposed, "nay."
25               (No response.)
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 1               MR. ROY:
 2                   Without objection.
 3                   Ms. Mitchell, President's Report.
 4               MS. MITCHELL:
 5                   Yes, sir.  Good morning, everyone.  Glad
 6   to be here to provide a report to you on behalf of
 7   Secretary Pierson, so thank you-all very much for being
 8   here today.
 9                   As you know, a lot has happened since we
10   last meet in April and we ended up having to cancel our
11   last meeting due to our attention can focus on flood
12   recovery, response and recovery, as well as many of our
13   own staff members unfortunately being affected by this
14   flood disaster, so we do thank you-all, fellow Board
15   members, for being flexible.
16                   In response to the flood disaster, LED
17   is sprang into action, and in conjunction with the Small
18   Business Administration and the Louisiana Small Business
19   Development Center Network, we have established
20   throughout the state eight business recovery centers
21   that are providing onsite services to businesses, small
22   businesses in particular, that have been impacted by the
23   flood.  We also established very early on an online
24   portal of business recovery resources.  We were, if not
25   the first, one of the first to do so to provide a
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 1   one-stop shop of information on resources available to
 2   businesses trying to get themselves back up and running
 3   after the flood.
 4                   We also worked with Economist Dek
 5   Terrell to develop an official economic impact report of
 6   the flood so that Governor Edwards had with him some
 7   official record of the damages and the economic impact
 8   of the flood as he and his team pursue appropriations,
 9   federal appropriations, from Congress to assist
10   Louisiana in flood recovery.
11                   So the estimated impact, not counting
12   any impact to public infrastructure, is around
13   $8.7-billion and about 3-billion of that hitting
14   Louisiana businesses on natural losses of inventory,
15   impacting their infrastructure and business
16   interruption.  So it was a significant event, and LED,
17   in addition to our day-to-day responsibilities, we are
18   continuing to do everything that we can to help our
19   businesses get back on their feet.
20                   And then within that number, which just
21   may be of interest to you, there's an estimated impact
22   of about $110-million to the agriculture sector, which
23   is critical to Louisiana, particularly rice and soybean
24   crops took a significant hit.  So there are about 900
25   businesses that were interrupted by the flooding that
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 1   began on August 11th and that continued for days, and we
 2   estimate, also, about 6,000 businesses in 22 different
 3   parishes actually were impacted in some way, shape or
 4   form by the flood.
 5                   Good news, if we want to project it,
 6   most of our major industries in the state remained open
 7   and continuing their operations successfully.  Our
 8   challenge remains, obviously, in restoring small
 9   businesses and helping residential repair housing
10   because the information that we provide with economic
11   impact actually translates both to the commercial impact
12   and to the residential impact.
13                   We also, we were working on launching an
14   innovative, new program to help small construction
15   companies build a solid foundation for their businesses
16   for growth and success through the Louisiana
17   Contractor's Accreditation Institute.  So that's going
18   to be conducted throughout October and November
19   throughout the state.  That will help small and emerging
20   construction companies learn the basics of the industry
21   and prepare for the state's licensing exam, and that's
22   going to be critical, even more so now, to get Louisiana
23   businesses back on their feet and give them the
24   knowledge and capacity to be able to help with the flood
25   recovery.
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 1                   Besides the focus on flood recovery, our
 2   team has been heavily focused on implementing the
 3   executive order issued on June 24th, 2016, which
 4   provided some significant reforms to the Industrial Tax
 5   Exemption Program, and our sister board, the Board of
 6   Commerce and Industry, is actually overseeing those
 7   changes to that program.  So what the Governor's
 8   executive order eventually did was two key things,
 9   provided a voice for local government as well as
10   accountability for program participants through job
11   creation.  And so we are focused very closely on
12   ensuring a smooth implementation of the executive order
13   so that companies and local governments and the state
14   can all work together to make sure that our program
15   remains competitive as one of 39 states that offer
16   industrial tax exemption.  And for the first time,
17   Louisiana will be in line with the other 38 states in
18   having local approval as part of the process.
19                   Just some notes.  We're also monitoring
20   the Task Force on Structural Change and Budget and Tax
21   Policy, which will soon be producing a report of
22   recommendations for the Governor and the legislature to
23   take a look at for the 2017 session as it pertains to
24   tax reform.  And that's why Louis Reine is absent today
25   because he also serves on that task force and their
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 1   meting is this morning as well.
 2                   Just some highlights on some good news
 3   that recently has come to LED.  Area Development has
 4   ranked Louisiana Number 5 in its Annual Top States For
 5   Doing Business Report.  We climbed three spots from last
 6   year.  We were ranked Number 8, and it's the higher
 7   ranking we've ever gotten from this publication.  And
 8   just a bit of background for you, this serves as one of
 9   the nation's top sites selection consultants weighing in
10   on their experiences in doing businesses in different
11   states around the country.
12                   Some other good news is that LED has
13   launched its first Diversity Committee for Small
14   Business Growth.  We have reaffirmed our longstanding
15   commitment to developing and advocating for woman and
16   minority-owned businesses throughout the state, so we
17   have a really good cross section of organizations that
18   promotes those goals as part of our Diversity Committee.
19   They've already held their first meeting and they will
20   continue to meet not only in Baton Rouge, but throughout
21   the state and get input on what the state can be doing
22   to help support those businesses.
23                   So it's been a brisk Summer for LED, to
24   say the least, and we expect that pace to continue
25   throughout the Fall, but we do thank y'all for your
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 1   service on the Board and thanks for working with the
 2   department.
 3               MR. ROY:
 4                   Thank you Ms. Mitchell.
 5                   Any other business?
 6               (No response.)
 7               MR. ROY:
 8                   Hearing none, I'll entertain a motion to
 9   adjourn.
10               MR. ANDRE:
11                   So moved.
12               MS. THAM:
13                   Second.
14               MR. ROY:
15                   Motion and second.
16               (Meeting concludes at 11:05 a.m.)
17   
18   
19   
20   
21   
22   
23   
24   
25   
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 1   REPORTER'S CERTIFICATE:
 2               I, ELICIA H. WOODWORTH, Certified Court
 3   Reporter in and for the State of Louisiana, as the
 4   officer before whom this meeting for the Board of
 5   Directors of the Louisiana Economic Development
 6   Corporation, do hereby certify that this meeting was
 7   reported by me in the stenotype reporting method, was
 8   prepared and transcribed by me or under my personal
 9   direction and supervision, and is a true and correct
10   transcript to the best of my ability and understanding;
11   
12               That the transcript has been prepared in
13   compliance with transcript format required by statute or
14   by rules of the board, that I have acted in compliance
15   with the prohibition on contractual relationships, as
16   defined by Louisiana Code of Civil Procedure Article
17   1434 and in rules and advisory opinions of the board;
18               That I am not related to counsel or to the
19   parties herein, nor am I otherwise interested in the
20   outcome of this matter.
21   
     Dated this 26th day of October, 2016.
22   
23                               ___________________________
24                                 ELICIA H. WOODWORTH, CCR
25                                 CERTIFIED COURT REPORTER
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·1· · · · · · · ·MR. ROY:


·2· · · · · · · · · ·Good morning.· If everyone will have a


·3· ·seat, we'll get started.· Glad to know even the


·4· ·government can say let there be light, and there's


·5· ·light.


·6· · · · · · · · · ·Call to order the Board of Directors of


·7· ·the Louisiana Economic Development Corporation.


·8· · · · · · · · · ·Rollcall, please


·9· · · · · · · ·MS. SORREL:


10· · · · · · · · · ·A.J. Roy.


11· · · · · · · ·MR. ROY:


12· · · · · · · · · ·Here.


13· · · · · · · ·MS. SORREL:


14· · · · · · · · · ·Alden Andre.


15· · · · · · · ·MR. ANDRE:


16· · · · · · · · · ·Here.


17· · · · · · · ·MS. SORREL:


18· · · · · · · · · ·Louis Reine.


19· · · · · · · ·(No response.)


20· · · · · · · ·MS. SORREL:


21· · · · · · · · · ·Susan Tham.


22· · · · · · · ·MS. THAM:


23· · · · · · · · · ·Here.


24· · · · · · · ·MS. SORREL:


25· · · · · · · · · ·Mandi Mitchell.
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·1· · · · · · · ·MS. MITCHELL:


·2· · · · · · · · · ·Here.


·3· · · · · · · ·MS. SORREL:


·4· · · · · · · · · ·Cal Simpson.


·5· · · · · · · ·(No response.)


·6· · · · · · · ·MS. SORREL:


·7· · · · · · · · · ·Nitin Kamath.


·8· · · · · · · ·MR. KAMATH:


·9· · · · · · · · · ·Here.


10· · · · · · · ·MS. SORREL:


11· · · · · · · · · ·Will Campbell.


12· · · · · · · ·MR. CAMPBELL:


13· · · · · · · · · ·Here.


14· · · · · · · ·MS. SORREL:


15· · · · · · · · · ·We have a quorum.


16· · · · · · · ·MR. ROY:


17· · · · · · · · · ·Very good.· I'll ask everyone to please


18· ·silence their cell phones.


19· · · · · · · · · ·Before we go any further, it is my


20· ·privilege to introduce our new board member, Mr. Will


21· ·Campbell to my left.


22· · · · · · · · · ·Mr. Campbell, welcome.· Glad you could


23· ·join us.· We look forward to serving with you.· Perhaps


24· ·you'd like to say a few words.


25· · · · · · · ·MR. CAMBELL:
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·1· · · · · · · · · ·Good morning to everybody.· Just glad to


·2· ·be a part of the Board here.


·3· · · · · · · · · ·Just to give you a little bit about my


·4· ·background, I'm from a little town called Lucedale


·5· ·Mississippi, graduated from University of South Alabama


·6· ·with my undergrad degree.· I got my master's from


·7· ·Liberty University in Lynchburg.· Spent about 17 years


·8· ·in the military; retired out in 2003 as a captain.· I've


·9· ·been in banking about 20-something years.· I worked for


10· ·Wells Fargo, Capital Bank.· I was an SBA man for a


11· ·number of years.· Now I'm VP of Commercial Services for


12· ·Ascension Federal Credit Union.


13· · · · · · · · · ·I love coaching home school basketball,


14· ·and wife and three beautiful children, and, you know,


15· ·she's the boss of the house, so...


16· · · · · · · ·Just glad to be here and part of the Board


17· ·in any way we can assist.· Thank you.


18· · · · · · · ·MR. ROY:


19· · · · · · · · · ·Thank you.


20· · · · · · · · · ·The first order of business is the


21· ·approval of the April 15th minutes.


22· · · · · · · ·MS. MITCHELL:


23· · · · · · · · · ·Move to approve.


24· · · · · · · ·MR. ROY:


25· · · · · · · · · ·Motion to approve as presented.
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·1· · · · · · · ·MR. ANDRE:


·2· · · · · · · · · ·Second.


·3· · · · · · · ·MR. ROY:


·4· · · · · · · · · ·Second.


·5· · · · · · · · · ·Any discussion?


·6· · · · · · · ·(No response.)


·7· · · · · · · ·MR. ROY:


·8· · · · · · · · · ·Hearing none, all in favor, "aye."


·9· · · · · · · ·(Several members respond "aye.")


10· · · · · · · ·MR. ROY:


11· · · · · · · · · ·All opposed, "nay."


12· · · · · · · ·(No response.)


13· · · · · · · ·MR. ROY:


14· · · · · · · · · ·Without objection.


15· · · · · · · · · ·Next order of business, the inhouse


16· ·approvals, Small Business Local Guaranty Program.· Who's


17· ·going to give us an update on that?


18· · · · · · · ·MR. BAHAM:


19· · · · · · · · · ·I'll be happy to give you a quick update


20· ·on this loan.· We did this one back in June, earlier in


21· ·this year.· This was done by Ms. Shamelda Pete, one of


22· ·our loan officers, who's unable to attend today.· This


23· ·one being considered is True Fund Financial Services out


24· ·of New Orleans for Gulf South Engineering and Testing.


25· ·They specialize in engineering and soil testing.· The
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·1· ·company's been around since 2011.· They were mainly


·2· ·looking for a new loan for additional trucks.· They


·3· ·currently have a staff of 18 employees, which they were


·4· ·planning on a hiring minimum of two new jobs.· The main


·5· ·reason they were acquiring these vehicles is they have a


·6· ·contract with the expansion of New Orleans Airport to do


·7· ·a lot of the groundwork involved with the new runways


·8· ·and terminals.


·9· · · · · · · · · ·Very good business.· Been around for,


10· ·like I said, since 2011.· They're growing fairly strong.


11· ·We actually picked this one up after having meetings


12· ·earlier this year at the Bankers Conference in New


13· ·Orleans.· We met with True Fund after the conference and


14· ·kind of went through the loan, and Shamelda piked it up


15· ·and knocked it out of the park with this one.


16· · · · · · · ·MR. ROY:


17· · · · · · · · · ·Very good.· Any questions or comments


18· ·from the Board?


19· · · · · · · ·(No response.)


20· · · · · · · ·MR. ROY:


21· · · · · · · · · ·This is approved.· This is just by way


22· ·of information for everyone.


23· · · · · · · · · ·Thank you.


24· · · · · · · · · ·Next order of business is under the EDAP


25· ·Program, Lotte Chemical Louisiana, LLC, and, for the
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·1· ·record, Mr. Andre is going to recuse himself.· He feels


·2· ·that he should do so.


·3· · · · · · · · · ·Steve.


·4· · · · · · · · · ·Morning.


·5· · · · · · · ·MR. ROCK:


·6· · · · · · · · · ·Good morning.


·7· · · · · · · ·MR. BAHAM:


·8· · · · · · · · · ·With me today for the first EDAP request


·9· ·that we have for Lotte Chemical is Mr. Jim Rock, who is


10· ·right here to my left, and the consultant for the


11· ·project, Mr. Jesse Broderick.


12· · · · · · · · · ·This EDAP is an unsponsored EDAP award


13· ·for payroll credit in the amount requested of


14· ·$1,470,000.


15· · · · · · · · · ·Lotte Chemical of Louisiana, LLC is a


16· ·wholly-owned subsidiary of Lotte Chemical USA


17· ·Corporation.· They have been around since 1976.· They


18· ·continue to grow by successfully expanding their


19· ·business operations through vertical immigration of both


20· ·its raw material extraction and also production of new


21· ·products.· They're a global company.· They sell to


22· ·companies, other companies around the world, and


23· ·approximately 152 countries and growing.


24· · · · · · · · · ·Their most recent expansion, which this


25· ·EDAP request is for, is for a new -- bare with me.· I'm
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·1· ·not familiar with these terms -- 700 kiloton per annum


·2· ·or 1.5-billion pounds per year of monoethylene glycol


·3· ·plant in Westlake, Louisiana, which is in Calcasieu


·4· ·Parish.· The new plant will be fully integrated with our


·5· ·next EDAP request for the newly-formed joint venture of


·6· ·LACC, LLC, which that is proposing a 1,000 kiloton per


·7· ·annum or 2.2-billion pounds per year ethenol cracker.


·8· · · · · · · · · ·The proposed monoethylene glycol plant


·9· ·or MEG has the capacity to produce products to be


10· ·distributed to customers throughout primarily US, Europe


11· ·and Asia, and once it's completed and fully operational,


12· ·this will be the largest MEG plant of the kind in the


13· ·US.


14· · · · · · · · · ·As I said, the EDAP request is for


15· ·$1,470,000.· We will be assisting with infrastructure


16· ·and improvements.· Primarily we're looking at road


17· ·upgrades and associated activities with the


18· ·infrastructure.


19· · · · · · · · · ·Lotte Chemical will provide the state


20· ·with either a first position mortgage or equivalent


21· ·because it is an unsponsored, so it's all owned by


22· ·private property.· The total project is approximately


23· ·$1.1-billion.· It would be the infrastructure


24· ·improvement of 1.47-billion.· It is .14 percent of the


25· ·overall project budget.· The rest of it will be financed
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·1· ·primarily through the company itself.


·2· · · · · · · · · ·Job performance goals that the company


·3· ·has agreed to is to create and maintain 80 new jobs at


·4· ·an annual payroll of 8.1-million to be reached by 2022.


·5· ·And just for comparison purposes, Calcasieu Parish's


·6· ·unemployment rate in July 2016 is 5.5 percent as


·7· ·compared to the state rate of 6.9 percent for the same


·8· ·time period, and the per capita income of Calcasieu


·9· ·Parish in 2014 was just over $40,000 compared to the


10· ·state per capita of $42,000.


11· · · · · · · · · ·Staff recommends approval of this


12· ·project as an unsponsored EDAP payroll credit award with


13· ·our basic contingencies that we normally have.· The


14· ·company has agreed to create those 80 jobs and maintain


15· ·them through the life of the EDAP project with the


16· ·associated payroll of 8.1-million through 2022.


17· ·Additionally, the total capital investment by Lotte


18· ·Chemical and the Westlake facility will be invested by


19· ·the company at a rate of 1.1-billion to be hit by May


20· ·1st, 2018.


21· · · · · · · · · ·And with that, I'm going to turn it over


22· ·to Mr. Rock and Mr. Broderick as they have a little bit


23· ·more information about the company and give you a little


24· ·bit more detail about the activities that are taking


25· ·place in Westlake.
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·1· · · · · · · ·MR. ROCK:


·2· · · · · · · · · ·Thanks, Steven.


·3· · · · · · · · · ·I'm Jim Rock.· I'm the executive


·4· ·director of the site for Lotte Chemical, USA, which has


·5· ·ownership of both LACC and LCLA.· They own 100 percent


·6· ·of LCLA, which is Lotte Chemical of Louisiana, and they


·7· ·own 90 percent of LACC, which is located at Axiall


·8· ·Corporation.· And the investment for LACC is a


·9· ·1.9-billion.· For LCLA, it's 1.1-billion for a total of


10· ·$3-billion.


11· · · · · · · · · ·And one thing I'll start out by saying,


12· ·I've heard it pronounced Lotte, Lotte, and Lotte, and


13· ·it's actually Lotte.


14· · · · · · · ·MS. MITCHELL:


15· · · · · · · · · ·Thanks for that correction.· That was


16· ·going to be my question.


17· · · · · · · ·MR. ROCK:


18· · · · · · · · · ·They're headquartered in South Korea.


19· ·It's a very large corporation, very integrated


20· ·corporation that has a lot of retail products of


21· ·beverages, foods, hotels, hotels in New York City and


22· ·around the world.· They've got total of 200,000


23· ·employees worldwide, including about 70,000 in Korea and


24· ·South Korea, and elsewhere in the world.· The investment


25· ·represents not only the largest MEG plant in the US, by
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·1· ·far the largest investment that Lotte has.· Prior to


·2· ·this investment, we had about a 303-employee facility


·3· ·just outside of Hyundai manufacturing plant in Southeast


·4· ·Alabama, so this is a big investment for Lotte, a big


·5· ·investment for -- a foreign investment for the State of


·6· ·Louisiana and we're glad to pick Louisiana because of


·7· ·the workforce, because of the -- deepwater ports, also


·8· ·the Lake Charles plant and also the integration with the


·9· ·what used to be BP industries and it became Axiall and a


10· ·couple weeks ago became part of the Westlake Chemical.


11· · · · · · · ·MR. ROY:


12· · · · · · · · · ·Any questions or comments?


13· · · · · · · ·MS. MITCHELL:


14· · · · · · · · · ·Mandi Mitchell, Assistant Secretary.


15· ·Thank y'all for being here today.


16· · · · · · · · · ·I was just looking through your


17· ·presentation and wanted to emphasize the economic impact


18· ·of the project being 66.7-million and an estimated local


19· ·tax revenue of 215-million over the 10-year period.· Did


20· ·you want to elaborate on that?


21· · · · · · · ·MR. ROCK:


22· · · · · · · · · ·Well, our total improvement for the two


23· ·sites is going to exceed about 215 or so.· We've also,


24· ·right now, the Lotte offices are in Houston, Texas.


25· ·That's because CB&I was already in contract for a
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·1· ·project and then contemplated moving the USA


·2· ·headquarters into Louisiana to Westlake.· If that comes


·3· ·comes to fruition, that's going to bring, as you can


·4· ·imagine, high-salary jobs.· There will be a lot of state


·5· ·income tax abatement and a lot of purchases if somebody


·6· ·moves, they're buying houses; they're buying groceries;


·7· ·they're buying gas; they're going out to eat at


·8· ·restaurants.· There's a lot of other investments going


·9· ·into Calcasieu Parish, as I'm sure you're aware of, so


10· ·it's going to be a tremendous benefit for the parish as


11· ·well as the state.


12· · · · · · · ·MS. THAM:


13· · · · · · · · · ·Can I ask quickly what the number of


14· ·people at the headquarters currently is?


15· · · · · · · ·MR. ROCK:


16· · · · · · · · · ·We're anticipating that it's going to


17· ·add about 25 jobs, president, financial, HR.


18· · · · · · · ·MS. THAM:


19· · · · · · · · · ·All high salary?


20· · · · · · · ·MR. ROCK:


21· · · · · · · · · ·Right.


22· · · · · · · ·MR. ROY:


23· · · · · · · · · ·Yes, sir.


24· · · · · · · ·MR. BRODERICK:


25· · · · · · · · · · My name is Jesse.· I just want to add
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·1· ·to your comment that the state revenue of 66.7, I mean,


·2· ·that's mostly made up of the sales tax and the benefits


·3· ·the state will get from the indirect jobs that come.


·4· ·What's not included is the anticipated income tax


·5· ·revenue.· Now, you could anticipate there could be over


·6· ·300-million in additional income tax that the State of


·7· ·Louisiana will get over the next 10 years as a result of


·8· ·this project.


·9· · · · · · · ·MR. ROY:


10· · · · · · · · · ·I'm sorry.· I missed your title and


11· ·name.


12· · · · · · · ·MR. BRODERICK:


13· · · · · · · · · ·Jesse Broderick.· I'm managing partner


14· ·of SumIT Credit.


15· · · · · · · ·MR. ROY:


16· · · · · · · · · ·Thank you.


17· · · · · · · · · ·Any other questions or comments?


18· · · · · · · ·MR. CAMPBELL:


19· · · · · · · · · ·I just want to ask, what motivated you


20· ·to look at purchasing this particular project?


21· · · · · · · ·MR. ROCK:


22· · · · · · · · · ·Well, this project is important for


23· ·Lotte because they wanted to take advantage of the


24· ·low-priced ethane, which was a stateside ethylene


25· ·cracker.· Other parts of the world, ethane is either
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·1· ·very expensive or nonexistent and does not fit the other


·2· ·feedstock, so being able to take advantage of the low


·3· ·cost of ethane was a very important factor into this


·4· ·area.· And, also, building a plant, the smaller you


·5· ·build a plant, the less economy of scale have, so they


·6· ·wanted to build a full-scale facility, and they had


·7· ·demand for about 1-billion pounds a year to meet their


·8· ·MEG requirements.· And Axiall, who uses approximately


·9· ·about a billion pounds a year for their Westlake


10· ·facility, and so in their existing Westlake facility,


11· ·they produced, according to cost of just the basic


12· ·products, to sell most of the cost, about 65 percent of


13· ·chlorine will be used in derivative products, and those


14· ·derivative products all contain a carbon molecule and


15· ·the ethane and carbon molecule in the plant.· So they


16· ·produce perchloroethylene, trichloroethylene, methyl


17· ·chloroform, EDC is ethylene dichloride and dichloride,


18· ·which goes to the EBC, which, you know, is housing and


19· ·that sort of...


20· · · · · · · ·MR. CAMPBELL:


21· · · · · · · · · ·Got you.


22· · · · · · · ·MR. ROCK:


23· · · · · · · · · ·So we looked for a partner that needed


24· ·about the equivalent amount of ethylene.


25· · · · · · · ·MR. ROY:
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·1· · · · · · · · · ·Good match and a great place to do


·2· ·business.


·3· · · · · · · ·MR. CAMPBELL:


·4· · · · · · · · · ·Got you.


·5· · · · · · · ·MR. ROY:


·6· · · · · · · · · ·Anyone else?


·7· · · · · · · ·(No response.)


·8· · · · · · · ·MR. ROY:


·9· · · · · · · · · ·Hearing none, I'll entertain a motion.


10· · · · · · · ·MS. MITCHELL:


11· · · · · · · · · ·Move to approve the unsponsored EDAP for


12· ·Lotte Chemical at 1.47-million.


13· · · · · · · ·MS. THAM:


14· · · · · · · · · ·Second.


15· · · · · · · ·MR. ROY:


16· · · · · · · · · ·Motion and a second.


17· · · · · · · · · ·Any other discussion?


18· · · · · · · ·(No response.)


19· · · · · · · ·MR. ROY:


20· · · · · · · · · ·Hearing none, all in favor, "aye."


21· · · · · · · ·(Several members respond "aye.")


22· · · · · · · ·MR. ROY:


23· · · · · · · · · ·All opposed, "nay."


24· · · · · · · ·(No response.)


25· · · · · · · ·MR. ROY:
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·1· · · · · · · · · ·Any comments from the public?


·2· · · · · · · ·(No response.)


·3· · · · · · · ·MR. ROY:


·4· · · · · · · · · ·Hearing none, it's approved.


·5· ·Congratulations.· Please keep us posted on your success.


·6· · · · · · · ·MR. ROCK:


·7· · · · · · · · · ·Thank you.


·8· · · · · · · ·MR. ROY:


·9· · · · · · · · · ·Next order of business is LACC, LLC, US,


10· ·and that's the Axiall Corporation.· They related a


11· ·project?


12· · · · · · · ·MR. BAHAM:


13· · · · · · · · · ·With me again is Mr. Jim Rock and Jesse


14· ·Broderick representing LACC here for this project.


15· · · · · · · · · ·As Mr. Rock pretty much summed up the


16· ·relationship between the two companies in his


17· ·presentation just a minute ago, I'll go ahead and quick


18· ·you a quick rundown.


19· · · · · · · · · ·As he said, Lotte Chemical is building a


20· ·new facility, which we just approved to assist in the


21· ·infrastructure improvements at the Westlake location


22· ·next door to Axiall Corporation.


23· · · · · · · · · ·Just to give you a brief history, Axiall


24· ·Corporation has been operating in Southwest Louisiana


25· ·for many decades, I believe over 70 years now, and
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·1· ·they're a global provider of chemicals and building


·2· ·products.· They mainly utilize natural resources in its


·3· ·essential ingredients, like chlorine, caustic soda,


·4· ·needed to create products such as minor building


·5· ·materials, siding, windows, doors, trims, pipefitting,


·6· ·et cetera.


·7· · · · · · · · · ·For Axiall Corporation, this joint


·8· ·venture plant represents continued investment into the


·9· ·State of Louisiana and the people of Calcasieu Parish.


10· ·This new plant, which is a joint venture between Lotte


11· ·and Axiall, will be, once created, it's a newly-created


12· ·ethenyl cracker, will be able to produce approximately


13· ·1-million metric tons of ethylene a year.· Also, for


14· ·Lotte, not only is this representing an expansion of


15· ·their operations here in the US, but it marks the first


16· ·Korean-based petrochemical company to locate here than


17· ·anywhere in the United States.


18· · · · · · · · · ·This particular EDAP request is for


19· ·700,000, which will also go towards improvements to the


20· ·infrastructure or additions to privately-held


21· ·infrastructure, like rooms and all of the associated


22· ·pieces that go with that.


23· · · · · · · · · ·The total project for this is


24· ·$1.9-billion of which the 700,000 represents just .04


25· ·percent of the overall cost of the project.· Similar
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·1· ·documents and payroll commitments made for this


·2· ·particular plant.· Axiall has agreed to retain 1,600


·3· ·jobs with an approximate annual payroll of $86-million


·4· ·at an increase of two percent per year through 2022.


·5· ·And, also, LACC, which is the new joint venture, has


·6· ·agreed to create and retain 135 new jobs throughout the


·7· ·life of the EDAP at an annual payroll of 11.5-million by


·8· ·2022.


·9· · · · · · · · · ·Just to reiterate, the previous project


10· ·and this protect, while they're related and while Lotte


11· ·Chemical does own 90 percent of this joint venture,


12· ·they're two separate entities.· The 80 jobs from the


13· ·previous EDAP will be separate.· They are totally


14· ·separate from the 135 jobs and payroll for this plant,


15· ·so they will be reported and that's why they're being


16· ·presented as two separate projects because they are


17· ·legally two separate entities and all of the jobs and


18· ·investment will be completely separate.


19· · · · · · · · · ·Staff would recommend -- recommends


20· ·approval of this protect as an unsponsored EDAP and


21· ·payroll award.· Axiall has, as I said, agreed to retain


22· ·1,600 jobs with an estimated payroll of 66-million to be


23· ·increased by two percent annually, and LACC will create


24· ·135 new jobs with an estimated payroll of 11 and half


25· ·million by 2022.· We have all of our standard
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·1· ·contingencies, which I might add the additional


·2· ·investment by LACC will be at least 1.9-billion by May


·3· ·1st, of 2018.


·4· · · · · · · · · ·And I'm going to pass it over to


·5· ·Mr. Rock and Mr. Broderick for any additional


·6· ·information I may have missed or skimmed over and answer


·7· ·any questions you have.


·8· · · · · · · ·MR. ROY:


·9· · · · · · · · · ·Before you begin, just for the record,


10· ·Mr. Andre is recusing himself from this matter as well.


11· · · · · · · · · ·You may proceed.· Thank you.


12· · · · · · · ·MR. ROCK:


13· · · · · · · · · ·This project, the LACC part is important


14· ·because you can't make MEG without the E, so that's why


15· ·it's titled that project.


16· · · · · · · · · ·The Axiall portion is going to supply


17· ·their ethylene need for their Lake Charles or Westlake


18· ·facilities of both the North and South plant, and


19· ·currently -- that plant started up in 1947, so it's got


20· ·over 70 years of operations since that time.· In the


21· ·early 1960s, when the plant expanded and started to


22· ·produce for the -- in like with those projects and so


23· ·they started purchasing ethylene at that time.· So right


24· ·now, the plant is, historically since the '60s, have


25· ·bought ethylene from a variety of producers in Southeast



http://www.torresreporting.com/





Page 21
·1· ·Texas and around Louisiana getting their own


·2· ·producer-based economics.· Ethylene is going to help


·3· ·ensure the actual plant can operate another 70 years.


·4· ·It's very competitive.· That's why it's important.


·5· · · · · · · ·MR. ROY:


·6· · · · · · · · · ·Would you like to add anything to that


·7· ·before we have questions?


·8· · · · · · · ·MR. BRODERICK:


·9· · · · · · · · · ·No.· At this time, I'm just going to


10· ·help answer any questions.


11· · · · · · · ·MR. ROY:


12· · · · · · · · · ·Questions or comments?


13· · · · · · · ·MS. THAM:


14· · · · · · · · · ·It appears that there's plenty of demand


15· ·for this project; right, just in the companies here that


16· ·even building such a big facility, it's not going to


17· ·surpass the demand, is it?


18· · · · · · · ·MR. ROCK:


19· · · · · · · · · ·No, certainly not.· There will be no


20· ·other -- no other ethylene plants will be shutting down


21· ·as a result of this.


22· · · · · · · ·MR. BRODERICK:


23· · · · · · · · · ·I guess I could point out if you have


24· ·your presentation in front of you, if you looked at the


25· ·map, you can see that these two facilities will
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·1· ·literally be right next to each other.· They are


·2· ·altogether.


·3· · · · · · · · · ·Page 3 of the slide presentation of the


·4· ·project.


·5· · · · · · · ·MR. CAMPBELL:


·6· · · · · · · · · ·I just have a question real quick.  I


·7· ·was kind of noticing the financial showing that the


·8· ·revenues were decreasing for actual.· What was the main


·9· ·reason for that piece?


10· · · · · · · ·MR. BRODERICK:


11· · · · · · · · · ·I think over in 2013, '14 and '15, like


12· ·it went from -- if I'm looking at this correctly.


13· · · · · · · ·MR. CAMPBELL:


14· · · · · · · · · ·Looks like it dropped from 3,700,000 to


15· ·3,300,000.


16· · · · · · · ·MR. BRODERICK:


17· · · · · · · · · ·Are you looking at the prior year


18· ·financials?


19· · · · · · · ·MR. CAMPBELL:


20· · · · · · · · · ·Yes, yes.· The credit memo.


21· · · · · · · ·MR. ROCK:


22· · · · · · · · · ·This is for Lotte Chemical or is this


23· ·for Axiall?


24· · · · · · · ·MR. CAMPBELL:


25· · · · · · · · · ·Axiall, right.
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·1· · · · · · · ·MR. BAHAM:


·2· · · · · · · · · ·What page is that on, Mr. Campbell?


·3· · · · · · · ·MR. CAMPBELL:


·4· · · · · · · · · ·It's on Page, I think, 133 under the


·5· ·Financial Analysis section.


·6· · · · · · · ·MS. THAM:


·7· · · · · · · · · ·There's a Comparative Financial


·8· ·Statement on 174, too, that shows the three years.


·9· · · · · · · ·MR. ROCK:


10· · · · · · · · · ·You're talking about Reduced Revenue for


11· ·Axiall Corporation?


12· · · · · · · ·MS. THAM:


13· · · · · · · · · ·Right.· The sales went down


14· ·significantly.


15· · · · · · · ·MR. ROCK:


16· · · · · · · · · ·Yeah.· I mentioned earlier their base


17· ·products are chlorine and caustic soda and they used


18· ·very little of the caustic in their production and sell


19· ·most of that.· A lot of cost that goes into the alumina


20· ·industry, and whether they -- they sell, they market


21· ·maybe 35 percent of the chlorine and use the other 65


22· ·percent in their derivatives products, but they sell


23· ·90-something -- over 90 percent of the caustic.· So the


24· ·caustic price is like a sign, it goes up and down, up


25· ·and down according to demand, and a lot of that, they
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·1· ·export all of that caustic to South America and the


·2· ·other countries where there's large alumina plants and


·3· ·the alumina industry has taken a hit, you might be aware


·4· ·of here.· Domestically, as well as a lot of the alumina


·5· ·industry is down, a lot of those plants are shut down,


·6· ·so the price of caustic, which varies tremendously, has


·7· ·a gigantic impact on revenue.


·8· · · · · · · ·MS. MITCHELL:


·9· · · · · · · · · ·If I may, just to piggyback on what the


10· ·gentlemen just mentioned about the alumina industry,


11· ·just because I'm directly involved with efforts of one


12· ·of our aluminum plants in the state here to try and help


13· ·retain those jobs, they have taken a significant hit


14· ·because of unfair practices of China basically dumping


15· ·alumina into our industry, into the market and driving


16· ·those prices down and putting pressure on the alumina


17· ·plants that we do have in the US.· And so I can speak to


18· ·that directly because I'm involved with an effort to try


19· ·to raise awareness of this issue amongst or members of


20· ·congress because we have one plant here in Louisiana


21· ·with almost 400 jobs that we're trying to help retain.


22· · · · · · · ·MR. CAMPBELL:


23· · · · · · · · · ·The reason I ask the question, and I


24· ·just want to make sure, the impact of the profitability


25· ·the company.
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·1· · · · · · · ·MR. ROCK:


·2· · · · · · · · · ·This project is going to help because,


·3· ·like I mentioned, the price of caustic goes up and down


·4· ·and so it's very atypical for the nature of it, and


·5· ·Axiall is one of the few companies that is not packing


·6· ·and making their own ethylene.· So this is going to help


·7· ·us be competitive with other --


·8· · · · · · · ·MS. THAM:


·9· · · · · · · · · ·So if they're primarily chlorine and is


10· ·this a major diversification for this?


11· · · · · · · ·MR. ROCK:


12· · · · · · · · · ·Well, it's a diversification that


13· ·started in the early '60s, so it's been around for a


14· ·while, and that's where a lot of most of the chlorine


15· ·and chlorinated-derivative products, you know, vinyl,


16· ·all kind of products that's used in your home, the


17· ·vehicle, PVC, of course, and all kinds of house building


18· ·and industrial building materials.· That's kind of where


19· ·the growth of the chlorine market has been for a couple


20· ·of decades.


21· · · · · · · ·MR. ROY:


22· · · · · · · · · ·What percentage of the world's ethylene


23· ·will this plant produce once it's up and running as the


24· ·largest ethylene plant in the world?


25· · · · · · · ·MR. ROCK:
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·1· · · · · · · · · ·Well, it's the largest -- I think we


·2· ·said the largest MEG plant that was built in the United


·3· ·States.· So there are ethylene plants larger than the


·4· ·one we're building.· Actually one right across the


·5· ·interstate.· Sasol is building one that's larger than


·6· ·this right now, but percentage-wise, I don't know.


·7· · · · · · · ·MR. ROY:


·8· · · · · · · · · ·It's the largest what?


·9· · · · · · · ·MR. ROCK:


10· · · · · · · · · ·MEG plant.


11· · · · · · · ·MR. ROY:


12· · · · · · · · · ·Plant in the US.


13· · · · · · · · · ·How many MEG plants are in the US?


14· · · · · · · ·MR. ROCK:


15· · · · · · · · · ·I don't know how many.


16· · · · · · · ·MR. ROY:


17· · · · · · · · · ·Any other questions or comments?


18· · · · · · · ·(No response.)


19· · · · · · · ·MR. ROY:


20· · · · · · · · · ·Comments from the public?


21· · · · · · · ·(No response.)


22· · · · · · · ·MR. ROY:


23· · · · · · · · · ·Hearing none, I'll entertain a motion


24· ·from the board.


25· · · · · · · ·MS. MITCHELL:
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·1· · · · · · · · · ·Move to approve the $700,000 unsponsored


·2· ·EDAP for the LACC and Axiall joint venture project.


·3· · · · · · · ·MR. CAMPBELL:


·4· · · · · · · · · ·And I second that.


·5· · · · · · · ·MR. ROY:


·6· · · · · · · · · ·Motion and second.


·7· · · · · · · · · ·Any other discussion?


·8· · · · · · · ·(No response.)


·9· · · · · · · ·MR. ROY:


10· · · · · · · · · ·Hearing none, all in favor, "aye."


11· · · · · · · ·(Several members respond "aye.")


12· · · · · · · ·MR. ROY:


13· · · · · · · · · ·All opposed, "nay."


14· · · · · · · ·(No response.)


15· · · · · · · ·MR. ROY:


16· · · · · · · · · ·Without objection.· Congratulations.


17· ·Again, please keep us posted.


18· · · · · · · ·MR. ROCK:


19· · · · · · · · · ·Thank you.


20· · · · · · · ·MR. BRODERICK:


21· · · · · · · · · ·Thank you.


22· · · · · · · ·MR. ROY:


23· · · · · · · · · ·Next order of business is one of the


24· ·SSBCI program, Acadian Cypress & Hardwood, American Bank


25· ·and Trust.· Mr. Pennington.
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·1· · · · · · · ·MR. PENNINGTON:


·2· · · · · · · · · ·Good morning.


·3· · · · · · · ·MR. ROY:


·4· · · · · · · · · ·Good morning.


·5· · · · · · · · · ·Good morning, gentlemen.


·6· · · · · · · ·MR. PENNINGTON:


·7· · · · · · · · · ·This is Mr. Frank Vallot.· He's the


·8· ·owner of Acadian Cypress, and Stan is - Mr. Stan from


·9· ·American Bank and Trust.


10· · · · · · · · · ·I'm excited about this project this


11· ·morning.· This is a great Louisiana company and a brand


12· ·new bank; hadn't used our program.· Excited to be


13· ·working with them as well as American Bank and Trust.


14· ·Glad to have them at the table.


15· · · · · · · · · ·Basically what Acadian Cypress does is


16· ·they manufacture lumber, plywood, siding, shingles


17· ·flooring, fencing, basically wood products essentially.


18· ·Cypress Hardwoods and the loan they're looking at today


19· ·is for $1.5-million, of which $250,000 will be carved


20· ·out as eligible as a refinance.· By rules, we're not


21· ·allowed to guaranty that, so that would reduce the


22· ·amount of the loan that we can guaranty down to


23· ·$1.4-million, of which we'll have a $930,000 guaranty on


24· ·that.


25· · · · · · · · · ·The purpose of this loan is mostly for
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·1· ·inventory, to purchase new rolling stock for the


·2· ·company, and for working capital.· The collateral is


·3· ·going to be the new rolling stock purchase, properties


·4· ·that is owned by Mr. Frank, and the collateral more than


·5· ·meets the one-to-one requirements.


·6· · · · · · · · · ·Now, I have a handout I passed out up


·7· ·there I think I gave everyone.· There's some appraisals


·8· ·that came in afterwards, after I sent out the package,


·9· ·and I just want to make sure that everyone got one, and


10· ·it more than meets the one-to-one requirement of the


11· ·collateral.


12· · · · · · · · · ·This loan is going to result in the


13· ·creation of five new jobs and the retention of 61 new


14· ·jobs.· And one other thing I want to mention is we got


15· ·we got this loan package before the flood happened, and


16· ·they were having an uptick in the hardwood and cypress


17· ·business before the flood happened.· I'm sure Mr. Frank


18· ·can talk to that.· They're definitely going to have a


19· ·great bit of demand in the Baton Rouge area for these


20· ·type of products.· And I, for one, am happy that a


21· ·Louisiana Company is going to be supplying the needed


22· ·materials to rebuild basically Baton Rouge and the


23· ·state, and with that, I'll hand it over to Mr. Frank to


24· ·talk about his business and how he's looking to expand


25· ·and what he's got on the plan.
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·1· · · · · · · ·MR. VALLOT:


·2· · · · · · · · · ·Good morning.· Thank you, Chairman Roy,


·3· ·Assistant Secretary Mitchell and the LEDC Board for the


·4· ·opportunity to be here today.


·5· · · · · · · · · ·I made notes because after being in


·6· ·business 30 years and starting, I can ramble, so I know


·7· ·that I have to cram it into, let's say, less than seven


·8· ·minutes, so it's not that I'm reading from script.· It's


·9· ·so I don't veer.


10· · · · · · · · · ·I'd like to also thank Stan Dameron,


11· ·President of American Bank, and Pascal Dean, who's with


12· ·American Bank.· He's the Vice President.· And I'd like


13· ·to introduce Willie Bartel is our CFO, and Rick


14· ·Cangelosi, Vice President of Operations.· We're the


15· ·think tank for Acadian Cypress today.


16· · · · · · · · · ·Until yesterday at about 6 o'clock, I


17· ·knew exactly what I was going to say and then I started


18· ·trying to cram it through the blender and so it's


19· ·interesting, I started this business and it's almost


20· ·like a business fairytale.· This Cajun guy goes to


21· ·college at USL, which, for those that are younger, it's


22· ·Lafayette.· It used to be called.


23· · · · · · · ·MS. MITCHELL:


24· · · · · · · · · ·I'm from Lafayette, so you just scored


25· ·some points, and you called it USL.
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·1· · · · · · · ·MR. VALLOT:


·2· · · · · · · · · ·Yeah.· Well, if I'm here long enough,


·3· ·I'll probably just drop in occasion I was born and


·4· ·raised in New Iberia and it really comes out in me every


·5· ·once in a while.· Don't...


·6· · · · · · · ·Okay.· So I fell for this girl and followed


·7· ·her to Ponchatoula, and while I was there in


·8· ·Ponchatoula, that's where the real story begins.  I


·9· ·started Acadian Cypress in 1986 in my back yard.· Today,


10· ·we're 30 years strong.· We're approaching, during this


11· ·next five-year projection, a billion dollars in gross


12· ·sales revenue.· We have a customer base of 1,900, which


13· ·is industry specific and reoccurring accounts.· They are


14· ·cabinet makers, contractors, developers, antique


15· ·renovations and replications, retail, custom home


16· ·builders and people that want something special in their


17· ·home, and lumber yards.· We sell a lot of products to


18· ·other lumber yards as items that compliment the packages


19· ·they put together.· Not one customer accounts one or two


20· ·percent of our gross sales, so we're not dependent on


21· ·their volatility.· We have -- that's our ability to


22· ·maintain and survive and thrive through the ups and


23· ·downs over the last 30 years.


24· · · · · · · · · ·We have 61 full-time employes.· Combined


25· ·total years of experience is 458, which is average of
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·1· ·seven and a half per tenure, so we have a good retention


·2· ·rate.· The average income of all of the those employees


·3· ·is over $40,000, and we are adding five new jobs as a


·4· ·guaranty, but our projection is 10 to 12 positions.


·5· · · · · · · · · ·We have over 300 years experience within


·6· ·the sales nucleus.· We have a specific sales staff that


·7· ·is trained and not only educated, but we have continued


·8· ·to develop them.· And specifically what Acadian does in


·9· ·Ponchatoula, Louisiana for Louisiana.


10· · · · · · · · · ·We have domestic and imported vendors.


11· ·We bring products in from all over the world, and we


12· ·have proprietary manufacturing agreements with countries


13· ·or manufacturers in countries such as China that bring a


14· ·product in that fits Louisiana's need.· And it is


15· ·different, you know.· It's, if you look at the box


16· ·stores, even their product line has changed from area to


17· ·area.· Walmarts and all of those, you can see Cajun


18· ·paddles; however, you won't see them in Montana.· So we


19· ·have specific needs for the people and the builders


20· ·here.


21· · · · · · · · · ·We have our own in-house CAD-based


22· ·molding manufacturing system where we can duplicate a


23· ·molding if it's brought to us.· We also have


24· ·documented -- we have over 2,000 profiles in-house, and


25· ·we're able to pull from that 2,000-plus for as the
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·1· ·manufacturer is needed.· What that does is allows us to


·2· ·replicate molding if we're putting in a bid and we're


·3· ·going to produce something to repair the State Capitol


·4· ·and they need to match a molding.· If they're going to


·5· ·build and produce a cabinet or a table in a new building


·6· ·such as this, we have the specifications and ability to


·7· ·provide all of the products you're looking at that are


·8· ·wood related.


·9· · · · · · · · · ·And most importantly, the home builders


10· ·and the contractors that come to see us, especially now


11· ·with the recent storm and the flood that we've all


12· ·experienced in South Louisiana, the ability to help


13· ·them, give them identity and a special product that is


14· ·cost effective and it gives them a value-added product


15· ·and improves their worth when they're building their own


16· ·home.


17· · · · · · · · · ·The use of the funds will be primarily


18· ·and specifically for the increase of inventory to raise


19· ·the stock levels to approach the business that we know


20· ·we have out there before us.· It did not take into


21· ·consideration the impact of the flood.· That is


22· ·something that was separate and distinct, and I did not


23· ·include it in these growth papers.


24· · · · · · · · · ·We will take advantage of certain new


25· ·markets, but most of what we do is what we've been doing
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·1· ·with the most efficient and most net profit at the end


·2· ·of the day.· I'll come right up there and say that the


·3· ·business goes up and down and it's not what it was four


·4· ·years ago, but Acadian has been more profitable.· We


·5· ·reached people early on, and we have -- our entire fleet


·6· ·is paid for.· All of our manufacturing equipment is set


·7· ·to run for another 20 years.· It has a long lifespan and


·8· ·it's well managed.· And the ability to increase


·9· ·manufacturing by 100 percent without another increase in


10· ·the manufacturing machinery and everything that


11· ·complicated, so that's 100 percent increase available.


12· · · · · · · · · ·The flood impact.· The projections did


13· ·not include that you looked at.· Nineteen percent of our


14· ·customer base is in the same flood zone, and we've


15· ·already received advance orders.· We helped some that


16· ·are flooded.· We helped them recover some of their


17· ·products, and that was -- that took on water and helped


18· ·them salvage.· And we've supported them just like we did


19· ·through any of the other events that we've experienced


20· ·over the last 30 years.· This is the latest and


21· ·greatest, but it's huge.


22· · · · · · · · · ·We plan on being there, and our


23· ·employees are Louisianans; they plan on manufacturing


24· ·and providing products and more of them to these people,


25· ·and it can be a benefit not only for the new employees
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·1· ·that we're putting on staff, but to the future customers


·2· ·that are in this area.


·3· · · · · · · · · ·The jobs that we're putting on are not


·4· ·short-term jobs.· They're long-term jobs.· We plan on


·5· ·growing and exceeding those numbers.· It's not going to


·6· ·end when the rebuilding stops.· That's why this wasn't


·7· ·included.


·8· · · · · · · · · ·At this point, if you have any


·9· ·questions, I sure would invite them.


10· · · · · · · ·MS. THAM:


11· · · · · · · · · ·I'd like to ask, have you made any


12· ·plans -- well, first of all, what I'm hearing from


13· ·people who flooded is, "I'm only putting cypress back in


14· ·my house," and, you know, there are no cabinets


15· ·available.· So obviously you guys are going to try to


16· ·make use of that 100 percent increase in manufacturing.


17· ·Have you made plans for what you're going to do after


18· ·and it contracts back down, I mean, as far as how you're


19· ·going to gear up that fast and slow back down?· Is that


20· ·a concern?


21· · · · · · · ·MR. VALLOT:


22· · · · · · · · · ·The proprietary manufacturing agreements


23· ·we have with some of the domestic plywood manufacturers


24· ·there's a railcar coming down right now that is going to


25· ·target the products that these people are using.· The
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·1· ·big difference between -- let's use Katrina as an


·2· ·example.· People rebuilt and they bought cabinets and


·3· ·they put them in and they looked pretty and substantial


·4· ·and they spent a lot of money on them.· Then when this


·5· ·flood comes that no one anticipated, these cabinets fall


·6· ·apart because the composition of this board is not the


·7· ·plywood.· It's not a veneer or plywood.· It doesn't even


·8· ·have moisture resistance.· It's a particle board or


·9· ·medium-density fiber board, things that cannot handle


10· ·the moisture.· And specifically use -- they have a great


11· ·lifespan and they have a fantastic purpose and they're


12· ·cost effective and they look good, they're durable, but


13· ·they're not water resistant in any shape or form.


14· · · · · · · · · ·Two of the customers that brought solid


15· ·wood cabinets pulled their cabinets after the storm and


16· ·they took the cabinets out and set them outside, put


17· ·them on tables and they said they love their cabinets


18· ·more than anything they could replace and they're


19· ·putting those cabinets back.· Now, the granite tops


20· ·broke and they had to take them out and put in new


21· ·granite tops back in.· All of the people are rebuilding


22· ·that with that in mind.· The line of customers, that's


23· ·why I why I was telling you 19 percent, a lot of those


24· ·people call and say, "I need this veneer for Birch."· "I


25· ·need this veneer for oak," and "I need the lumber to go
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·1· ·with it."· We manufacture the molding products to go


·2· ·with species, so if you're building a set of oak


·3· ·cabinets -- and I just briefly touched on this because I


·4· ·didn't want to ramble, but if you're building a set of


·5· ·oak cabinets and you need oak crown molding and you need


·6· ·oak trim, we manufacture those products.· Those are the


·7· ·jobs vertical integration, which will increase the


·8· ·profit and a direct bottom line net profit.


·9· · · · · · · · · ·So the products that people are


10· ·rebuilding with now are 100 percent different than what


11· ·they did in Katrina because of the knowledge in such a


12· ·short-term of what happened then and what's happening


13· ·now.· They're rebuilding with those products.· Our


14· ·advance orders are going up quite a bit.· That is not


15· ·going to be something that will last forever, but we


16· ·have other grown and we have other areas that we've


17· ·already targeted and we're approaching those as a


18· ·combination.


19· · · · · · · ·MS. THAM:


20· · · · · · · · · ·What percentage of your wood products


21· ·are cypress?· Are you having trouble getting the


22· ·cypress?


23· · · · · · · ·MR. CANGELOSI:


24· · · · · · · · · ·We have three primary suppliers that are


25· ·outside of the State of Louisiana, and we have a small,
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·1· ·less than three-percent, inside the State of Louisiana


·2· ·at this moment.· The ability -- the resource is there,


·3· ·but the ability to acquire it, as there's so much


·4· ·weather out there, that you have to work with that.· So


·5· ·our ability to supply and our gross sales on cypress is


·6· ·never more than 15 percent of our total business, but


·7· ·it's an identifying market because it's indigenous in


·8· ·Louisiana.


·9· · · · · · · ·MR. CAMPBELL:


10· · · · · · · · · ·One question, are these the most current


11· ·balance sheet, back in July, in this loan package?


12· · · · · · · ·MR. PENNINGTON:


13· · · · · · · · · ·Yeah.· I think the one is dated July the


14· ·31st, 2016.


15· · · · · · · ·MR. BAHAM:


16· · · · · · · · · ·That's it.· That's the most current one


17· ·supplied to us, yes.


18· · · · · · · ·MR. CAMPBELL:


19· · · · · · · · · ·What were you looking to -- I was kind


20· ·of looking at liquidity of the company.· What are you


21· ·planning to do to increase the liquidity?


22· · · · · · · ·MR. VALLOT:


23· · · · · · · · · ·Well --


24· · · · · · · ·MR. DAMERON:


25· · · · · · · · · ·That's one of the reasons we're here is
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·1· ·that I've watched Frank over many, many years and he's a


·2· ·constant entrepreneur and his business acumen has


·3· ·matured over the years.· He's had other ventures.· He's


·4· ·narrowed down to what he thinks or what he knows he can


·5· ·do the best, and that's dealing with the hardwoods.· He


·6· ·had some other ventures.· He got into manufacturing and


·7· ·sawmills a little bit, but this is a business that he


·8· ·understands, he knows.· He knows the marketplace; he


·9· ·knows the need.· He's consolidated down there's an


10· ·opportunity that's out there that he saw before the


11· ·flood, but he needed some capital resources, and that's


12· ·why he came to us.· He has another bank he deals with.


13· ·Frankly we're a smaller bank and we're not able to


14· ·handle his needs.· He said, "Would you look at this?"


15· ·And we said, "Sure."· So we're here for -- this is an


16· ·enhancement to the credit.· It doesn't make or break the


17· ·credit.· I think the loan-to-value ratio is we're going


18· ·to have about 3.6-million in collateral and we're


19· ·lending about 2.5, so we feel that we are conservative


20· ·in putting this together.


21· · · · · · · · · ·He's on an eight-year amortization,


22· ·which he'll be able to pay out through sales and


23· ·increase in inventory if not quicker, and this will


24· ·build his financial capacity to go forward.· He does


25· ·have short-term liquidity, and that's whey we're here.


Page 40
·1· · · · · · · ·MR. CAMPBELL:


·2· · · · · · · · · ·I just want to commend you on the


·3· ·management, the profitability of the company.· I just


·4· ·wanted to make sure that, you know, from a management,


·5· ·you're building liquidity over time because I think you


·6· ·very well, you know, with the flood opportunity here, so


·7· ·I just wanted to make sure we comment on that.


·8· · · · · · · ·MR. VALLOT:


·9· · · · · · · · · ·Absolutely.· Thank you.


10· · · · · · · ·MR. ROY:


11· · · · · · · · · ·Any other questions or comments?


12· · · · · · · ·(No response.)


13· · · · · · · ·MR. ROY:


14· · · · · · · · · ·Comments from the public?


15· · · · · · · ·(No response.)


16· · · · · · · ·MR. ROY:


17· · · · · · · · · ·Hearing none, I'll entertain a motion.


18· · · · · · · ·MR. ALDEN:


19· · · · · · · · · ·I'll move for approval.


20· · · · · · · ·MR. ROY:


21· · · · · · · · · ·Motion for approval as presented.


22· · · · · · · ·MS. MITCHELL:


23· · · · · · · · · ·Second.


24· · · · · · · ·MR. VALLOT:


25· · · · · · · · · ·Thank you.
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·1· · · · · · · ·MR. ROY:


·2· · · · · · · · · ·Any other discussion?


·3· · · · · · · ·MR. VALLOT:


·4· · · · · · · · · ·Another USL graduate here.


·5· · · · · · · ·MS. MITCHELL:


·6· · · · · · · · · ·And, Mr. Vallot, my fiancé is from New


·7· ·Iberia, so I really like you.


·8· · · · · · · ·MR. VALLOT:


·9· · · · · · · · · ·My father was born in Acadia and lived


10· ·in Port Sulphur.· He fought in WW2, the "big war" as


11· ·he's always said, and he wouldn't teach us the French


12· ·because of all of that he had gone through and he, you


13· ·know, it's something that he said, "If I had know one


14· ·day how cool it would be to be Cajun, I would have


15· ·taught you."· So thank you very much.· I appreciate it.


16· · · · · · · ·MS. MITCHELL:


17· · · · · · · · · ·Good luck to you.


18· · · · · · · ·MR. ROY:


19· · · · · · · · · ·I have a motion and a second.


20· · · · · · · · · ·All in favor, "aye."


21· · · · · · · ·(Several members respond "aye.")


22· · · · · · · ·MR. ROY:


23· · · · · · · · · ·All opposed, "nay."


24· · · · · · · ·(No response.)


25· · · · · · · ·MR. ROY:


Page 42
·1· · · · · · · · · ·Without objection.· Congratulations.


·2· ·These are the kind of projects we love to see, true home


·3· ·projects helping people in Louisiana, so good luck to


·4· ·you.· Keep us posted on your success.· Thank y'all for


·5· ·coming.


·6· · · · · · · ·MR. PENNINGTON:


·7· · · · · · · · · ·This is Mr. Gerard from Farmer's State


·8· ·Bank, and I have a handout.· I have a handout I passed


·9· ·to everyone with a current balance sheet as of August


10· ·31st if everyone I got that after we sent out the


11· ·package as well, so I want to make sure everyone got it.


12· · · · · · · · · ·Basically what this business is, it's a


13· ·startup business called Hose Source, and I want to


14· ·mention as well, this is a brand new bank for our


15· ·program as well, Farmer's State, and I'm very happy to


16· ·have Mr. Arden here at the table with us presenting a


17· ·new loan.· Hopefully we can have more projects coming


18· ·through as well.


19· · · · · · · · · ·This business is a startup hose


20· ·manufacturer.· They manufacture hoses in the oil and gas


21· ·business and other businesses where we have to have


22· ·hoses.· They manufacture both hydraulic and pneumatic


23· ·hoses.· And the owner, Mr. Credeur, has quite a bit of


24· ·experience in this business.· He started up a business


25· ·in 1994 called All Hose Specialty, and he ran it for
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·1· ·about 10 years and then he sold out to a larger company.


·2· ·And now he has -- went to work another company for a


·3· ·number of years and now he's back starting up a business


·4· ·again.


·5· · · · · · · · · ·The loan that we're looking at today has


·6· ·two components.· It has a million-dollar permanent loan


·7· ·to purchase equipment, and it has $300,000 loan for


·8· ·revolving line of credit backed by receivables, so a


·9· ·total of 1.3-million, and the guaranty amount is 9.75,


10· ·$975,000.


11· · · · · · · · · ·The collateral for the loan is going to


12· ·be the equipment purchase for the permanent loan as well


13· ·as the receivables worth $300,000 with a line of


14· ·revolving line of credit.· The equipment loan should be


15· ·amortized over 10 years with the remainder due in five,


16· ·and the first six months is going to be interest only.


17· ·And this loan is going to result in five new jobs.


18· · · · · · · · · ·Like I said, the business owner has been


19· ·has private experience in this business.· He's already


20· ·put up $200,000 of his own money in the business to


21· ·start it and he has two other business partners that


22· ·will be taking out permanent loans to put in the


23· ·business as well.· So they're putting about $400,000


24· ·plus a little bit into this business to get started on.


25· ·The three owners have all worked in this field for
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·1· ·numerous years.


·2· · · · · · · · · ·Staff recommends that the board approves


·3· ·this loan.· The loan guarantee not to exceed $975,000


·4· ·based on 75 percent of 1.3-million excluding the bank


·5· ·fees or finance costs from Louisiana Small Business


·6· ·Owner Guarantee Program.· LEDC will utilize SSBCI funds


·7· ·for the entirety of the term.· There will be a one


·8· ·percent guaranty fee charged for this loan.· Besides


·9· ·that, it's the standard contingencies that we normally


10· ·would have.


11· · · · · · · · · ·With that, I'll let Mr. Gerard speak


12· ·about the loan.


13· · · · · · · ·MR. LABAT:


14· · · · · · · · · ·Thank you, Christian, for inviting me


15· ·this morning, and I guess the good side of my customer


16· ·not being here is that he's out there drumming up


17· ·business.· All three of them are salesmen first, so


18· ·their company is taking off.· They opened up the branch


19· ·in Houma, and very soon, by the end of the year, they


20· ·will be opening up another location in Broussard.· So


21· ·these gentlemen, like Christian said, have been in the


22· ·business a long time and are very knowledgeable about


23· ·hoses.· In fact, I've got a little bit.· They gave me a


24· ·little, short presentation on how to make hoses under


25· ·pressure and all of this and crimping and all of that
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·1· ·kind of stuff.


·2· · · · · · · · · ·So our bank, we've made SBA loans, USDA


·3· ·RD loans, B&I loans, FSA government guaranty loans.


·4· ·We're just getting into this guaranty program, and I'm


·5· ·very hopeful, like Christian said, that we'll have a


·6· ·long-term relationship.· So far, I've enjoyed working


·7· ·with Christian and learning a little bit about this


·8· ·program, but I'm very confident in this loan.· The main


·9· ·man, Toby Credeur, is putting up real estate for


10· ·collateral, and their inventory is going to turn because


11· ·they have a lot of contacts and a lot of projected sales


12· ·already just getting started, so...


13· · · · · · · ·MR. PENNINGTON:


14· · · · · · · · · ·I wanted to mention that this company


15· ·has only been operating for a couple of months, and if


16· ·you look, they already have revenues of $993,000,


17· ·top-line revenue, and a gross income of $323,000, and


18· ·they started opening business in June, I believe, June


19· ·1st.· So they've already hit the ground running.· Being


20· ·in business for as long as Mr. Credeur has, he has the


21· ·contacts necessary to facilitate this loan.· And it's


22· ·going to result in five new jobs in which isn't a lot of


23· ·jobs, but it's important, you know.· And in small


24· ·businesses, I'm very confident in this one, and I'll


25· ·entertain any questions or any concerns.
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·1· · · · · · · ·MR. ROY:


·2· · · · · · · · · ·Questions or comments?


·3· · · · · · · ·MS. MITCHELL:


·4· · · · · · · · · ·I do have a question.· Just it's


·5· ·remarkable the progress the company has been able to


·6· ·make in a short period of time.· I just want hear from a


·7· ·representative from the bank.· Mr. Labat; is that right?


·8· · · · · · · ·MR. LABAT:


·9· · · · · · · · · ·Labat.· My name does get turned around a


10· ·few ways.


11· · · · · · · ·MS. MITCHELL:


12· · · · · · · · · ·I'm from your neck of the woods.· I know


13· ·how to pronounce it.


14· · · · · · · ·MR. LABAT:


15· · · · · · · · · ·Some people say Gerald, but it's Gerard.


16· · · · · · · · · ·I guess to give you a history of our


17· ·bank, Farmers State Bank, our main headquarter is in


18· ·Church Point, and we're mostly in Acadia area.· We do


19· ·get confused with Farmers and Merchant Bank out of


20· ·Breaux Bridge, so there is a difference there, but your


21· ·question.


22· · · · · · · ·MS. MITCHELL:


23· · · · · · · · · ·I was just going to ask, clearly the


24· ·bank has done its due diligence, but if you could just


25· ·speak to the Hose Source customer base because the
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·1· ·perception is that the oil industry is in a downward


·2· ·spell, and so we just want to make sure that the company


·3· ·will be able to remain viable going forward.· So clearly


·4· ·you've done your due diligence, and if you can kind of


·5· ·speak to that.


·6· · · · · · · ·MR. LABAT:


·7· · · · · · · · · ·Right.· And the company is diverse.· Oil


·8· ·is not the main -- I mean, it's part of it, but they do


·9· ·hoses for agriculture.· In fact, I had a son-in-law


10· ·that's a sugarcane farmer and he buys hoses for his


11· ·tractors all of the time.· The hoses that they provide


12· ·are all different sizes different, different pressures.


13· ·It's very diversified.· So, yeah, the oil field is


14· ·definitely a major component, but the company is very


15· ·spread out what they clearly provide to.


16· · · · · · · · · ·These guys had a business before and


17· ·very successful, like Christian, said, so they have a


18· ·lot of oil customers that will come back to them.· They


19· ·had a noncompete clause moving from the old companies to


20· ·where they are now.· That's all -- legality-wise that's


21· ·all been ironed out, so we feel very confident.· We know


22· ·they're going to be very successful because of their


23· ·history and their track record.


24· · · · · · · ·MS. MITCHELL:


25· · · · · · · · · ·Okay.· Thank you so much, and I didn't
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·1· ·even think about the fact that you're huge down in the


·2· ·Acadia area, so thank so much.


·3· · · · · · · ·MR. CAMPBELL:


·4· · · · · · · · · ·I just have a question.· First I want to


·5· ·commend you for bringing this type of credit to LED.· It


·6· ·kind of shows your ability strike the deals.


·7· · · · · · · · · ·Now, one question is what percentage, do


·8· ·you know, of the revenue is coming from the oil and gas


·9· ·versus the other percentage of the other streams do you


10· ·think?


11· · · · · · · ·MR. LABAT:


12· · · · · · · · · ·I really didn't do those numbers, crunch


13· ·those numbers.· I could find that out for you.


14· · · · · · · ·MR. CAMPBELL:


15· · · · · · · · · ·No, no.· I'm looking at the liquidity


16· ·here.· The standard history of the experience on the


17· ·owners is tremendous.


18· · · · · · · · · ·Now, let me ask you this:· Why did you


19· ·choose LED versus SBA guaranty?· Easier process?


20· · · · · · · ·MR. LABAT:


21· · · · · · · · · ·Well, I was contacted -- I work closely


22· ·with the UL Small Business Development Center in


23· ·Lafayette at the college.


24· · · · · · · ·MR. CAMPBELL:


25· · · · · · · · · ·Is that Heidi Melancon?



http://www.torresreporting.com/





Page 49
·1· · · · · · · ·MR. LABAT:


·2· · · · · · · · · ·Heidi Melancon.


·3· · · · · · · ·MR. CAMPBELL:


·4· · · · · · · · · ·Did she help you with the package?


·5· · · · · · · ·MR. LABAT:


·6· · · · · · · · · ·Yes.· She helped to a degree, but our


·7· ·customer actually put his business plan together.


·8· · · · · · · ·MR. CAMPBELL:


·9· · · · · · · · · ·Wow.


10· · · · · · · ·MR. LABAT:


11· · · · · · · · · ·Because years ago, he felt that with UL,


12· ·with the other company, so he would -- you know, the UL


13· ·business plan is also a learning experience, and we


14· ·don't want them to do the plan for our customer.· We


15· ·want our customer -- it's his plant.· They just assist.


16· ·So our customer, he brought the whole plan.· It was one


17· ·that he put together under the UL Small Business


18· ·Development, and I think that this fellow's very good,


19· ·very intelligent and very knowledgeable.


20· · · · · · · · · ·And, Christian, when you met him --


21· · · · · · · ·MR. PENNINGTON:


22· · · · · · · · · ·Talked to him on the phone.


23· · · · · · · ·MR. LABAT:


24· · · · · · · · · ·On the phone, yeah.


25· · · · · · · · · ·And so, you know, I think that that's
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·1· ·how I came in to knowing this program, where I heard


·2· ·about it, and I started comparing it to SBA and USBA and


·3· ·FSA and all of the other ones.· I said, "This is just


·4· ·another tool in my toolbox that I can have access to."


·5· ·So I started looking at when I get the project, which


·6· ·one fits.· This one seemed to fit the best for this


·7· ·program, and I want to develop that relationship with


·8· ·Christian.· I'm hoping down the road that we can do some


·9· ·more.


10· · · · · · · · · ·So, in fact, we met recently on a


11· ·perspective one in Lafayette just last week, I think it


12· ·was.


13· · · · · · · ·MR. PENNINGTON:


14· · · · · · · · · ·Week before.


15· · · · · · · ·MR. LABAT:


16· · · · · · · · · ·Yeah.· So we do have some more potential


17· ·projects that we can work on.


18· · · · · · · ·MR. CAMPBELL:


19· · · · · · · · · ·Okay.


20· · · · · · · ·MR. PENNINGTON:


21· · · · · · · · · ·I reach out to Farmers State and Mr.


22· ·Gerard, I want to say in March or so when I was doing my


23· ·marketing.· I tried to go out and hit as many banks I


24· ·possibly can and meet with them one-on-one and tell them


25· ·abut our program trying to get the word out there, and
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·1· ·that's how I first met Mr. Gerard.


·2· · · · · · · ·MS. THAM:


·3· · · · · · · · · ·Looking at the financial statement, it's


·4· ·amazing the speed in which y'all have come up to that


·5· ·kind of sales number, and I see you're projecting a net


·6· ·profit for the year of $105,000.· Right now it's


·7· ·negative 80, and I'm assuming that -- you know, as the


·8· ·net profit, and I'm assuming that a lot of that has to


·9· ·do with startup costs and things, but have they taken an


10· ·effort to identify after this August balance sheet, are


11· ·they still projecting a profit; do you know?


12· · · · · · · ·MR. PENNINGTON:


13· · · · · · · · · ·I'm not sure.· I know that


14· ·projections -- you're correct, they were projecting a


15· ·profit, and the reason why they are negative so far is


16· ·startup costs.· I know that's why they're $80,000 as it


17· ·is right now.· That's on a fiscal year basis, so it goes


18· ·from the 6th of 2016 to 6 of 2017, so it's just a


19· ·couple --


20· · · · · · · ·MS. THAM:


21· · · · · · · · · ·About 10 months.


22· · · · · · · ·MR. PENNINGTON:


23· · · · · · · · · ·Exactly, yeah.· So that's -- they


24· ·haven't been operating very long, so that's basically


25· ·what it is, yes, ma'am.
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·1· · · · · · · ·MS. THAM:


·2· · · · · · · · · ·Well, the fact that they have a balance


·3· ·sheet together from 20 days ago means that they're


·4· ·keeping up with it, I believe.


·5· · · · · · · ·MR. PENNINGTON:


·6· · · · · · · · · ·Absolutely, yes, ma'am.


·7· · · · · · · ·MS. THAM:


·8· · · · · · · · · ·That analyze.· So that seems to be a big


·9· ·problem with startup companies is that they don't


10· ·realize they need to do that.


11· · · · · · · ·MR. PENNINGTON:


12· · · · · · · · · ·Absolutely.· Most of the ones I see,


13· ·when I bring up financial statements, their eyes just


14· ·kind of glaze over and they don't -- a lot of times,


15· ·they don't understand what I'm asking for, really.


16· · · · · · · ·MS. THAM:


17· · · · · · · · · ·It's hard to make good management


18· ·decisions if you don't have numbers.· The fact that


19· ·they're paying attention and putting numbers together


20· ·speaks well of them.


21· · · · · · · ·MR. ROY:


22· · · · · · · · · ·Any other questions or comments?


23· · · · · · · ·(No response.)


24· · · · · · · ·MR ANDRE:


25· · · · · · · · · ·Move for approval.
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·1· · · · · · · ·MR. ROY:


·2· · · · · · · · · ·Motion for approval from Mr. Andre.


·3· · · · · · · ·MR. CAMPBELL:


·4· · · · · · · · · ·I move for approval on this credit.


·5· · · · · · · ·MR. ROY:


·6· · · · · · · · · ·Second by Mr. Campbell.


·7· · · · · · · · · ·Any discussion by the public, comments?


·8· · · · · · · ·(No response.)


·9· · · · · · · ·MR. ROY:


10· · · · · · · · · ·Any discussion -- any further discussion


11· ·by the Board?


12· · · · · · · ·(No response.)


13· · · · · · · ·MR. ROY:


14· · · · · · · · · ·Hearing none, all in favor, "aye."


15· · · · · · · ·(Several members respond "aye.")


16· · · · · · · ·MR. ROY:


17· · · · · · · · · ·All opposed, "nay."


18· · · · · · · ·(No response.)


19· · · · · · · ·MR. ROY:


20· · · · · · · · · ·Congratulations.· Please tell the


21· ·gentleman we hope he was selling something and we look


22· ·forward to hearing about his success.


23· · · · · · · ·MR. LABAT:


24· · · · · · · · · ·I would like to also thank you on behalf


25· ·of our bank president, Danny Domingue, and we look
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·1· ·forward to having a relationship in the future.


·2· · · · · · · ·MR. ROY:


·3· · · · · · · · · ·This is great.· I think both of these


·4· ·banks, this is their first LEDC guaranty.· That's great.


·5· ·I commend the staff for bringing everybody to the table.


·6· ·We look forward to working with you.


·7· · · · · · · ·MS. MITCHELL:


·8· · · · · · · · · ·Mr. Labat, do you know any Duplechain's


·9· ·in Church Point, tell them I said hello.· That's my


10· ·family.


11· · · · · · · ·MR. LABAT:


12· · · · · · · · · ·I do know some.


13· · · · · · · · · ·Thank you.


14· · · · · · · ·MR. ROY:


15· · · · · · · · · ·All right.· Next order of business is


16· ·the Treasurer's report.· Ms. Villa.


17· · · · · · · ·MS. VILLA:


18· · · · · · · · · ·Good morning.· This morning we have


19· ·actually two Secretary Treasurer's Reports.· We have a


20· ·final report for Fiscal Year '16, which is going to be


21· ·the first Secretary Treasurer's Report in your packet.


22· ·I'll start with the overview.


23· · · · · · · · · ·Our '15-'16 budget in total was


24· ·16,181,766 and our balance is 12,218,891 prior to the


25· ·projects that we had currently in-house of 5,770,000,
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·1· ·which leaves us with a projected ending balance of


·2· ·6,448,891 across all programs, including the Financial


·3· ·Assistance Program, the State Small Business Credit


·4· ·Initiative and our Capital Outlay and EDAP and EDRED


·5· ·programs.


·6· · · · · · · · · ·If you go to the next page, it shows in


·7· ·detail what we had for each of the units.· The first


·8· ·being the Financial Assistance Program where we ended up


·9· ·for the year on that program, it was $144,067.· For the


10· ·State Small Business Credit Initiative, we had a


11· ·beginning budget of $2,747,174, and we had approved


12· ·projects of 212,246, which left us with a balance of


13· ·2,390,861, and that's where we ended up the year for


14· ·State Small Business Credit Initiative.


15· · · · · · · · · ·If you go down to the next page is our


16· ·EDAP and EDRED programs through our Capital Outlay, and


17· ·we had a budget between the two of 13,434,592, and we


18· ·had projects that were approved of 1,290 -- I'm sorry --


19· ·3,750,629, which left a balance of 9,683,963 between the


20· ·two programs.· And we had projects under review, as I


21· ·mentioned earlier, 5,770,000 broken out there.· You see


22· ·the project names that we still had under review, two of


23· ·which were brought to the Board this morning for


24· ·approval, which left a balance at the end of the year of


25· ·3,913,963.
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·1· · · · · · · · · ·We wended up the year, as you can see,


·2· ·on the Fund Balance available for the year of


·3· ·18,933,298, and our expenses for the year total


·4· ·13,771,271, which left a balance available of


·5· ·$5,162,027.


·6· · · · · · · · · ·If you go on to the Capital Outlay,


·7· ·which is the final page, we had a total fund balance


·8· ·available through Fiscal Year '16 of -- I'm sorry --


·9· ·with a budget of 5,210,000.· We actually ended with


10· ·654,679.


11· · · · · · · · · ·So I'll start over with the Capital


12· ·Outlay Appropriation General Fund for FY '16, as I


13· ·mentioned, a fund balance 5,210,166, and our adjusted


14· ·fund balance is available through, which included the


15· ·additional periods of August 14, 2016, had adjusted fund


16· ·balance of 1,814,634.


17· · · · · · · · · ·So we start out FY '17 Secretary


18· ·Treasurer's Report with a budget of 15,048,882, and we


19· ·have projects under review pending the Board of


20· ·2,646,250, which left a balance of 12,402,632.· And then


21· ·we had additional projects under review of 3,600,000,


22· ·which leaves a project yearend balance of $8,802,632.


23· · · · · · · · · ·So going onto the detail of that, the


24· ·Financial Assistance Program budget for the year is


25· ·190,000.· We currently do not have any projects pending
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·1· ·approval or under review by the staff, so we project an


·2· ·ending balance of 190,000.


·3· · · · · · · · · ·For the State Small Business Credit


·4· ·Initiative, our budget for FY '17 is 2,580,800 -- I'm


·5· ·sorry.· It's 2,390,861, and we had two projects that


·6· ·were brought to the Board today of 476,250, and that


·7· ·leaves a balance of $1,914,611.· And this is the program


·8· ·that, as you know, we have the remainder of through


·9· ·March of '17 to expand those loan guaranties for the


10· ·State Small Business Credit Initiative, and as Christian


11· ·has talked about, they've been marketing to try to get


12· ·those funds guaranties out the door prior to that time I


13· ·think.· So with that, we have a projected ending balance


14· ·right now of 1,914,611 for the State Small Business


15· ·Credit Initiative, and hopefully we'll get those loan


16· ·guaranties done prior to that time.


17· · · · · · · · · ·Going on to the next page of the


18· ·Secretary Treasurer's Report, we have our Capital Outlay


19· ·Appropriation of 12,425,526.· The Board approved the two


20· ·projects this morning for Lotte Chemical and LACC of


21· ·2,170,000, which leaves a balance of 10,255,526.· We


22· ·have currently projects under review of 3,600,000, which


23· ·leaves a projected yearend balance of 6,655,5 26.


24· · · · · · · · · ·We have Appropriated in HB2 for Capital


25· ·Outlay Funding for EDAP projects $10-million, of which
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·1· ·3-million is in Priority 2 and 7-million is Priority 5.


·2· · · · · · · · · ·And our Capital Outlay Appropriation for


·3· ·the EDRED, we have a balance -- or a projected budget --


·4· ·sorry -- of $42,495, and we have expected that to be our


·5· ·expected ending balance as well.


·6· · · · · · · · · ·And then when you go down to the last


·7· ·page, our projected Fund Balance Revenue is projected at


·8· ·$16,845,679, and our expenses are expected at


·9· ·$16,200,000.· That leaves us with a balance available of


10· ·654,679.


11· · · · · · · · · ·Any questions?· I know that's a lot of


12· ·numbers.


13· · · · · · · ·MR. ROY:


14· · · · · · · · · ·Questions, comments?


15· · · · · · · ·(No response.)


16· · · · · · · ·MR. ROY:


17· · · · · · · · · ·How do you generally look at this past


18· ·fiscal year compared to what is approaching?


19· · · · · · · ·MS. VILLA:


20· · · · · · · · · ·I think we did see an upcrease,


21· ·increase, an uptick and increase in our EDAP programs.


22· ·I know that's always -- or applicants, I should say.  I


23· ·know that's always been a concern that the Board has had


24· ·because we hadn't previously had a lot of projects


25· ·coming forth to the Board for approval.· I definitely
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·1· ·feel that, though, we've seen an increase.· We're


·2· ·bringing more to the Board now.· I think that from the


·3· ·state's perspective, we have to keep our eye on the ball


·4· ·from a cash management projection looking to see where


·5· ·those dollars are going to be expended because we have


·6· ·to go forth and get the appropriation or lines of credit


·7· ·for our Capital Outlay.· So I think that that's


·8· ·something that we're going to see, you know, more this


·9· ·year, especially as we have projects that come under


10· ·review and approval to the Board for EDAP.


11· · · · · · · · · ·So we did have a cut in LED, as we


12· ·mentioned before, in our FY '17 budget that we're


13· ·currently in, in roughly, I think it was, about


14· ·$4.2-milion to LED, which was broken up between


15· ·FastStart, marketing communication and our regional


16· ·economic development appropriations that we give to


17· ·those organizations.· So we're continuing to monitor the


18· ·budget.· We've got Revenue Estimating Committee coming


19· ·up, I believe, October 21st, Mandi, if I'm not mistaken,


20· ·for revenue estimating.


21· · · · · · · · · ·October 21st, does that sound like a


22· ·date?


23· · · · · · · ·MS. MITCHELL:


24· · · · · · · · · ·I'm not sure.


25· · · · · · · ·MS. VILLA:
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·1· · · · · · · · · ·October 20th.


·2· · · · · · · · · ·So we have a revenue estimating that's


·3· ·going to be coming up in the next month, so it will be


·4· ·interesting to see what the estimates are at that time.


·5· ·Hopefully there's no further impacts to state agencies


·6· ·with that.


·7· · · · · · · ·MR. ROY:


·8· · · · · · · · · ·Any comments from staff?· It probably


·9· ·will be a lot of opportunity for the LEDC program and


10· ·the flood area, a lot of those businesses, as everyone


11· ·knows, you buy business interruption, flood insurance,


12· ·et cetera, there's probably a lot of opportunity for the


13· ·program there.· Of course, it would be money put to good


14· ·use, so perhaps we can pick up some guaranties.


15· · · · · · · ·MS. VILLA:


16· · · · · · · · · ·We have about six months left.


17· · · · · · · · · ·So, Brenda, I don't know if you want to


18· ·comment to that.


19· · · · · · · ·MS. GUESS:


20· · · · · · · · · ·One of the things that's taken place is


21· ·the Louisiana Public Facilities, LPFA, has also gone and


22· ·kind of surrendered or gathered some funds directed at


23· ·the flooding, and similar to what happened during


24· ·Katrina, that there were bridge loans that were made


25· ·available for small businesses at that time to serve in
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·1· ·a capacity to be that actual bridge until the insurance


·2· ·companies paid off the little small businesses.· We have


·3· ·seen an increase of phone activity from some of the


·4· ·affected areas, and I think as soon as people can get


·5· ·their housing needs back together, then the business


·6· ·needs will follow in.


·7· · · · · · · · · ·I'd like to publicly take this


·8· ·opportunity to commend Christian, Steve and Shamelda,


·9· ·also Susan.· The staff has worked real hard over the


10· ·last few months.· We're approaching the time of the year


11· ·where our loan activity kind of slows down a little bit,


12· ·but we think we're seeing a lot of the fruits of the


13· ·labors that we've gone through over the last few months


14· ·starting to pay off.


15· · · · · · · · · ·We are also realizing with SBA, one of


16· ·the banks said, you know, they're looking at us as


17· ·another tool in their toolbox, so we're going to be


18· ·exploring a lot of the opportunities.· And we plan to be


19· ·very busy between now and the end of year and through


20· ·March 30th of next year, which is when the program


21· ·sunsets.


22· · · · · · · · · ·MR. ROY:


23· · · · · · · · · · · · We commend staff.· I know that


24· ·several of you were personally impacted by the flood, so


25· ·tough to concentrate on work sometimes when you have
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·1· ·such personal needs.


·2· · · · · · · ·MS. VILLA:


·3· · · · · · · · · ·One thing I would like to add to what


·4· ·Brenda just said, and even I mentioned it, even though


·5· ·this program is sunsetting from the federal standpoint,


·6· ·that just means that from their standpoint, once we


·7· ·receive in these recycled funds, it no longer carries


·8· ·the federal constraints or requirements that we have


·9· ·with them, but this program is going to continue.· Our


10· ·loan guaranty programs will continue.· We'll continue to


11· ·use those resources that we were given from the federal


12· ·government to continue with our loan guaranty program so


13· ·we can service the needs of the community in that way.


14· · · · · · · ·MR. ROY:


15· · · · · · · · · ·I think we'll hear more in a minute


16· ·about default, but our default rate is petty low; right,


17· ·so expect to get most of the money back?


18· · · · · · · ·MS. VILLA:


19· · · · · · · · · ·Yes, sir.


20· · · · · · · ·MS. GUESS:


21· · · · · · · · · ·Yes, sir.


22· · · · · · · ·MR. ROY:


23· · · · · · · · · ·Very good.· Any other questions or


24· ·comments?


25· · · · · · · ·(No response.)
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·1· · · · · · · ·MR. ROY:


·2· · · · · · · · · ·Hearing none, I'll entertain a motion to


·3· ·accept the Treasurer's Report.


·4· · · · · · · ·MS. THAM:


·5· · · · · · · · · ·Move to accept.


·6· · · · · · · ·MR. ROY:


·7· · · · · · · · · ·Motion.


·8· · · · · · · ·MR. ANDRE:


·9· · · · · · · · · ·Second.


10· · · · · · · ·MR. ROY:


11· · · · · · · · · ·Second.


12· · · · · · · · · ·All in favor, "aye."


13· · · · · · · ·(Several members respond "aye.")


14· · · · · · · ·MR. ROY:


15· · · · · · · · · ·All opposed, "nay."


16· · · · · · · ·(No response.)


17· · · · · · · ·MR. ROY:


18· · · · · · · · · ·It's accepted.


19· · · · · · · · · ·The Accountant's Report, Mr. Smith.


20· · · · · · · · · ·Any comments from the public on that?


21· · · · · · · ·(No response.)


22· · · · · · · ·MR. ROY:


23· · · · · · · · · ·Accountant's Report, Mr. Smith.


24· · · · · · · ·MR. SMITH:


25· · · · · · · · · ·Morning.· Yes.· My job is to come and
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·1· ·tell you what's performing and what's not performing,


·2· ·and my report at this time will be similar to my report


·3· ·for the last, maybe, five years.


·4· · · · · · · · · ·LED Status Report as of August 31st,


·5· ·2016, we have three loans on the books performing EDAP


·6· ·and EDLOPs for their loans.· They're all performing with


·7· ·a total of 768,469 as of end of August 31st, 2016.


·8· · · · · · · · · ·In the old LEDC loan program, there's,


·9· ·right now, as we speak, one loan, Depot Drilling, the


10· ·balance of that loan they're paying down.· It's 164,516.


11· ·Of course, we have to have allowances set up for default


12· ·for the guaranty loans of 18 percent for EDLOP and EDAP


13· ·loans is 15 percent, which is standard.· That means that


14· ·none of those particular loans are headed toward default


15· ·or late.


16· · · · · · · · · ·Total EDLOP, the total EDLOP balance, as


17· ·we said, is 768,146.· Fifteen percent of that is a


18· ·reserve, which is 115,270.· The old Loan Guaranty


19· ·Program is 164,516, 18 percent, 29,613 as of August


20· ·31st.


21· · · · · · · · · ·Then we move to the SSBCI Guaranty Loan


22· ·portfolio.· As of August 31st, 2016, we have 22 current


23· ·loans, and I am, again, happy to report that there's no


24· ·one in default.· There's no one late as of August 31st.


25· ·And so you spoke about our default rate, I think we've



http://www.torresreporting.com/





Page 65
·1· ·had one default since I've been here, and I've been


·2· ·here, what, almost nine years now?· And it's been so


·3· ·long I can't even remember what that was that defaulted,


·4· ·but it was an old loan in an old program.


·5· · · · · · · · · ·And so that concludes my good news


·6· ·report, but I have in my hand, we're getting ready to


·7· ·embark upon the time of the year where the legislative


·8· ·auditors are coming in and visiting us for the next two


·9· ·to three months as usual, so maybe by the end of October


10· ·we would have our VP evaluations back and we can close


11· ·out June 31st and we'll be visited by the auditors and


12· ·we'll bet be getting back with you with our final


13· ·financial reports.· Hopefully sooner than January like


14· ·we did last year.· I think January or February.· I can't


15· ·remember.


16· · · · · · · · · ·That concludes my report.


17· · · · · · · ·MR. ROY:


18· · · · · · · · · ·Questions, comments?


19· · · · · · · ·(No response.)


20· · · · · · · ·MR. ROY:


21· · · · · · · · · ·You said our formal is 14 or 15 percent


22· ·of the balance, the total reserve; is that what you


23· ·said?


24· · · · · · · ·MR. SMITH:


25· · · · · · · · · ·No.· It was 18 percent for guaranty
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·1· ·loans, 15 percent for EDLOP and EDAP loans per board


·2· ·memorandum.


·3· · · · · · · ·MR. ROY:


·4· · · · · · · · · ·Far above our historical losses.


·5· · · · · · · ·MR. SMITH:


·6· · · · · · · · · ·Right.


·7· · · · · · · ·MR. ROY:


·8· · · · · · · · · ·Okay.· Any other questions or comments?


·9· · · · · · · ·(No response.)


10· · · · · · · ·MR. ROY:


11· · · · · · · · · ·Motion to accept the Accountant's


12· ·Report.


13· · · · · · · ·MS. THAM:


14· · · · · · · · · ·Move to accept.


15· · · · · · · ·MR. ROY:


16· · · · · · · · · ·Motion.


17· · · · · · · ·MS. MITCHELL:


18· · · · · · · · · ·Second.


19· · · · · · · ·MR. ROY:


20· · · · · · · · · ·Second.


21· · · · · · · · · ·All in favor, "aye."


22· · · · · · · ·(Several members respond "aye.")


23· · · · · · · ·MR. ROY:


24· · · · · · · · · ·All opposed, "nay."


25· · · · · · · ·(No response.)
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·1· · · · · · · ·MR. ROY:


·2· · · · · · · · · ·Without objection.


·3· · · · · · · · · ·Ms. Mitchell, President's Report.


·4· · · · · · · ·MS. MITCHELL:


·5· · · · · · · · · ·Yes, sir.· Good morning, everyone.· Glad


·6· ·to be here to provide a report to you on behalf of


·7· ·Secretary Pierson, so thank you-all very much for being


·8· ·here today.


·9· · · · · · · · · ·As you know, a lot has happened since we


10· ·last meet in April and we ended up having to cancel our


11· ·last meeting due to our attention can focus on flood


12· ·recovery, response and recovery, as well as many of our


13· ·own staff members unfortunately being affected by this


14· ·flood disaster, so we do thank you-all, fellow Board


15· ·members, for being flexible.


16· · · · · · · · · ·In response to the flood disaster, LED


17· ·is sprang into action, and in conjunction with the Small


18· ·Business Administration and the Louisiana Small Business


19· ·Development Center Network, we have established


20· ·throughout the state eight business recovery centers


21· ·that are providing onsite services to businesses, small


22· ·businesses in particular, that have been impacted by the


23· ·flood.· We also established very early on an online


24· ·portal of business recovery resources.· We were, if not


25· ·the first, one of the first to do so to provide a
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·1· ·one-stop shop of information on resources available to


·2· ·businesses trying to get themselves back up and running


·3· ·after the flood.


·4· · · · · · · · · ·We also worked with Economist Dek


·5· ·Terrell to develop an official economic impact report of


·6· ·the flood so that Governor Edwards had with him some


·7· ·official record of the damages and the economic impact


·8· ·of the flood as he and his team pursue appropriations,


·9· ·federal appropriations, from Congress to assist


10· ·Louisiana in flood recovery.


11· · · · · · · · · ·So the estimated impact, not counting


12· ·any impact to public infrastructure, is around


13· ·$8.7-billion and about 3-billion of that hitting


14· ·Louisiana businesses on natural losses of inventory,


15· ·impacting their infrastructure and business


16· ·interruption.· So it was a significant event, and LED,


17· ·in addition to our day-to-day responsibilities, we are


18· ·continuing to do everything that we can to help our


19· ·businesses get back on their feet.


20· · · · · · · · · ·And then within that number, which just


21· ·may be of interest to you, there's an estimated impact


22· ·of about $110-million to the agriculture sector, which


23· ·is critical to Louisiana, particularly rice and soybean


24· ·crops took a significant hit.· So there are about 900


25· ·businesses that were interrupted by the flooding that
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·1· ·began on August 11th and that continued for days, and we


·2· ·estimate, also, about 6,000 businesses in 22 different


·3· ·parishes actually were impacted in some way, shape or


·4· ·form by the flood.


·5· · · · · · · · · ·Good news, if we want to project it,


·6· ·most of our major industries in the state remained open


·7· ·and continuing their operations successfully.· Our


·8· ·challenge remains, obviously, in restoring small


·9· ·businesses and helping residential repair housing


10· ·because the information that we provide with economic


11· ·impact actually translates both to the commercial impact


12· ·and to the residential impact.


13· · · · · · · · · ·We also, we were working on launching an


14· ·innovative, new program to help small construction


15· ·companies build a solid foundation for their businesses


16· ·for growth and success through the Louisiana


17· ·Contractor's Accreditation Institute.· So that's going


18· ·to be conducted throughout October and November


19· ·throughout the state.· That will help small and emerging


20· ·construction companies learn the basics of the industry


21· ·and prepare for the state's licensing exam, and that's


22· ·going to be critical, even more so now, to get Louisiana


23· ·businesses back on their feet and give them the


24· ·knowledge and capacity to be able to help with the flood


25· ·recovery.


Page 70
·1· · · · · · · · · ·Besides the focus on flood recovery, our


·2· ·team has been heavily focused on implementing the


·3· ·executive order issued on June 24th, 2016, which


·4· ·provided some significant reforms to the Industrial Tax


·5· ·Exemption Program, and our sister board, the Board of


·6· ·Commerce and Industry, is actually overseeing those


·7· ·changes to that program.· So what the Governor's


·8· ·executive order eventually did was two key things,


·9· ·provided a voice for local government as well as


10· ·accountability for program participants through job


11· ·creation.· And so we are focused very closely on


12· ·ensuring a smooth implementation of the executive order


13· ·so that companies and local governments and the state


14· ·can all work together to make sure that our program


15· ·remains competitive as one of 39 states that offer


16· ·industrial tax exemption.· And for the first time,


17· ·Louisiana will be in line with the other 38 states in


18· ·having local approval as part of the process.


19· · · · · · · · · ·Just some notes.· We're also monitoring


20· ·the Task Force on Structural Change and Budget and Tax


21· ·Policy, which will soon be producing a report of


22· ·recommendations for the Governor and the legislature to


23· ·take a look at for the 2017 session as it pertains to


24· ·tax reform.· And that's why Louis Reine is absent today


25· ·because he also serves on that task force and their
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·1· ·meting is this morning as well.


·2· · · · · · · · · ·Just some highlights on some good news


·3· ·that recently has come to LED.· Area Development has


·4· ·ranked Louisiana Number 5 in its Annual Top States For


·5· ·Doing Business Report.· We climbed three spots from last


·6· ·year.· We were ranked Number 8, and it's the higher


·7· ·ranking we've ever gotten from this publication.· And


·8· ·just a bit of background for you, this serves as one of


·9· ·the nation's top sites selection consultants weighing in


10· ·on their experiences in doing businesses in different


11· ·states around the country.


12· · · · · · · · · ·Some other good news is that LED has


13· ·launched its first Diversity Committee for Small


14· ·Business Growth.· We have reaffirmed our longstanding


15· ·commitment to developing and advocating for woman and


16· ·minority-owned businesses throughout the state, so we


17· ·have a really good cross section of organizations that


18· ·promotes those goals as part of our Diversity Committee.


19· ·They've already held their first meeting and they will


20· ·continue to meet not only in Baton Rouge, but throughout


21· ·the state and get input on what the state can be doing


22· ·to help support those businesses.


23· · · · · · · · · ·So it's been a brisk Summer for LED, to


24· ·say the least, and we expect that pace to continue


25· ·throughout the Fall, but we do thank y'all for your
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·1· ·service on the Board and thanks for working with the


·2· ·department.


·3· · · · · · · ·MR. ROY:


·4· · · · · · · · · ·Thank you Ms. Mitchell.


·5· · · · · · · · · ·Any other business?


·6· · · · · · · ·(No response.)


·7· · · · · · · ·MR. ROY:


·8· · · · · · · · · ·Hearing none, I'll entertain a motion to


·9· ·adjourn.


10· · · · · · · ·MR. ANDRE:


11· · · · · · · · · ·So moved.


12· · · · · · · ·MS. THAM:


13· · · · · · · · · ·Second.


14· · · · · · · ·MR. ROY:


15· · · · · · · · · ·Motion and second.


16· · · · · · · ·(Meeting concludes at 11:05 a.m.)
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·1· ·REPORTER'S CERTIFICATE:


·2· · · · · · · ·I, ELICIA H. WOODWORTH, Certified Court


·3· ·Reporter in and for the State of Louisiana, as the


·4· ·officer before whom this meeting for the Board of


·5· ·Directors of the Louisiana Economic Development


·6· ·Corporation, do hereby certify that this meeting was


·7· ·reported by me in the stenotype reporting method, was


·8· ·prepared and transcribed by me or under my personal


·9· ·direction and supervision, and is a true and correct


10· ·transcript to the best of my ability and understanding;


11


12· · · · · · · ·That the transcript has been prepared in


13· ·compliance with transcript format required by statute or


14· ·by rules of the board, that I have acted in compliance


15· ·with the prohibition on contractual relationships, as


16· ·defined by Louisiana Code of Civil Procedure Article


17· ·1434 and in rules and advisory opinions of the board;


18· · · · · · · ·That I am not related to counsel or to the


19· ·parties herein, nor am I otherwise interested in the


20· ·outcome of this matter.


21


· · ·Dated this 26th day of October, 2016.


22


23· · · · · · · · · · · · · · · ·___________________________


24· · · · · · · · · · · · · · · · ·ELICIA H. WOODWORTH, CCR


25· · · · · · · · · · · · · · · · ·CERTIFIED COURT REPORTER
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 1               MR. ROY:
 2                   Good morning.  If everyone will have a
 3   seat, we'll get started.  Glad to know even the
 4   government can say let there be light, and there's
 5   light.
 6                   Call to order the Board of Directors of
 7   the Louisiana Economic Development Corporation.
 8                   Rollcall, please
 9               MS. SORREL:
10                   A.J. Roy.
11               MR. ROY:
12                   Here.
13               MS. SORREL:
14                   Alden Andre.
15               MR. ANDRE:
16                   Here.
17               MS. SORREL:
18                   Louis Reine.
19               (No response.)
20               MS. SORREL:
21                   Susan Tham.
22               MS. THAM:
23                   Here.
24               MS. SORREL:
25                   Mandi Mitchell.
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 1               MS. MITCHELL:
 2                   Here.
 3               MS. SORREL:
 4                   Cal Simpson.
 5               (No response.)
 6               MS. SORREL:
 7                   Nitin Kamath.
 8               MR. KAMATH:
 9                   Here.
10               MS. SORREL:
11                   Will Campbell.
12               MR. CAMPBELL:
13                   Here.
14               MS. SORREL:
15                   We have a quorum.
16               MR. ROY:
17                   Very good.  I'll ask everyone to please
18   silence their cell phones.
19                   Before we go any further, it is my
20   privilege to introduce our new board member, Mr. Will
21   Campbell to my left.
22                   Mr. Campbell, welcome.  Glad you could
23   join us.  We look forward to serving with you.  Perhaps
24   you'd like to say a few words.
25               MR. CAMBELL:
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 1                   Good morning to everybody.  Just glad to
 2   be a part of the Board here.
 3                   Just to give you a little bit about my
 4   background, I'm from a little town called Lucedale
 5   Mississippi, graduated from University of South Alabama
 6   with my undergrad degree.  I got my master's from
 7   Liberty University in Lynchburg.  Spent about 17 years
 8   in the military; retired out in 2003 as a captain.  I've
 9   been in banking about 20-something years.  I worked for
10   Wells Fargo, Capital Bank.  I was an SBA man for a
11   number of years.  Now I'm VP of Commercial Services for
12   Ascension Federal Credit Union.
13                   I love coaching home school basketball,
14   and wife and three beautiful children, and, you know,
15   she's the boss of the house, so...
16               Just glad to be here and part of the Board
17   in any way we can assist.  Thank you.
18               MR. ROY:
19                   Thank you.
20                   The first order of business is the
21   approval of the April 15th minutes.
22               MS. MITCHELL:
23                   Move to approve.
24               MR. ROY:
25                   Motion to approve as presented.
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 1               MR. ANDRE:
 2                   Second.
 3               MR. ROY:
 4                   Second.
 5                   Any discussion?
 6               (No response.)
 7               MR. ROY:
 8                   Hearing none, all in favor, "aye."
 9               (Several members respond "aye.")
10               MR. ROY:
11                   All opposed, "nay."
12               (No response.)
13               MR. ROY:
14                   Without objection.
15                   Next order of business, the inhouse
16   approvals, Small Business Local Guaranty Program.  Who's
17   going to give us an update on that?
18               MR. BAHAM:
19                   I'll be happy to give you a quick update
20   on this loan.  We did this one back in June, earlier in
21   this year.  This was done by Ms. Shamelda Pete, one of
22   our loan officers, who's unable to attend today.  This
23   one being considered is True Fund Financial Services out
24   of New Orleans for Gulf South Engineering and Testing.
25   They specialize in engineering and soil testing.  The
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 1   company's been around since 2011.  They were mainly
 2   looking for a new loan for additional trucks.  They
 3   currently have a staff of 18 employees, which they were
 4   planning on a hiring minimum of two new jobs.  The main
 5   reason they were acquiring these vehicles is they have a
 6   contract with the expansion of New Orleans Airport to do
 7   a lot of the groundwork involved with the new runways
 8   and terminals.
 9                   Very good business.  Been around for,
10   like I said, since 2011.  They're growing fairly strong.
11   We actually picked this one up after having meetings
12   earlier this year at the Bankers Conference in New
13   Orleans.  We met with True Fund after the conference and
14   kind of went through the loan, and Shamelda piked it up
15   and knocked it out of the park with this one.
16               MR. ROY:
17                   Very good.  Any questions or comments
18   from the Board?
19               (No response.)
20               MR. ROY:
21                   This is approved.  This is just by way
22   of information for everyone.
23                   Thank you.
24                   Next order of business is under the EDAP
25   Program, Lotte Chemical Louisiana, LLC, and, for the
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 1   record, Mr. Andre is going to recuse himself.  He feels
 2   that he should do so.
 3                   Steve.
 4                   Morning.
 5               MR. ROCK:
 6                   Good morning.
 7               MR. BAHAM:
 8                   With me today for the first EDAP request
 9   that we have for Lotte Chemical is Mr. Jim Rock, who is
10   right here to my left, and the consultant for the
11   project, Mr. Jesse Broderick.
12                   This EDAP is an unsponsored EDAP award
13   for payroll credit in the amount requested of
14   $1,470,000.
15                   Lotte Chemical of Louisiana, LLC is a
16   wholly-owned subsidiary of Lotte Chemical USA
17   Corporation.  They have been around since 1976.  They
18   continue to grow by successfully expanding their
19   business operations through vertical immigration of both
20   its raw material extraction and also production of new
21   products.  They're a global company.  They sell to
22   companies, other companies around the world, and
23   approximately 152 countries and growing.
24                   Their most recent expansion, which this
25   EDAP request is for, is for a new -- bare with me.  I'm
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 1   not familiar with these terms -- 700 kiloton per annum
 2   or 1.5-billion pounds per year of monoethylene glycol
 3   plant in Westlake, Louisiana, which is in Calcasieu
 4   Parish.  The new plant will be fully integrated with our
 5   next EDAP request for the newly-formed joint venture of
 6   LACC, LLC, which that is proposing a 1,000 kiloton per
 7   annum or 2.2-billion pounds per year ethenol cracker.
 8                   The proposed monoethylene glycol plant
 9   or MEG has the capacity to produce products to be
10   distributed to customers throughout primarily US, Europe
11   and Asia, and once it's completed and fully operational,
12   this will be the largest MEG plant of the kind in the
13   US.
14                   As I said, the EDAP request is for
15   $1,470,000.  We will be assisting with infrastructure
16   and improvements.  Primarily we're looking at road
17   upgrades and associated activities with the
18   infrastructure.
19                   Lotte Chemical will provide the state
20   with either a first position mortgage or equivalent
21   because it is an unsponsored, so it's all owned by
22   private property.  The total project is approximately
23   $1.1-billion.  It would be the infrastructure
24   improvement of 1.47-billion.  It is .14 percent of the
25   overall project budget.  The rest of it will be financed
0010
 1   primarily through the company itself.
 2                   Job performance goals that the company
 3   has agreed to is to create and maintain 80 new jobs at
 4   an annual payroll of 8.1-million to be reached by 2022.
 5   And just for comparison purposes, Calcasieu Parish's
 6   unemployment rate in July 2016 is 5.5 percent as
 7   compared to the state rate of 6.9 percent for the same
 8   time period, and the per capita income of Calcasieu
 9   Parish in 2014 was just over $40,000 compared to the
10   state per capita of $42,000.
11                   Staff recommends approval of this
12   project as an unsponsored EDAP payroll credit award with
13   our basic contingencies that we normally have.  The
14   company has agreed to create those 80 jobs and maintain
15   them through the life of the EDAP project with the
16   associated payroll of 8.1-million through 2022.
17   Additionally, the total capital investment by Lotte
18   Chemical and the Westlake facility will be invested by
19   the company at a rate of 1.1-billion to be hit by May
20   1st, 2018.
21                   And with that, I'm going to turn it over
22   to Mr. Rock and Mr. Broderick as they have a little bit
23   more information about the company and give you a little
24   bit more detail about the activities that are taking
25   place in Westlake.
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 1               MR. ROCK:
 2                   Thanks, Steven.
 3                   I'm Jim Rock.  I'm the executive
 4   director of the site for Lotte Chemical, USA, which has
 5   ownership of both LACC and LCLA.  They own 100 percent
 6   of LCLA, which is Lotte Chemical of Louisiana, and they
 7   own 90 percent of LACC, which is located at Axiall
 8   Corporation.  And the investment for LACC is a
 9   1.9-billion.  For LCLA, it's 1.1-billion for a total of
10   $3-billion.
11                   And one thing I'll start out by saying,
12   I've heard it pronounced Lotte, Lotte, and Lotte, and
13   it's actually Lotte.
14               MS. MITCHELL:
15                   Thanks for that correction.  That was
16   going to be my question.
17               MR. ROCK:
18                   They're headquartered in South Korea.
19   It's a very large corporation, very integrated
20   corporation that has a lot of retail products of
21   beverages, foods, hotels, hotels in New York City and
22   around the world.  They've got total of 200,000
23   employees worldwide, including about 70,000 in Korea and
24   South Korea, and elsewhere in the world.  The investment
25   represents not only the largest MEG plant in the US, by
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 1   far the largest investment that Lotte has.  Prior to
 2   this investment, we had about a 303-employee facility
 3   just outside of Hyundai manufacturing plant in Southeast
 4   Alabama, so this is a big investment for Lotte, a big
 5   investment for -- a foreign investment for the State of
 6   Louisiana and we're glad to pick Louisiana because of
 7   the workforce, because of the -- deepwater ports, also
 8   the Lake Charles plant and also the integration with the
 9   what used to be BP industries and it became Axiall and a
10   couple weeks ago became part of the Westlake Chemical.
11               MR. ROY:
12                   Any questions or comments?
13               MS. MITCHELL:
14                   Mandi Mitchell, Assistant Secretary.
15   Thank y'all for being here today.
16                   I was just looking through your
17   presentation and wanted to emphasize the economic impact
18   of the project being 66.7-million and an estimated local
19   tax revenue of 215-million over the 10-year period.  Did
20   you want to elaborate on that?
21               MR. ROCK:
22                   Well, our total improvement for the two
23   sites is going to exceed about 215 or so.  We've also,
24   right now, the Lotte offices are in Houston, Texas.
25   That's because CB&I was already in contract for a
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 1   project and then contemplated moving the USA
 2   headquarters into Louisiana to Westlake.  If that comes
 3   comes to fruition, that's going to bring, as you can
 4   imagine, high-salary jobs.  There will be a lot of state
 5   income tax abatement and a lot of purchases if somebody
 6   moves, they're buying houses; they're buying groceries;
 7   they're buying gas; they're going out to eat at
 8   restaurants.  There's a lot of other investments going
 9   into Calcasieu Parish, as I'm sure you're aware of, so
10   it's going to be a tremendous benefit for the parish as
11   well as the state.
12               MS. THAM:
13                   Can I ask quickly what the number of
14   people at the headquarters currently is?
15               MR. ROCK:
16                   We're anticipating that it's going to
17   add about 25 jobs, president, financial, HR.
18               MS. THAM:
19                   All high salary?
20               MR. ROCK:
21                   Right.
22               MR. ROY:
23                   Yes, sir.
24               MR. BRODERICK:
25                    My name is Jesse.  I just want to add
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 1   to your comment that the state revenue of 66.7, I mean,
 2   that's mostly made up of the sales tax and the benefits
 3   the state will get from the indirect jobs that come.
 4   What's not included is the anticipated income tax
 5   revenue.  Now, you could anticipate there could be over
 6   300-million in additional income tax that the State of
 7   Louisiana will get over the next 10 years as a result of
 8   this project.
 9               MR. ROY:
10                   I'm sorry.  I missed your title and
11   name.
12               MR. BRODERICK:
13                   Jesse Broderick.  I'm managing partner
14   of SumIT Credit.
15               MR. ROY:
16                   Thank you.
17                   Any other questions or comments?
18               MR. CAMPBELL:
19                   I just want to ask, what motivated you
20   to look at purchasing this particular project?
21               MR. ROCK:
22                   Well, this project is important for
23   Lotte because they wanted to take advantage of the
24   low-priced ethane, which was a stateside ethylene
25   cracker.  Other parts of the world, ethane is either
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 1   very expensive or nonexistent and does not fit the other
 2   feedstock, so being able to take advantage of the low
 3   cost of ethane was a very important factor into this
 4   area.  And, also, building a plant, the smaller you
 5   build a plant, the less economy of scale have, so they
 6   wanted to build a full-scale facility, and they had
 7   demand for about 1-billion pounds a year to meet their
 8   MEG requirements.  And Axiall, who uses approximately
 9   about a billion pounds a year for their Westlake
10   facility, and so in their existing Westlake facility,
11   they produced, according to cost of just the basic
12   products, to sell most of the cost, about 65 percent of
13   chlorine will be used in derivative products, and those
14   derivative products all contain a carbon molecule and
15   the ethane and carbon molecule in the plant.  So they
16   produce perchloroethylene, trichloroethylene, methyl
17   chloroform, EDC is ethylene dichloride and dichloride,
18   which goes to the EBC, which, you know, is housing and
19   that sort of...
20               MR. CAMPBELL:
21                   Got you.
22               MR. ROCK:
23                   So we looked for a partner that needed
24   about the equivalent amount of ethylene.
25               MR. ROY:
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 1                   Good match and a great place to do
 2   business.
 3               MR. CAMPBELL:
 4                   Got you.
 5               MR. ROY:
 6                   Anyone else?
 7               (No response.)
 8               MR. ROY:
 9                   Hearing none, I'll entertain a motion.
10               MS. MITCHELL:
11                   Move to approve the unsponsored EDAP for
12   Lotte Chemical at 1.47-million.
13               MS. THAM:
14                   Second.
15               MR. ROY:
16                   Motion and a second.
17                   Any other discussion?
18               (No response.)
19               MR. ROY:
20                   Hearing none, all in favor, "aye."
21               (Several members respond "aye.")
22               MR. ROY:
23                   All opposed, "nay."
24               (No response.)
25               MR. ROY:
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 1                   Any comments from the public?
 2               (No response.)
 3               MR. ROY:
 4                   Hearing none, it's approved.
 5   Congratulations.  Please keep us posted on your success.
 6               MR. ROCK:
 7                   Thank you.
 8               MR. ROY:
 9                   Next order of business is LACC, LLC, US,
10   and that's the Axiall Corporation.  They related a
11   project?
12               MR. BAHAM:
13                   With me again is Mr. Jim Rock and Jesse
14   Broderick representing LACC here for this project.
15                   As Mr. Rock pretty much summed up the
16   relationship between the two companies in his
17   presentation just a minute ago, I'll go ahead and quick
18   you a quick rundown.
19                   As he said, Lotte Chemical is building a
20   new facility, which we just approved to assist in the
21   infrastructure improvements at the Westlake location
22   next door to Axiall Corporation.
23                   Just to give you a brief history, Axiall
24   Corporation has been operating in Southwest Louisiana
25   for many decades, I believe over 70 years now, and
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 1   they're a global provider of chemicals and building
 2   products.  They mainly utilize natural resources in its
 3   essential ingredients, like chlorine, caustic soda,
 4   needed to create products such as minor building
 5   materials, siding, windows, doors, trims, pipefitting,
 6   et cetera.
 7                   For Axiall Corporation, this joint
 8   venture plant represents continued investment into the
 9   State of Louisiana and the people of Calcasieu Parish.
10   This new plant, which is a joint venture between Lotte
11   and Axiall, will be, once created, it's a newly-created
12   ethenyl cracker, will be able to produce approximately
13   1-million metric tons of ethylene a year.  Also, for
14   Lotte, not only is this representing an expansion of
15   their operations here in the US, but it marks the first
16   Korean-based petrochemical company to locate here than
17   anywhere in the United States.
18                   This particular EDAP request is for
19   700,000, which will also go towards improvements to the
20   infrastructure or additions to privately-held
21   infrastructure, like rooms and all of the associated
22   pieces that go with that.
23                   The total project for this is
24   $1.9-billion of which the 700,000 represents just .04
25   percent of the overall cost of the project.  Similar
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 1   documents and payroll commitments made for this
 2   particular plant.  Axiall has agreed to retain 1,600
 3   jobs with an approximate annual payroll of $86-million
 4   at an increase of two percent per year through 2022.
 5   And, also, LACC, which is the new joint venture, has
 6   agreed to create and retain 135 new jobs throughout the
 7   life of the EDAP at an annual payroll of 11.5-million by
 8   2022.
 9                   Just to reiterate, the previous project
10   and this protect, while they're related and while Lotte
11   Chemical does own 90 percent of this joint venture,
12   they're two separate entities.  The 80 jobs from the
13   previous EDAP will be separate.  They are totally
14   separate from the 135 jobs and payroll for this plant,
15   so they will be reported and that's why they're being
16   presented as two separate projects because they are
17   legally two separate entities and all of the jobs and
18   investment will be completely separate.
19                   Staff would recommend -- recommends
20   approval of this protect as an unsponsored EDAP and
21   payroll award.  Axiall has, as I said, agreed to retain
22   1,600 jobs with an estimated payroll of 66-million to be
23   increased by two percent annually, and LACC will create
24   135 new jobs with an estimated payroll of 11 and half
25   million by 2022.  We have all of our standard
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 1   contingencies, which I might add the additional
 2   investment by LACC will be at least 1.9-billion by May
 3   1st, of 2018.
 4                   And I'm going to pass it over to
 5   Mr. Rock and Mr. Broderick for any additional
 6   information I may have missed or skimmed over and answer
 7   any questions you have.
 8               MR. ROY:
 9                   Before you begin, just for the record,
10   Mr. Andre is recusing himself from this matter as well.
11                   You may proceed.  Thank you.
12               MR. ROCK:
13                   This project, the LACC part is important
14   because you can't make MEG without the E, so that's why
15   it's titled that project.
16                   The Axiall portion is going to supply
17   their ethylene need for their Lake Charles or Westlake
18   facilities of both the North and South plant, and
19   currently -- that plant started up in 1947, so it's got
20   over 70 years of operations since that time.  In the
21   early 1960s, when the plant expanded and started to
22   produce for the -- in like with those projects and so
23   they started purchasing ethylene at that time.  So right
24   now, the plant is, historically since the '60s, have
25   bought ethylene from a variety of producers in Southeast
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 1   Texas and around Louisiana getting their own
 2   producer-based economics.  Ethylene is going to help
 3   ensure the actual plant can operate another 70 years.
 4   It's very competitive.  That's why it's important.
 5               MR. ROY:
 6                   Would you like to add anything to that
 7   before we have questions?
 8               MR. BRODERICK:
 9                   No.  At this time, I'm just going to
10   help answer any questions.
11               MR. ROY:
12                   Questions or comments?
13               MS. THAM:
14                   It appears that there's plenty of demand
15   for this project; right, just in the companies here that
16   even building such a big facility, it's not going to
17   surpass the demand, is it?
18               MR. ROCK:
19                   No, certainly not.  There will be no
20   other -- no other ethylene plants will be shutting down
21   as a result of this.
22               MR. BRODERICK:
23                   I guess I could point out if you have
24   your presentation in front of you, if you looked at the
25   map, you can see that these two facilities will
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 1   literally be right next to each other.  They are
 2   altogether.
 3                   Page 3 of the slide presentation of the
 4   project.
 5               MR. CAMPBELL:
 6                   I just have a question real quick.  I
 7   was kind of noticing the financial showing that the
 8   revenues were decreasing for actual.  What was the main
 9   reason for that piece?
10               MR. BRODERICK:
11                   I think over in 2013, '14 and '15, like
12   it went from -- if I'm looking at this correctly.
13               MR. CAMPBELL:
14                   Looks like it dropped from 3,700,000 to
15   3,300,000.
16               MR. BRODERICK:
17                   Are you looking at the prior year
18   financials?
19               MR. CAMPBELL:
20                   Yes, yes.  The credit memo.
21               MR. ROCK:
22                   This is for Lotte Chemical or is this
23   for Axiall?
24               MR. CAMPBELL:
25                   Axiall, right.
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 1               MR. BAHAM:
 2                   What page is that on, Mr. Campbell?
 3               MR. CAMPBELL:
 4                   It's on Page, I think, 133 under the
 5   Financial Analysis section.
 6               MS. THAM:
 7                   There's a Comparative Financial
 8   Statement on 174, too, that shows the three years.
 9               MR. ROCK:
10                   You're talking about Reduced Revenue for
11   Axiall Corporation?
12               MS. THAM:
13                   Right.  The sales went down
14   significantly.
15               MR. ROCK:
16                   Yeah.  I mentioned earlier their base
17   products are chlorine and caustic soda and they used
18   very little of the caustic in their production and sell
19   most of that.  A lot of cost that goes into the alumina
20   industry, and whether they -- they sell, they market
21   maybe 35 percent of the chlorine and use the other 65
22   percent in their derivatives products, but they sell
23   90-something -- over 90 percent of the caustic.  So the
24   caustic price is like a sign, it goes up and down, up
25   and down according to demand, and a lot of that, they
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 1   export all of that caustic to South America and the
 2   other countries where there's large alumina plants and
 3   the alumina industry has taken a hit, you might be aware
 4   of here.  Domestically, as well as a lot of the alumina
 5   industry is down, a lot of those plants are shut down,
 6   so the price of caustic, which varies tremendously, has
 7   a gigantic impact on revenue.
 8               MS. MITCHELL:
 9                   If I may, just to piggyback on what the
10   gentlemen just mentioned about the alumina industry,
11   just because I'm directly involved with efforts of one
12   of our aluminum plants in the state here to try and help
13   retain those jobs, they have taken a significant hit
14   because of unfair practices of China basically dumping
15   alumina into our industry, into the market and driving
16   those prices down and putting pressure on the alumina
17   plants that we do have in the US.  And so I can speak to
18   that directly because I'm involved with an effort to try
19   to raise awareness of this issue amongst or members of
20   congress because we have one plant here in Louisiana
21   with almost 400 jobs that we're trying to help retain.
22               MR. CAMPBELL:
23                   The reason I ask the question, and I
24   just want to make sure, the impact of the profitability
25   the company.
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 1               MR. ROCK:
 2                   This project is going to help because,
 3   like I mentioned, the price of caustic goes up and down
 4   and so it's very atypical for the nature of it, and
 5   Axiall is one of the few companies that is not packing
 6   and making their own ethylene.  So this is going to help
 7   us be competitive with other --
 8               MS. THAM:
 9                   So if they're primarily chlorine and is
10   this a major diversification for this?
11               MR. ROCK:
12                   Well, it's a diversification that
13   started in the early '60s, so it's been around for a
14   while, and that's where a lot of most of the chlorine
15   and chlorinated-derivative products, you know, vinyl,
16   all kind of products that's used in your home, the
17   vehicle, PVC, of course, and all kinds of house building
18   and industrial building materials.  That's kind of where
19   the growth of the chlorine market has been for a couple
20   of decades.
21               MR. ROY:
22                   What percentage of the world's ethylene
23   will this plant produce once it's up and running as the
24   largest ethylene plant in the world?
25               MR. ROCK:
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 1                   Well, it's the largest -- I think we
 2   said the largest MEG plant that was built in the United
 3   States.  So there are ethylene plants larger than the
 4   one we're building.  Actually one right across the
 5   interstate.  Sasol is building one that's larger than
 6   this right now, but percentage-wise, I don't know.
 7               MR. ROY:
 8                   It's the largest what?
 9               MR. ROCK:
10                   MEG plant.
11               MR. ROY:
12                   Plant in the US.
13                   How many MEG plants are in the US?
14               MR. ROCK:
15                   I don't know how many.
16               MR. ROY:
17                   Any other questions or comments?
18               (No response.)
19               MR. ROY:
20                   Comments from the public?
21               (No response.)
22               MR. ROY:
23                   Hearing none, I'll entertain a motion
24   from the board.
25               MS. MITCHELL:
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 1                   Move to approve the $700,000 unsponsored
 2   EDAP for the LACC and Axiall joint venture project.
 3               MR. CAMPBELL:
 4                   And I second that.
 5               MR. ROY:
 6                   Motion and second.
 7                   Any other discussion?
 8               (No response.)
 9               MR. ROY:
10                   Hearing none, all in favor, "aye."
11               (Several members respond "aye.")
12               MR. ROY:
13                   All opposed, "nay."
14               (No response.)
15               MR. ROY:
16                   Without objection.  Congratulations.
17   Again, please keep us posted.
18               MR. ROCK:
19                   Thank you.
20               MR. BRODERICK:
21                   Thank you.
22               MR. ROY:
23                   Next order of business is one of the
24   SSBCI program, Acadian Cypress & Hardwood, American Bank
25   and Trust.  Mr. Pennington.
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 1               MR. PENNINGTON:
 2                   Good morning.
 3               MR. ROY:
 4                   Good morning.
 5                   Good morning, gentlemen.
 6               MR. PENNINGTON:
 7                   This is Mr. Frank Vallot.  He's the
 8   owner of Acadian Cypress, and Stan is - Mr. Stan from
 9   American Bank and Trust.
10                   I'm excited about this project this
11   morning.  This is a great Louisiana company and a brand
12   new bank; hadn't used our program.  Excited to be
13   working with them as well as American Bank and Trust.
14   Glad to have them at the table.
15                   Basically what Acadian Cypress does is
16   they manufacture lumber, plywood, siding, shingles
17   flooring, fencing, basically wood products essentially.
18   Cypress Hardwoods and the loan they're looking at today
19   is for $1.5-million, of which $250,000 will be carved
20   out as eligible as a refinance.  By rules, we're not
21   allowed to guaranty that, so that would reduce the
22   amount of the loan that we can guaranty down to
23   $1.4-million, of which we'll have a $930,000 guaranty on
24   that.
25                   The purpose of this loan is mostly for
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 1   inventory, to purchase new rolling stock for the
 2   company, and for working capital.  The collateral is
 3   going to be the new rolling stock purchase, properties
 4   that is owned by Mr. Frank, and the collateral more than
 5   meets the one-to-one requirements.
 6                   Now, I have a handout I passed out up
 7   there I think I gave everyone.  There's some appraisals
 8   that came in afterwards, after I sent out the package,
 9   and I just want to make sure that everyone got one, and
10   it more than meets the one-to-one requirement of the
11   collateral.
12                   This loan is going to result in the
13   creation of five new jobs and the retention of 61 new
14   jobs.  And one other thing I want to mention is we got
15   we got this loan package before the flood happened, and
16   they were having an uptick in the hardwood and cypress
17   business before the flood happened.  I'm sure Mr. Frank
18   can talk to that.  They're definitely going to have a
19   great bit of demand in the Baton Rouge area for these
20   type of products.  And I, for one, am happy that a
21   Louisiana Company is going to be supplying the needed
22   materials to rebuild basically Baton Rouge and the
23   state, and with that, I'll hand it over to Mr. Frank to
24   talk about his business and how he's looking to expand
25   and what he's got on the plan.
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 1               MR. VALLOT:
 2                   Good morning.  Thank you, Chairman Roy,
 3   Assistant Secretary Mitchell and the LEDC Board for the
 4   opportunity to be here today.
 5                   I made notes because after being in
 6   business 30 years and starting, I can ramble, so I know
 7   that I have to cram it into, let's say, less than seven
 8   minutes, so it's not that I'm reading from script.  It's
 9   so I don't veer.
10                   I'd like to also thank Stan Dameron,
11   President of American Bank, and Pascal Dean, who's with
12   American Bank.  He's the Vice President.  And I'd like
13   to introduce Willie Bartel is our CFO, and Rick
14   Cangelosi, Vice President of Operations.  We're the
15   think tank for Acadian Cypress today.
16                   Until yesterday at about 6 o'clock, I
17   knew exactly what I was going to say and then I started
18   trying to cram it through the blender and so it's
19   interesting, I started this business and it's almost
20   like a business fairytale.  This Cajun guy goes to
21   college at USL, which, for those that are younger, it's
22   Lafayette.  It used to be called.
23               MS. MITCHELL:
24                   I'm from Lafayette, so you just scored
25   some points, and you called it USL.
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 1               MR. VALLOT:
 2                   Yeah.  Well, if I'm here long enough,
 3   I'll probably just drop in occasion I was born and
 4   raised in New Iberia and it really comes out in me every
 5   once in a while.  Don't...
 6               Okay.  So I fell for this girl and followed
 7   her to Ponchatoula, and while I was there in
 8   Ponchatoula, that's where the real story begins.  I
 9   started Acadian Cypress in 1986 in my back yard.  Today,
10   we're 30 years strong.  We're approaching, during this
11   next five-year projection, a billion dollars in gross
12   sales revenue.  We have a customer base of 1,900, which
13   is industry specific and reoccurring accounts.  They are
14   cabinet makers, contractors, developers, antique
15   renovations and replications, retail, custom home
16   builders and people that want something special in their
17   home, and lumber yards.  We sell a lot of products to
18   other lumber yards as items that compliment the packages
19   they put together.  Not one customer accounts one or two
20   percent of our gross sales, so we're not dependent on
21   their volatility.  We have -- that's our ability to
22   maintain and survive and thrive through the ups and
23   downs over the last 30 years.
24                   We have 61 full-time employes.  Combined
25   total years of experience is 458, which is average of
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 1   seven and a half per tenure, so we have a good retention
 2   rate.  The average income of all of the those employees
 3   is over $40,000, and we are adding five new jobs as a
 4   guaranty, but our projection is 10 to 12 positions.
 5                   We have over 300 years experience within
 6   the sales nucleus.  We have a specific sales staff that
 7   is trained and not only educated, but we have continued
 8   to develop them.  And specifically what Acadian does in
 9   Ponchatoula, Louisiana for Louisiana.
10                   We have domestic and imported vendors.
11   We bring products in from all over the world, and we
12   have proprietary manufacturing agreements with countries
13   or manufacturers in countries such as China that bring a
14   product in that fits Louisiana's need.  And it is
15   different, you know.  It's, if you look at the box
16   stores, even their product line has changed from area to
17   area.  Walmarts and all of those, you can see Cajun
18   paddles; however, you won't see them in Montana.  So we
19   have specific needs for the people and the builders
20   here.
21                   We have our own in-house CAD-based
22   molding manufacturing system where we can duplicate a
23   molding if it's brought to us.  We also have
24   documented -- we have over 2,000 profiles in-house, and
25   we're able to pull from that 2,000-plus for as the
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 1   manufacturer is needed.  What that does is allows us to
 2   replicate molding if we're putting in a bid and we're
 3   going to produce something to repair the State Capitol
 4   and they need to match a molding.  If they're going to
 5   build and produce a cabinet or a table in a new building
 6   such as this, we have the specifications and ability to
 7   provide all of the products you're looking at that are
 8   wood related.
 9                   And most importantly, the home builders
10   and the contractors that come to see us, especially now
11   with the recent storm and the flood that we've all
12   experienced in South Louisiana, the ability to help
13   them, give them identity and a special product that is
14   cost effective and it gives them a value-added product
15   and improves their worth when they're building their own
16   home.
17                   The use of the funds will be primarily
18   and specifically for the increase of inventory to raise
19   the stock levels to approach the business that we know
20   we have out there before us.  It did not take into
21   consideration the impact of the flood.  That is
22   something that was separate and distinct, and I did not
23   include it in these growth papers.
24                   We will take advantage of certain new
25   markets, but most of what we do is what we've been doing
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 1   with the most efficient and most net profit at the end
 2   of the day.  I'll come right up there and say that the
 3   business goes up and down and it's not what it was four
 4   years ago, but Acadian has been more profitable.  We
 5   reached people early on, and we have -- our entire fleet
 6   is paid for.  All of our manufacturing equipment is set
 7   to run for another 20 years.  It has a long lifespan and
 8   it's well managed.  And the ability to increase
 9   manufacturing by 100 percent without another increase in
10   the manufacturing machinery and everything that
11   complicated, so that's 100 percent increase available.
12                   The flood impact.  The projections did
13   not include that you looked at.  Nineteen percent of our
14   customer base is in the same flood zone, and we've
15   already received advance orders.  We helped some that
16   are flooded.  We helped them recover some of their
17   products, and that was -- that took on water and helped
18   them salvage.  And we've supported them just like we did
19   through any of the other events that we've experienced
20   over the last 30 years.  This is the latest and
21   greatest, but it's huge.
22                   We plan on being there, and our
23   employees are Louisianans; they plan on manufacturing
24   and providing products and more of them to these people,
25   and it can be a benefit not only for the new employees
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 1   that we're putting on staff, but to the future customers
 2   that are in this area.
 3                   The jobs that we're putting on are not
 4   short-term jobs.  They're long-term jobs.  We plan on
 5   growing and exceeding those numbers.  It's not going to
 6   end when the rebuilding stops.  That's why this wasn't
 7   included.
 8                   At this point, if you have any
 9   questions, I sure would invite them.
10               MS. THAM:
11                   I'd like to ask, have you made any
12   plans -- well, first of all, what I'm hearing from
13   people who flooded is, "I'm only putting cypress back in
14   my house," and, you know, there are no cabinets
15   available.  So obviously you guys are going to try to
16   make use of that 100 percent increase in manufacturing.
17   Have you made plans for what you're going to do after
18   and it contracts back down, I mean, as far as how you're
19   going to gear up that fast and slow back down?  Is that
20   a concern?
21               MR. VALLOT:
22                   The proprietary manufacturing agreements
23   we have with some of the domestic plywood manufacturers
24   there's a railcar coming down right now that is going to
25   target the products that these people are using.  The
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 1   big difference between -- let's use Katrina as an
 2   example.  People rebuilt and they bought cabinets and
 3   they put them in and they looked pretty and substantial
 4   and they spent a lot of money on them.  Then when this
 5   flood comes that no one anticipated, these cabinets fall
 6   apart because the composition of this board is not the
 7   plywood.  It's not a veneer or plywood.  It doesn't even
 8   have moisture resistance.  It's a particle board or
 9   medium-density fiber board, things that cannot handle
10   the moisture.  And specifically use -- they have a great
11   lifespan and they have a fantastic purpose and they're
12   cost effective and they look good, they're durable, but
13   they're not water resistant in any shape or form.
14                   Two of the customers that brought solid
15   wood cabinets pulled their cabinets after the storm and
16   they took the cabinets out and set them outside, put
17   them on tables and they said they love their cabinets
18   more than anything they could replace and they're
19   putting those cabinets back.  Now, the granite tops
20   broke and they had to take them out and put in new
21   granite tops back in.  All of the people are rebuilding
22   that with that in mind.  The line of customers, that's
23   why I why I was telling you 19 percent, a lot of those
24   people call and say, "I need this veneer for Birch."  "I
25   need this veneer for oak," and "I need the lumber to go
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 1   with it."  We manufacture the molding products to go
 2   with species, so if you're building a set of oak
 3   cabinets -- and I just briefly touched on this because I
 4   didn't want to ramble, but if you're building a set of
 5   oak cabinets and you need oak crown molding and you need
 6   oak trim, we manufacture those products.  Those are the
 7   jobs vertical integration, which will increase the
 8   profit and a direct bottom line net profit.
 9                   So the products that people are
10   rebuilding with now are 100 percent different than what
11   they did in Katrina because of the knowledge in such a
12   short-term of what happened then and what's happening
13   now.  They're rebuilding with those products.  Our
14   advance orders are going up quite a bit.  That is not
15   going to be something that will last forever, but we
16   have other grown and we have other areas that we've
17   already targeted and we're approaching those as a
18   combination.
19               MS. THAM:
20                   What percentage of your wood products
21   are cypress?  Are you having trouble getting the
22   cypress?
23               MR. CANGELOSI:
24                   We have three primary suppliers that are
25   outside of the State of Louisiana, and we have a small,
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 1   less than three-percent, inside the State of Louisiana
 2   at this moment.  The ability -- the resource is there,
 3   but the ability to acquire it, as there's so much
 4   weather out there, that you have to work with that.  So
 5   our ability to supply and our gross sales on cypress is
 6   never more than 15 percent of our total business, but
 7   it's an identifying market because it's indigenous in
 8   Louisiana.
 9               MR. CAMPBELL:
10                   One question, are these the most current
11   balance sheet, back in July, in this loan package?
12               MR. PENNINGTON:
13                   Yeah.  I think the one is dated July the
14   31st, 2016.
15               MR. BAHAM:
16                   That's it.  That's the most current one
17   supplied to us, yes.
18               MR. CAMPBELL:
19                   What were you looking to -- I was kind
20   of looking at liquidity of the company.  What are you
21   planning to do to increase the liquidity?
22               MR. VALLOT:
23                   Well --
24               MR. DAMERON:
25                   That's one of the reasons we're here is
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 1   that I've watched Frank over many, many years and he's a
 2   constant entrepreneur and his business acumen has
 3   matured over the years.  He's had other ventures.  He's
 4   narrowed down to what he thinks or what he knows he can
 5   do the best, and that's dealing with the hardwoods.  He
 6   had some other ventures.  He got into manufacturing and
 7   sawmills a little bit, but this is a business that he
 8   understands, he knows.  He knows the marketplace; he
 9   knows the need.  He's consolidated down there's an
10   opportunity that's out there that he saw before the
11   flood, but he needed some capital resources, and that's
12   why he came to us.  He has another bank he deals with.
13   Frankly we're a smaller bank and we're not able to
14   handle his needs.  He said, "Would you look at this?"
15   And we said, "Sure."  So we're here for -- this is an
16   enhancement to the credit.  It doesn't make or break the
17   credit.  I think the loan-to-value ratio is we're going
18   to have about 3.6-million in collateral and we're
19   lending about 2.5, so we feel that we are conservative
20   in putting this together.
21                   He's on an eight-year amortization,
22   which he'll be able to pay out through sales and
23   increase in inventory if not quicker, and this will
24   build his financial capacity to go forward.  He does
25   have short-term liquidity, and that's whey we're here.
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 1               MR. CAMPBELL:
 2                   I just want to commend you on the
 3   management, the profitability of the company.  I just
 4   wanted to make sure that, you know, from a management,
 5   you're building liquidity over time because I think you
 6   very well, you know, with the flood opportunity here, so
 7   I just wanted to make sure we comment on that.
 8               MR. VALLOT:
 9                   Absolutely.  Thank you.
10               MR. ROY:
11                   Any other questions or comments?
12               (No response.)
13               MR. ROY:
14                   Comments from the public?
15               (No response.)
16               MR. ROY:
17                   Hearing none, I'll entertain a motion.
18               MR. ALDEN:
19                   I'll move for approval.
20               MR. ROY:
21                   Motion for approval as presented.
22               MS. MITCHELL:
23                   Second.
24               MR. VALLOT:
25                   Thank you.
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 1               MR. ROY:
 2                   Any other discussion?
 3               MR. VALLOT:
 4                   Another USL graduate here.
 5               MS. MITCHELL:
 6                   And, Mr. Vallot, my fiancé is from New
 7   Iberia, so I really like you.
 8               MR. VALLOT:
 9                   My father was born in Acadia and lived
10   in Port Sulphur.  He fought in WW2, the "big war" as
11   he's always said, and he wouldn't teach us the French
12   because of all of that he had gone through and he, you
13   know, it's something that he said, "If I had know one
14   day how cool it would be to be Cajun, I would have
15   taught you."  So thank you very much.  I appreciate it.
16               MS. MITCHELL:
17                   Good luck to you.
18               MR. ROY:
19                   I have a motion and a second.
20                   All in favor, "aye."
21               (Several members respond "aye.")
22               MR. ROY:
23                   All opposed, "nay."
24               (No response.)
25               MR. ROY:
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 1                   Without objection.  Congratulations.
 2   These are the kind of projects we love to see, true home
 3   projects helping people in Louisiana, so good luck to
 4   you.  Keep us posted on your success.  Thank y'all for
 5   coming.
 6               MR. PENNINGTON:
 7                   This is Mr. Gerard from Farmer's State
 8   Bank, and I have a handout.  I have a handout I passed
 9   to everyone with a current balance sheet as of August
10   31st if everyone I got that after we sent out the
11   package as well, so I want to make sure everyone got it.
12                   Basically what this business is, it's a
13   startup business called Hose Source, and I want to
14   mention as well, this is a brand new bank for our
15   program as well, Farmer's State, and I'm very happy to
16   have Mr. Arden here at the table with us presenting a
17   new loan.  Hopefully we can have more projects coming
18   through as well.
19                   This business is a startup hose
20   manufacturer.  They manufacture hoses in the oil and gas
21   business and other businesses where we have to have
22   hoses.  They manufacture both hydraulic and pneumatic
23   hoses.  And the owner, Mr. Credeur, has quite a bit of
24   experience in this business.  He started up a business
25   in 1994 called All Hose Specialty, and he ran it for
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 1   about 10 years and then he sold out to a larger company.
 2   And now he has -- went to work another company for a
 3   number of years and now he's back starting up a business
 4   again.
 5                   The loan that we're looking at today has
 6   two components.  It has a million-dollar permanent loan
 7   to purchase equipment, and it has $300,000 loan for
 8   revolving line of credit backed by receivables, so a
 9   total of 1.3-million, and the guaranty amount is 9.75,
10   $975,000.
11                   The collateral for the loan is going to
12   be the equipment purchase for the permanent loan as well
13   as the receivables worth $300,000 with a line of
14   revolving line of credit.  The equipment loan should be
15   amortized over 10 years with the remainder due in five,
16   and the first six months is going to be interest only.
17   And this loan is going to result in five new jobs.
18                   Like I said, the business owner has been
19   has private experience in this business.  He's already
20   put up $200,000 of his own money in the business to
21   start it and he has two other business partners that
22   will be taking out permanent loans to put in the
23   business as well.  So they're putting about $400,000
24   plus a little bit into this business to get started on.
25   The three owners have all worked in this field for
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 1   numerous years.
 2                   Staff recommends that the board approves
 3   this loan.  The loan guarantee not to exceed $975,000
 4   based on 75 percent of 1.3-million excluding the bank
 5   fees or finance costs from Louisiana Small Business
 6   Owner Guarantee Program.  LEDC will utilize SSBCI funds
 7   for the entirety of the term.  There will be a one
 8   percent guaranty fee charged for this loan.  Besides
 9   that, it's the standard contingencies that we normally
10   would have.
11                   With that, I'll let Mr. Gerard speak
12   about the loan.
13               MR. LABAT:
14                   Thank you, Christian, for inviting me
15   this morning, and I guess the good side of my customer
16   not being here is that he's out there drumming up
17   business.  All three of them are salesmen first, so
18   their company is taking off.  They opened up the branch
19   in Houma, and very soon, by the end of the year, they
20   will be opening up another location in Broussard.  So
21   these gentlemen, like Christian said, have been in the
22   business a long time and are very knowledgeable about
23   hoses.  In fact, I've got a little bit.  They gave me a
24   little, short presentation on how to make hoses under
25   pressure and all of this and crimping and all of that
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 1   kind of stuff.
 2                   So our bank, we've made SBA loans, USDA
 3   RD loans, B&I loans, FSA government guaranty loans.
 4   We're just getting into this guaranty program, and I'm
 5   very hopeful, like Christian said, that we'll have a
 6   long-term relationship.  So far, I've enjoyed working
 7   with Christian and learning a little bit about this
 8   program, but I'm very confident in this loan.  The main
 9   man, Toby Credeur, is putting up real estate for
10   collateral, and their inventory is going to turn because
11   they have a lot of contacts and a lot of projected sales
12   already just getting started, so...
13               MR. PENNINGTON:
14                   I wanted to mention that this company
15   has only been operating for a couple of months, and if
16   you look, they already have revenues of $993,000,
17   top-line revenue, and a gross income of $323,000, and
18   they started opening business in June, I believe, June
19   1st.  So they've already hit the ground running.  Being
20   in business for as long as Mr. Credeur has, he has the
21   contacts necessary to facilitate this loan.  And it's
22   going to result in five new jobs in which isn't a lot of
23   jobs, but it's important, you know.  And in small
24   businesses, I'm very confident in this one, and I'll
25   entertain any questions or any concerns.
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 1               MR. ROY:
 2                   Questions or comments?
 3               MS. MITCHELL:
 4                   I do have a question.  Just it's
 5   remarkable the progress the company has been able to
 6   make in a short period of time.  I just want hear from a
 7   representative from the bank.  Mr. Labat; is that right?
 8               MR. LABAT:
 9                   Labat.  My name does get turned around a
10   few ways.
11               MS. MITCHELL:
12                   I'm from your neck of the woods.  I know
13   how to pronounce it.
14               MR. LABAT:
15                   Some people say Gerald, but it's Gerard.
16                   I guess to give you a history of our
17   bank, Farmers State Bank, our main headquarter is in
18   Church Point, and we're mostly in Acadia area.  We do
19   get confused with Farmers and Merchant Bank out of
20   Breaux Bridge, so there is a difference there, but your
21   question.
22               MS. MITCHELL:
23                   I was just going to ask, clearly the
24   bank has done its due diligence, but if you could just
25   speak to the Hose Source customer base because the
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 1   perception is that the oil industry is in a downward
 2   spell, and so we just want to make sure that the company
 3   will be able to remain viable going forward.  So clearly
 4   you've done your due diligence, and if you can kind of
 5   speak to that.
 6               MR. LABAT:
 7                   Right.  And the company is diverse.  Oil
 8   is not the main -- I mean, it's part of it, but they do
 9   hoses for agriculture.  In fact, I had a son-in-law
10   that's a sugarcane farmer and he buys hoses for his
11   tractors all of the time.  The hoses that they provide
12   are all different sizes different, different pressures.
13   It's very diversified.  So, yeah, the oil field is
14   definitely a major component, but the company is very
15   spread out what they clearly provide to.
16                   These guys had a business before and
17   very successful, like Christian, said, so they have a
18   lot of oil customers that will come back to them.  They
19   had a noncompete clause moving from the old companies to
20   where they are now.  That's all -- legality-wise that's
21   all been ironed out, so we feel very confident.  We know
22   they're going to be very successful because of their
23   history and their track record.
24               MS. MITCHELL:
25                   Okay.  Thank you so much, and I didn't
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 1   even think about the fact that you're huge down in the
 2   Acadia area, so thank so much.
 3               MR. CAMPBELL:
 4                   I just have a question.  First I want to
 5   commend you for bringing this type of credit to LED.  It
 6   kind of shows your ability strike the deals.
 7                   Now, one question is what percentage, do
 8   you know, of the revenue is coming from the oil and gas
 9   versus the other percentage of the other streams do you
10   think?
11               MR. LABAT:
12                   I really didn't do those numbers, crunch
13   those numbers.  I could find that out for you.
14               MR. CAMPBELL:
15                   No, no.  I'm looking at the liquidity
16   here.  The standard history of the experience on the
17   owners is tremendous.
18                   Now, let me ask you this:  Why did you
19   choose LED versus SBA guaranty?  Easier process?
20               MR. LABAT:
21                   Well, I was contacted -- I work closely
22   with the UL Small Business Development Center in
23   Lafayette at the college.
24               MR. CAMPBELL:
25                   Is that Heidi Melancon?
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 1               MR. LABAT:
 2                   Heidi Melancon.
 3               MR. CAMPBELL:
 4                   Did she help you with the package?
 5               MR. LABAT:
 6                   Yes.  She helped to a degree, but our
 7   customer actually put his business plan together.
 8               MR. CAMPBELL:
 9                   Wow.
10               MR. LABAT:
11                   Because years ago, he felt that with UL,
12   with the other company, so he would -- you know, the UL
13   business plan is also a learning experience, and we
14   don't want them to do the plan for our customer.  We
15   want our customer -- it's his plant.  They just assist.
16   So our customer, he brought the whole plan.  It was one
17   that he put together under the UL Small Business
18   Development, and I think that this fellow's very good,
19   very intelligent and very knowledgeable.
20                   And, Christian, when you met him --
21               MR. PENNINGTON:
22                   Talked to him on the phone.
23               MR. LABAT:
24                   On the phone, yeah.
25                   And so, you know, I think that that's
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 1   how I came in to knowing this program, where I heard
 2   about it, and I started comparing it to SBA and USBA and
 3   FSA and all of the other ones.  I said, "This is just
 4   another tool in my toolbox that I can have access to."
 5   So I started looking at when I get the project, which
 6   one fits.  This one seemed to fit the best for this
 7   program, and I want to develop that relationship with
 8   Christian.  I'm hoping down the road that we can do some
 9   more.
10                   So, in fact, we met recently on a
11   perspective one in Lafayette just last week, I think it
12   was.
13               MR. PENNINGTON:
14                   Week before.
15               MR. LABAT:
16                   Yeah.  So we do have some more potential
17   projects that we can work on.
18               MR. CAMPBELL:
19                   Okay.
20               MR. PENNINGTON:
21                   I reach out to Farmers State and Mr.
22   Gerard, I want to say in March or so when I was doing my
23   marketing.  I tried to go out and hit as many banks I
24   possibly can and meet with them one-on-one and tell them
25   abut our program trying to get the word out there, and
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 1   that's how I first met Mr. Gerard.
 2               MS. THAM:
 3                   Looking at the financial statement, it's
 4   amazing the speed in which y'all have come up to that
 5   kind of sales number, and I see you're projecting a net
 6   profit for the year of $105,000.  Right now it's
 7   negative 80, and I'm assuming that -- you know, as the
 8   net profit, and I'm assuming that a lot of that has to
 9   do with startup costs and things, but have they taken an
10   effort to identify after this August balance sheet, are
11   they still projecting a profit; do you know?
12               MR. PENNINGTON:
13                   I'm not sure.  I know that
14   projections -- you're correct, they were projecting a
15   profit, and the reason why they are negative so far is
16   startup costs.  I know that's why they're $80,000 as it
17   is right now.  That's on a fiscal year basis, so it goes
18   from the 6th of 2016 to 6 of 2017, so it's just a
19   couple --
20               MS. THAM:
21                   About 10 months.
22               MR. PENNINGTON:
23                   Exactly, yeah.  So that's -- they
24   haven't been operating very long, so that's basically
25   what it is, yes, ma'am.
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 1               MS. THAM:
 2                   Well, the fact that they have a balance
 3   sheet together from 20 days ago means that they're
 4   keeping up with it, I believe.
 5               MR. PENNINGTON:
 6                   Absolutely, yes, ma'am.
 7               MS. THAM:
 8                   That analyze.  So that seems to be a big
 9   problem with startup companies is that they don't
10   realize they need to do that.
11               MR. PENNINGTON:
12                   Absolutely.  Most of the ones I see,
13   when I bring up financial statements, their eyes just
14   kind of glaze over and they don't -- a lot of times,
15   they don't understand what I'm asking for, really.
16               MS. THAM:
17                   It's hard to make good management
18   decisions if you don't have numbers.  The fact that
19   they're paying attention and putting numbers together
20   speaks well of them.
21               MR. ROY:
22                   Any other questions or comments?
23               (No response.)
24               MR ANDRE:
25                   Move for approval.
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 1               MR. ROY:
 2                   Motion for approval from Mr. Andre.
 3               MR. CAMPBELL:
 4                   I move for approval on this credit.
 5               MR. ROY:
 6                   Second by Mr. Campbell.
 7                   Any discussion by the public, comments?
 8               (No response.)
 9               MR. ROY:
10                   Any discussion -- any further discussion
11   by the Board?
12               (No response.)
13               MR. ROY:
14                   Hearing none, all in favor, "aye."
15               (Several members respond "aye.")
16               MR. ROY:
17                   All opposed, "nay."
18               (No response.)
19               MR. ROY:
20                   Congratulations.  Please tell the
21   gentleman we hope he was selling something and we look
22   forward to hearing about his success.
23               MR. LABAT:
24                   I would like to also thank you on behalf
25   of our bank president, Danny Domingue, and we look
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 1   forward to having a relationship in the future.
 2               MR. ROY:
 3                   This is great.  I think both of these
 4   banks, this is their first LEDC guaranty.  That's great.
 5   I commend the staff for bringing everybody to the table.
 6   We look forward to working with you.
 7               MS. MITCHELL:
 8                   Mr. Labat, do you know any Duplechain's
 9   in Church Point, tell them I said hello.  That's my
10   family.
11               MR. LABAT:
12                   I do know some.
13                   Thank you.
14               MR. ROY:
15                   All right.  Next order of business is
16   the Treasurer's report.  Ms. Villa.
17               MS. VILLA:
18                   Good morning.  This morning we have
19   actually two Secretary Treasurer's Reports.  We have a
20   final report for Fiscal Year '16, which is going to be
21   the first Secretary Treasurer's Report in your packet.
22   I'll start with the overview.
23                   Our '15-'16 budget in total was
24   16,181,766 and our balance is 12,218,891 prior to the
25   projects that we had currently in-house of 5,770,000,
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 1   which leaves us with a projected ending balance of
 2   6,448,891 across all programs, including the Financial
 3   Assistance Program, the State Small Business Credit
 4   Initiative and our Capital Outlay and EDAP and EDRED
 5   programs.
 6                   If you go to the next page, it shows in
 7   detail what we had for each of the units.  The first
 8   being the Financial Assistance Program where we ended up
 9   for the year on that program, it was $144,067.  For the
10   State Small Business Credit Initiative, we had a
11   beginning budget of $2,747,174, and we had approved
12   projects of 212,246, which left us with a balance of
13   2,390,861, and that's where we ended up the year for
14   State Small Business Credit Initiative.
15                   If you go down to the next page is our
16   EDAP and EDRED programs through our Capital Outlay, and
17   we had a budget between the two of 13,434,592, and we
18   had projects that were approved of 1,290 -- I'm sorry --
19   3,750,629, which left a balance of 9,683,963 between the
20   two programs.  And we had projects under review, as I
21   mentioned earlier, 5,770,000 broken out there.  You see
22   the project names that we still had under review, two of
23   which were brought to the Board this morning for
24   approval, which left a balance at the end of the year of
25   3,913,963.
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 1                   We wended up the year, as you can see,
 2   on the Fund Balance available for the year of
 3   18,933,298, and our expenses for the year total
 4   13,771,271, which left a balance available of
 5   $5,162,027.
 6                   If you go on to the Capital Outlay,
 7   which is the final page, we had a total fund balance
 8   available through Fiscal Year '16 of -- I'm sorry --
 9   with a budget of 5,210,000.  We actually ended with
10   654,679.
11                   So I'll start over with the Capital
12   Outlay Appropriation General Fund for FY '16, as I
13   mentioned, a fund balance 5,210,166, and our adjusted
14   fund balance is available through, which included the
15   additional periods of August 14, 2016, had adjusted fund
16   balance of 1,814,634.
17                   So we start out FY '17 Secretary
18   Treasurer's Report with a budget of 15,048,882, and we
19   have projects under review pending the Board of
20   2,646,250, which left a balance of 12,402,632.  And then
21   we had additional projects under review of 3,600,000,
22   which leaves a project yearend balance of $8,802,632.
23                   So going onto the detail of that, the
24   Financial Assistance Program budget for the year is
25   190,000.  We currently do not have any projects pending
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 1   approval or under review by the staff, so we project an
 2   ending balance of 190,000.
 3                   For the State Small Business Credit
 4   Initiative, our budget for FY '17 is 2,580,800 -- I'm
 5   sorry.  It's 2,390,861, and we had two projects that
 6   were brought to the Board today of 476,250, and that
 7   leaves a balance of $1,914,611.  And this is the program
 8   that, as you know, we have the remainder of through
 9   March of '17 to expand those loan guaranties for the
10   State Small Business Credit Initiative, and as Christian
11   has talked about, they've been marketing to try to get
12   those funds guaranties out the door prior to that time I
13   think.  So with that, we have a projected ending balance
14   right now of 1,914,611 for the State Small Business
15   Credit Initiative, and hopefully we'll get those loan
16   guaranties done prior to that time.
17                   Going on to the next page of the
18   Secretary Treasurer's Report, we have our Capital Outlay
19   Appropriation of 12,425,526.  The Board approved the two
20   projects this morning for Lotte Chemical and LACC of
21   2,170,000, which leaves a balance of 10,255,526.  We
22   have currently projects under review of 3,600,000, which
23   leaves a projected yearend balance of 6,655,5 26.
24                   We have Appropriated in HB2 for Capital
25   Outlay Funding for EDAP projects $10-million, of which
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 1   3-million is in Priority 2 and 7-million is Priority 5.
 2                   And our Capital Outlay Appropriation for
 3   the EDRED, we have a balance -- or a projected budget --
 4   sorry -- of $42,495, and we have expected that to be our
 5   expected ending balance as well.
 6                   And then when you go down to the last
 7   page, our projected Fund Balance Revenue is projected at
 8   $16,845,679, and our expenses are expected at
 9   $16,200,000.  That leaves us with a balance available of
10   654,679.
11                   Any questions?  I know that's a lot of
12   numbers.
13               MR. ROY:
14                   Questions, comments?
15               (No response.)
16               MR. ROY:
17                   How do you generally look at this past
18   fiscal year compared to what is approaching?
19               MS. VILLA:
20                   I think we did see an upcrease,
21   increase, an uptick and increase in our EDAP programs.
22   I know that's always -- or applicants, I should say.  I
23   know that's always been a concern that the Board has had
24   because we hadn't previously had a lot of projects
25   coming forth to the Board for approval.  I definitely
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 1   feel that, though, we've seen an increase.  We're
 2   bringing more to the Board now.  I think that from the
 3   state's perspective, we have to keep our eye on the ball
 4   from a cash management projection looking to see where
 5   those dollars are going to be expended because we have
 6   to go forth and get the appropriation or lines of credit
 7   for our Capital Outlay.  So I think that that's
 8   something that we're going to see, you know, more this
 9   year, especially as we have projects that come under
10   review and approval to the Board for EDAP.
11                   So we did have a cut in LED, as we
12   mentioned before, in our FY '17 budget that we're
13   currently in, in roughly, I think it was, about
14   $4.2-milion to LED, which was broken up between
15   FastStart, marketing communication and our regional
16   economic development appropriations that we give to
17   those organizations.  So we're continuing to monitor the
18   budget.  We've got Revenue Estimating Committee coming
19   up, I believe, October 21st, Mandi, if I'm not mistaken,
20   for revenue estimating.
21                   October 21st, does that sound like a
22   date?
23               MS. MITCHELL:
24                   I'm not sure.
25               MS. VILLA:
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 1                   October 20th.
 2                   So we have a revenue estimating that's
 3   going to be coming up in the next month, so it will be
 4   interesting to see what the estimates are at that time.
 5   Hopefully there's no further impacts to state agencies
 6   with that.
 7               MR. ROY:
 8                   Any comments from staff?  It probably
 9   will be a lot of opportunity for the LEDC program and
10   the flood area, a lot of those businesses, as everyone
11   knows, you buy business interruption, flood insurance,
12   et cetera, there's probably a lot of opportunity for the
13   program there.  Of course, it would be money put to good
14   use, so perhaps we can pick up some guaranties.
15               MS. VILLA:
16                   We have about six months left.
17                   So, Brenda, I don't know if you want to
18   comment to that.
19               MS. GUESS:
20                   One of the things that's taken place is
21   the Louisiana Public Facilities, LPFA, has also gone and
22   kind of surrendered or gathered some funds directed at
23   the flooding, and similar to what happened during
24   Katrina, that there were bridge loans that were made
25   available for small businesses at that time to serve in
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 1   a capacity to be that actual bridge until the insurance
 2   companies paid off the little small businesses.  We have
 3   seen an increase of phone activity from some of the
 4   affected areas, and I think as soon as people can get
 5   their housing needs back together, then the business
 6   needs will follow in.
 7                   I'd like to publicly take this
 8   opportunity to commend Christian, Steve and Shamelda,
 9   also Susan.  The staff has worked real hard over the
10   last few months.  We're approaching the time of the year
11   where our loan activity kind of slows down a little bit,
12   but we think we're seeing a lot of the fruits of the
13   labors that we've gone through over the last few months
14   starting to pay off.
15                   We are also realizing with SBA, one of
16   the banks said, you know, they're looking at us as
17   another tool in their toolbox, so we're going to be
18   exploring a lot of the opportunities.  And we plan to be
19   very busy between now and the end of year and through
20   March 30th of next year, which is when the program
21   sunsets.
22                   MR. ROY:
23                        We commend staff.  I know that
24   several of you were personally impacted by the flood, so
25   tough to concentrate on work sometimes when you have
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 1   such personal needs.
 2               MS. VILLA:
 3                   One thing I would like to add to what
 4   Brenda just said, and even I mentioned it, even though
 5   this program is sunsetting from the federal standpoint,
 6   that just means that from their standpoint, once we
 7   receive in these recycled funds, it no longer carries
 8   the federal constraints or requirements that we have
 9   with them, but this program is going to continue.  Our
10   loan guaranty programs will continue.  We'll continue to
11   use those resources that we were given from the federal
12   government to continue with our loan guaranty program so
13   we can service the needs of the community in that way.
14               MR. ROY:
15                   I think we'll hear more in a minute
16   about default, but our default rate is petty low; right,
17   so expect to get most of the money back?
18               MS. VILLA:
19                   Yes, sir.
20               MS. GUESS:
21                   Yes, sir.
22               MR. ROY:
23                   Very good.  Any other questions or
24   comments?
25               (No response.)
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 1               MR. ROY:
 2                   Hearing none, I'll entertain a motion to
 3   accept the Treasurer's Report.
 4               MS. THAM:
 5                   Move to accept.
 6               MR. ROY:
 7                   Motion.
 8               MR. ANDRE:
 9                   Second.
10               MR. ROY:
11                   Second.
12                   All in favor, "aye."
13               (Several members respond "aye.")
14               MR. ROY:
15                   All opposed, "nay."
16               (No response.)
17               MR. ROY:
18                   It's accepted.
19                   The Accountant's Report, Mr. Smith.
20                   Any comments from the public on that?
21               (No response.)
22               MR. ROY:
23                   Accountant's Report, Mr. Smith.
24               MR. SMITH:
25                   Morning.  Yes.  My job is to come and
0064
 1   tell you what's performing and what's not performing,
 2   and my report at this time will be similar to my report
 3   for the last, maybe, five years.
 4                   LED Status Report as of August 31st,
 5   2016, we have three loans on the books performing EDAP
 6   and EDLOPs for their loans.  They're all performing with
 7   a total of 768,469 as of end of August 31st, 2016.
 8                   In the old LEDC loan program, there's,
 9   right now, as we speak, one loan, Depot Drilling, the
10   balance of that loan they're paying down.  It's 164,516.
11   Of course, we have to have allowances set up for default
12   for the guaranty loans of 18 percent for EDLOP and EDAP
13   loans is 15 percent, which is standard.  That means that
14   none of those particular loans are headed toward default
15   or late.
16                   Total EDLOP, the total EDLOP balance, as
17   we said, is 768,146.  Fifteen percent of that is a
18   reserve, which is 115,270.  The old Loan Guaranty
19   Program is 164,516, 18 percent, 29,613 as of August
20   31st.
21                   Then we move to the SSBCI Guaranty Loan
22   portfolio.  As of August 31st, 2016, we have 22 current
23   loans, and I am, again, happy to report that there's no
24   one in default.  There's no one late as of August 31st.
25   And so you spoke about our default rate, I think we've
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 1   had one default since I've been here, and I've been
 2   here, what, almost nine years now?  And it's been so
 3   long I can't even remember what that was that defaulted,
 4   but it was an old loan in an old program.
 5                   And so that concludes my good news
 6   report, but I have in my hand, we're getting ready to
 7   embark upon the time of the year where the legislative
 8   auditors are coming in and visiting us for the next two
 9   to three months as usual, so maybe by the end of October
10   we would have our VP evaluations back and we can close
11   out June 31st and we'll be visited by the auditors and
12   we'll bet be getting back with you with our final
13   financial reports.  Hopefully sooner than January like
14   we did last year.  I think January or February.  I can't
15   remember.
16                   That concludes my report.
17               MR. ROY:
18                   Questions, comments?
19               (No response.)
20               MR. ROY:
21                   You said our formal is 14 or 15 percent
22   of the balance, the total reserve; is that what you
23   said?
24               MR. SMITH:
25                   No.  It was 18 percent for guaranty
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 1   loans, 15 percent for EDLOP and EDAP loans per board
 2   memorandum.
 3               MR. ROY:
 4                   Far above our historical losses.
 5               MR. SMITH:
 6                   Right.
 7               MR. ROY:
 8                   Okay.  Any other questions or comments?
 9               (No response.)
10               MR. ROY:
11                   Motion to accept the Accountant's
12   Report.
13               MS. THAM:
14                   Move to accept.
15               MR. ROY:
16                   Motion.
17               MS. MITCHELL:
18                   Second.
19               MR. ROY:
20                   Second.
21                   All in favor, "aye."
22               (Several members respond "aye.")
23               MR. ROY:
24                   All opposed, "nay."
25               (No response.)
0067
 1               MR. ROY:
 2                   Without objection.
 3                   Ms. Mitchell, President's Report.
 4               MS. MITCHELL:
 5                   Yes, sir.  Good morning, everyone.  Glad
 6   to be here to provide a report to you on behalf of
 7   Secretary Pierson, so thank you-all very much for being
 8   here today.
 9                   As you know, a lot has happened since we
10   last meet in April and we ended up having to cancel our
11   last meeting due to our attention can focus on flood
12   recovery, response and recovery, as well as many of our
13   own staff members unfortunately being affected by this
14   flood disaster, so we do thank you-all, fellow Board
15   members, for being flexible.
16                   In response to the flood disaster, LED
17   is sprang into action, and in conjunction with the Small
18   Business Administration and the Louisiana Small Business
19   Development Center Network, we have established
20   throughout the state eight business recovery centers
21   that are providing onsite services to businesses, small
22   businesses in particular, that have been impacted by the
23   flood.  We also established very early on an online
24   portal of business recovery resources.  We were, if not
25   the first, one of the first to do so to provide a
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 1   one-stop shop of information on resources available to
 2   businesses trying to get themselves back up and running
 3   after the flood.
 4                   We also worked with Economist Dek
 5   Terrell to develop an official economic impact report of
 6   the flood so that Governor Edwards had with him some
 7   official record of the damages and the economic impact
 8   of the flood as he and his team pursue appropriations,
 9   federal appropriations, from Congress to assist
10   Louisiana in flood recovery.
11                   So the estimated impact, not counting
12   any impact to public infrastructure, is around
13   $8.7-billion and about 3-billion of that hitting
14   Louisiana businesses on natural losses of inventory,
15   impacting their infrastructure and business
16   interruption.  So it was a significant event, and LED,
17   in addition to our day-to-day responsibilities, we are
18   continuing to do everything that we can to help our
19   businesses get back on their feet.
20                   And then within that number, which just
21   may be of interest to you, there's an estimated impact
22   of about $110-million to the agriculture sector, which
23   is critical to Louisiana, particularly rice and soybean
24   crops took a significant hit.  So there are about 900
25   businesses that were interrupted by the flooding that
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 1   began on August 11th and that continued for days, and we
 2   estimate, also, about 6,000 businesses in 22 different
 3   parishes actually were impacted in some way, shape or
 4   form by the flood.
 5                   Good news, if we want to project it,
 6   most of our major industries in the state remained open
 7   and continuing their operations successfully.  Our
 8   challenge remains, obviously, in restoring small
 9   businesses and helping residential repair housing
10   because the information that we provide with economic
11   impact actually translates both to the commercial impact
12   and to the residential impact.
13                   We also, we were working on launching an
14   innovative, new program to help small construction
15   companies build a solid foundation for their businesses
16   for growth and success through the Louisiana
17   Contractor's Accreditation Institute.  So that's going
18   to be conducted throughout October and November
19   throughout the state.  That will help small and emerging
20   construction companies learn the basics of the industry
21   and prepare for the state's licensing exam, and that's
22   going to be critical, even more so now, to get Louisiana
23   businesses back on their feet and give them the
24   knowledge and capacity to be able to help with the flood
25   recovery.
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 1                   Besides the focus on flood recovery, our
 2   team has been heavily focused on implementing the
 3   executive order issued on June 24th, 2016, which
 4   provided some significant reforms to the Industrial Tax
 5   Exemption Program, and our sister board, the Board of
 6   Commerce and Industry, is actually overseeing those
 7   changes to that program.  So what the Governor's
 8   executive order eventually did was two key things,
 9   provided a voice for local government as well as
10   accountability for program participants through job
11   creation.  And so we are focused very closely on
12   ensuring a smooth implementation of the executive order
13   so that companies and local governments and the state
14   can all work together to make sure that our program
15   remains competitive as one of 39 states that offer
16   industrial tax exemption.  And for the first time,
17   Louisiana will be in line with the other 38 states in
18   having local approval as part of the process.
19                   Just some notes.  We're also monitoring
20   the Task Force on Structural Change and Budget and Tax
21   Policy, which will soon be producing a report of
22   recommendations for the Governor and the legislature to
23   take a look at for the 2017 session as it pertains to
24   tax reform.  And that's why Louis Reine is absent today
25   because he also serves on that task force and their
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 1   meting is this morning as well.
 2                   Just some highlights on some good news
 3   that recently has come to LED.  Area Development has
 4   ranked Louisiana Number 5 in its Annual Top States For
 5   Doing Business Report.  We climbed three spots from last
 6   year.  We were ranked Number 8, and it's the higher
 7   ranking we've ever gotten from this publication.  And
 8   just a bit of background for you, this serves as one of
 9   the nation's top sites selection consultants weighing in
10   on their experiences in doing businesses in different
11   states around the country.
12                   Some other good news is that LED has
13   launched its first Diversity Committee for Small
14   Business Growth.  We have reaffirmed our longstanding
15   commitment to developing and advocating for woman and
16   minority-owned businesses throughout the state, so we
17   have a really good cross section of organizations that
18   promotes those goals as part of our Diversity Committee.
19   They've already held their first meeting and they will
20   continue to meet not only in Baton Rouge, but throughout
21   the state and get input on what the state can be doing
22   to help support those businesses.
23                   So it's been a brisk Summer for LED, to
24   say the least, and we expect that pace to continue
25   throughout the Fall, but we do thank y'all for your
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 1   service on the Board and thanks for working with the
 2   department.
 3               MR. ROY:
 4                   Thank you Ms. Mitchell.
 5                   Any other business?
 6               (No response.)
 7               MR. ROY:
 8                   Hearing none, I'll entertain a motion to
 9   adjourn.
10               MR. ANDRE:
11                   So moved.
12               MS. THAM:
13                   Second.
14               MR. ROY:
15                   Motion and second.
16               (Meeting concludes at 11:05 a.m.)
17
18
19
20
21
22
23
24
25
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 1   REPORTER'S CERTIFICATE:
 2               I, ELICIA H. WOODWORTH, Certified Court
 3   Reporter in and for the State of Louisiana, as the
 4   officer before whom this meeting for the Board of
 5   Directors of the Louisiana Economic Development
 6   Corporation, do hereby certify that this meeting was
 7   reported by me in the stenotype reporting method, was
 8   prepared and transcribed by me or under my personal
 9   direction and supervision, and is a true and correct
10   transcript to the best of my ability and understanding;
11
12               That the transcript has been prepared in
13   compliance with transcript format required by statute or
14   by rules of the board, that I have acted in compliance
15   with the prohibition on contractual relationships, as
16   defined by Louisiana Code of Civil Procedure Article
17   1434 and in rules and advisory opinions of the board;
18               That I am not related to counsel or to the
19   parties herein, nor am I otherwise interested in the
20   outcome of this matter.
21
     Dated this 26th day of October, 2016.
22
23                               ___________________________
24                                 ELICIA H. WOODWORTH, CCR
25                                 CERTIFIED COURT REPORTER
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			993									LN			38			22			false			22               MR. VALLOT:						false


			994									LN			38			23			false			23                   Well --						false


			995									LN			38			24			false			24               MR. DAMERON:						false


			996									LN			38			25			false			25                   That's one of the reasons we're here is						false


			997									PG			39			0			false			page 39						false


			998									LN			39			1			false			 1   that I've watched Frank over many, many years and he's a						false


			999									LN			39			2			false			 2   constant entrepreneur and his business acumen has						false


			1000									LN			39			3			false			 3   matured over the years.  He's had other ventures.  He's						false


			1001									LN			39			4			false			 4   narrowed down to what he thinks or what he knows he can						false


			1002									LN			39			5			false			 5   do the best, and that's dealing with the hardwoods.  He						false


			1003									LN			39			6			false			 6   had some other ventures.  He got into manufacturing and						false


			1004									LN			39			7			false			 7   sawmills a little bit, but this is a business that he						false


			1005									LN			39			8			false			 8   understands, he knows.  He knows the marketplace; he						false


			1006									LN			39			9			false			 9   knows the need.  He's consolidated down there's an						false


			1007									LN			39			10			false			10   opportunity that's out there that he saw before the						false


			1008									LN			39			11			false			11   flood, but he needed some capital resources, and that's						false


			1009									LN			39			12			false			12   why he came to us.  He has another bank he deals with.						false


			1010									LN			39			13			false			13   Frankly we're a smaller bank and we're not able to						false


			1011									LN			39			14			false			14   handle his needs.  He said, "Would you look at this?"						false


			1012									LN			39			15			false			15   And we said, "Sure."  So we're here for -- this is an						false


			1013									LN			39			16			false			16   enhancement to the credit.  It doesn't make or break the						false


			1014									LN			39			17			false			17   credit.  I think the loan-to-value ratio is we're going						false


			1015									LN			39			18			false			18   to have about 3.6-million in collateral and we're						false


			1016									LN			39			19			false			19   lending about 2.5, so we feel that we are conservative						false


			1017									LN			39			20			false			20   in putting this together.						false


			1018									LN			39			21			false			21                   He's on an eight-year amortization,						false


			1019									LN			39			22			false			22   which he'll be able to pay out through sales and						false


			1020									LN			39			23			false			23   increase in inventory if not quicker, and this will						false


			1021									LN			39			24			false			24   build his financial capacity to go forward.  He does						false


			1022									LN			39			25			false			25   have short-term liquidity, and that's whey we're here.						false
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			1024									LN			40			1			false			 1               MR. CAMPBELL:						false


			1025									LN			40			2			false			 2                   I just want to commend you on the						false


			1026									LN			40			3			false			 3   management, the profitability of the company.  I just						false


			1027									LN			40			4			false			 4   wanted to make sure that, you know, from a management,						false


			1028									LN			40			5			false			 5   you're building liquidity over time because I think you						false


			1029									LN			40			6			false			 6   very well, you know, with the flood opportunity here, so						false


			1030									LN			40			7			false			 7   I just wanted to make sure we comment on that.						false


			1031									LN			40			8			false			 8               MR. VALLOT:						false


			1032									LN			40			9			false			 9                   Absolutely.  Thank you.						false


			1033									LN			40			10			false			10               MR. ROY:						false


			1034									LN			40			11			false			11                   Any other questions or comments?						false


			1035									LN			40			12			false			12               (No response.)						false


			1036									LN			40			13			false			13               MR. ROY:						false


			1037									LN			40			14			false			14                   Comments from the public?						false


			1038									LN			40			15			false			15               (No response.)						false


			1039									LN			40			16			false			16               MR. ROY:						false


			1040									LN			40			17			false			17                   Hearing none, I'll entertain a motion.						false


			1041									LN			40			18			false			18               MR. ALDEN:						false


			1042									LN			40			19			false			19                   I'll move for approval.						false


			1043									LN			40			20			false			20               MR. ROY:						false


			1044									LN			40			21			false			21                   Motion for approval as presented.						false


			1045									LN			40			22			false			22               MS. MITCHELL:						false


			1046									LN			40			23			false			23                   Second.						false


			1047									LN			40			24			false			24               MR. VALLOT:						false


			1048									LN			40			25			false			25                   Thank you.						false
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			1050									LN			41			1			false			 1               MR. ROY:						false


			1051									LN			41			2			false			 2                   Any other discussion?						false


			1052									LN			41			3			false			 3               MR. VALLOT:						false


			1053									LN			41			4			false			 4                   Another USL graduate here.						false


			1054									LN			41			5			false			 5               MS. MITCHELL:						false


			1055									LN			41			6			false			 6                   And, Mr. Vallot, my fianc� is from New						false


			1056									LN			41			7			false			 7   Iberia, so I really like you.						false


			1057									LN			41			8			false			 8               MR. VALLOT:						false


			1058									LN			41			9			false			 9                   My father was born in Acadia and lived						false


			1059									LN			41			10			false			10   in Port Sulphur.  He fought in WW2, the "big war" as						false


			1060									LN			41			11			false			11   he's always said, and he wouldn't teach us the French						false


			1061									LN			41			12			false			12   because of all of that he had gone through and he, you						false


			1062									LN			41			13			false			13   know, it's something that he said, "If I had know one						false


			1063									LN			41			14			false			14   day how cool it would be to be Cajun, I would have						false


			1064									LN			41			15			false			15   taught you."  So thank you very much.  I appreciate it.						false


			1065									LN			41			16			false			16               MS. MITCHELL:						false


			1066									LN			41			17			false			17                   Good luck to you.						false


			1067									LN			41			18			false			18               MR. ROY:						false


			1068									LN			41			19			false			19                   I have a motion and a second.						false


			1069									LN			41			20			false			20                   All in favor, "aye."						false


			1070									LN			41			21			false			21               (Several members respond "aye.")						false


			1071									LN			41			22			false			22               MR. ROY:						false


			1072									LN			41			23			false			23                   All opposed, "nay."						false


			1073									LN			41			24			false			24               (No response.)						false


			1074									LN			41			25			false			25               MR. ROY:						false
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			1076									LN			42			1			false			 1                   Without objection.  Congratulations.						false


			1077									LN			42			2			false			 2   These are the kind of projects we love to see, true home						false


			1078									LN			42			3			false			 3   projects helping people in Louisiana, so good luck to						false


			1079									LN			42			4			false			 4   you.  Keep us posted on your success.  Thank y'all for						false


			1080									LN			42			5			false			 5   coming.						false


			1081									LN			42			6			false			 6               MR. PENNINGTON:						false


			1082									LN			42			7			false			 7                   This is Mr. Gerard from Farmer's State						false


			1083									LN			42			8			false			 8   Bank, and I have a handout.  I have a handout I passed						false


			1084									LN			42			9			false			 9   to everyone with a current balance sheet as of August						false


			1085									LN			42			10			false			10   31st if everyone I got that after we sent out the						false


			1086									LN			42			11			false			11   package as well, so I want to make sure everyone got it.						false


			1087									LN			42			12			false			12                   Basically what this business is, it's a						false


			1088									LN			42			13			false			13   startup business called Hose Source, and I want to						false


			1089									LN			42			14			false			14   mention as well, this is a brand new bank for our						false


			1090									LN			42			15			false			15   program as well, Farmer's State, and I'm very happy to						false


			1091									LN			42			16			false			16   have Mr. Arden here at the table with us presenting a						false


			1092									LN			42			17			false			17   new loan.  Hopefully we can have more projects coming						false


			1093									LN			42			18			false			18   through as well.						false


			1094									LN			42			19			false			19                   This business is a startup hose						false


			1095									LN			42			20			false			20   manufacturer.  They manufacture hoses in the oil and gas						false


			1096									LN			42			21			false			21   business and other businesses where we have to have						false


			1097									LN			42			22			false			22   hoses.  They manufacture both hydraulic and pneumatic						false


			1098									LN			42			23			false			23   hoses.  And the owner, Mr. Credeur, has quite a bit of						false


			1099									LN			42			24			false			24   experience in this business.  He started up a business						false


			1100									LN			42			25			false			25   in 1994 called All Hose Specialty, and he ran it for						false


			1101									PG			43			0			false			page 43						false


			1102									LN			43			1			false			 1   about 10 years and then he sold out to a larger company.						false


			1103									LN			43			2			false			 2   And now he has -- went to work another company for a						false


			1104									LN			43			3			false			 3   number of years and now he's back starting up a business						false


			1105									LN			43			4			false			 4   again.						false


			1106									LN			43			5			false			 5                   The loan that we're looking at today has						false


			1107									LN			43			6			false			 6   two components.  It has a million-dollar permanent loan						false


			1108									LN			43			7			false			 7   to purchase equipment, and it has $300,000 loan for						false


			1109									LN			43			8			false			 8   revolving line of credit backed by receivables, so a						false


			1110									LN			43			9			false			 9   total of 1.3-million, and the guaranty amount is 9.75,						false


			1111									LN			43			10			false			10   $975,000.						false


			1112									LN			43			11			false			11                   The collateral for the loan is going to						false


			1113									LN			43			12			false			12   be the equipment purchase for the permanent loan as well						false


			1114									LN			43			13			false			13   as the receivables worth $300,000 with a line of						false


			1115									LN			43			14			false			14   revolving line of credit.  The equipment loan should be						false


			1116									LN			43			15			false			15   amortized over 10 years with the remainder due in five,						false


			1117									LN			43			16			false			16   and the first six months is going to be interest only.						false


			1118									LN			43			17			false			17   And this loan is going to result in five new jobs.						false


			1119									LN			43			18			false			18                   Like I said, the business owner has been						false


			1120									LN			43			19			false			19   has private experience in this business.  He's already						false


			1121									LN			43			20			false			20   put up $200,000 of his own money in the business to						false


			1122									LN			43			21			false			21   start it and he has two other business partners that						false


			1123									LN			43			22			false			22   will be taking out permanent loans to put in the						false


			1124									LN			43			23			false			23   business as well.  So they're putting about $400,000						false


			1125									LN			43			24			false			24   plus a little bit into this business to get started on.						false


			1126									LN			43			25			false			25   The three owners have all worked in this field for						false


			1127									PG			44			0			false			page 44						false


			1128									LN			44			1			false			 1   numerous years.						false


			1129									LN			44			2			false			 2                   Staff recommends that the board approves						false


			1130									LN			44			3			false			 3   this loan.  The loan guarantee not to exceed $975,000						false


			1131									LN			44			4			false			 4   based on 75 percent of 1.3-million excluding the bank						false


			1132									LN			44			5			false			 5   fees or finance costs from Louisiana Small Business						false


			1133									LN			44			6			false			 6   Owner Guarantee Program.  LEDC will utilize SSBCI funds						false


			1134									LN			44			7			false			 7   for the entirety of the term.  There will be a one						false


			1135									LN			44			8			false			 8   percent guaranty fee charged for this loan.  Besides						false


			1136									LN			44			9			false			 9   that, it's the standard contingencies that we normally						false


			1137									LN			44			10			false			10   would have.						false


			1138									LN			44			11			false			11                   With that, I'll let Mr. Gerard speak						false


			1139									LN			44			12			false			12   about the loan.						false


			1140									LN			44			13			false			13               MR. LABAT:						false


			1141									LN			44			14			false			14                   Thank you, Christian, for inviting me						false


			1142									LN			44			15			false			15   this morning, and I guess the good side of my customer						false


			1143									LN			44			16			false			16   not being here is that he's out there drumming up						false


			1144									LN			44			17			false			17   business.  All three of them are salesmen first, so						false


			1145									LN			44			18			false			18   their company is taking off.  They opened up the branch						false


			1146									LN			44			19			false			19   in Houma, and very soon, by the end of the year, they						false


			1147									LN			44			20			false			20   will be opening up another location in Broussard.  So						false


			1148									LN			44			21			false			21   these gentlemen, like Christian said, have been in the						false


			1149									LN			44			22			false			22   business a long time and are very knowledgeable about						false


			1150									LN			44			23			false			23   hoses.  In fact, I've got a little bit.  They gave me a						false


			1151									LN			44			24			false			24   little, short presentation on how to make hoses under						false


			1152									LN			44			25			false			25   pressure and all of this and crimping and all of that						false


			1153									PG			45			0			false			page 45						false


			1154									LN			45			1			false			 1   kind of stuff.						false


			1155									LN			45			2			false			 2                   So our bank, we've made SBA loans, USDA						false


			1156									LN			45			3			false			 3   RD loans, B&I loans, FSA government guaranty loans.						false


			1157									LN			45			4			false			 4   We're just getting into this guaranty program, and I'm						false


			1158									LN			45			5			false			 5   very hopeful, like Christian said, that we'll have a						false


			1159									LN			45			6			false			 6   long-term relationship.  So far, I've enjoyed working						false


			1160									LN			45			7			false			 7   with Christian and learning a little bit about this						false


			1161									LN			45			8			false			 8   program, but I'm very confident in this loan.  The main						false


			1162									LN			45			9			false			 9   man, Toby Credeur, is putting up real estate for						false


			1163									LN			45			10			false			10   collateral, and their inventory is going to turn because						false


			1164									LN			45			11			false			11   they have a lot of contacts and a lot of projected sales						false


			1165									LN			45			12			false			12   already just getting started, so...						false


			1166									LN			45			13			false			13               MR. PENNINGTON:						false


			1167									LN			45			14			false			14                   I wanted to mention that this company						false


			1168									LN			45			15			false			15   has only been operating for a couple of months, and if						false


			1169									LN			45			16			false			16   you look, they already have revenues of $993,000,						false


			1170									LN			45			17			false			17   top-line revenue, and a gross income of $323,000, and						false


			1171									LN			45			18			false			18   they started opening business in June, I believe, June						false


			1172									LN			45			19			false			19   1st.  So they've already hit the ground running.  Being						false


			1173									LN			45			20			false			20   in business for as long as Mr. Credeur has, he has the						false


			1174									LN			45			21			false			21   contacts necessary to facilitate this loan.  And it's						false


			1175									LN			45			22			false			22   going to result in five new jobs in which isn't a lot of						false


			1176									LN			45			23			false			23   jobs, but it's important, you know.  And in small						false


			1177									LN			45			24			false			24   businesses, I'm very confident in this one, and I'll						false


			1178									LN			45			25			false			25   entertain any questions or any concerns.						false


			1179									PG			46			0			false			page 46						false


			1180									LN			46			1			false			 1               MR. ROY:						false


			1181									LN			46			2			false			 2                   Questions or comments?						false


			1182									LN			46			3			false			 3               MS. MITCHELL:						false


			1183									LN			46			4			false			 4                   I do have a question.  Just it's						false


			1184									LN			46			5			false			 5   remarkable the progress the company has been able to						false


			1185									LN			46			6			false			 6   make in a short period of time.  I just want hear from a						false


			1186									LN			46			7			false			 7   representative from the bank.  Mr. Labat; is that right?						false


			1187									LN			46			8			false			 8               MR. LABAT:						false


			1188									LN			46			9			false			 9                   Labat.  My name does get turned around a						false


			1189									LN			46			10			false			10   few ways.						false


			1190									LN			46			11			false			11               MS. MITCHELL:						false


			1191									LN			46			12			false			12                   I'm from your neck of the woods.  I know						false


			1192									LN			46			13			false			13   how to pronounce it.						false


			1193									LN			46			14			false			14               MR. LABAT:						false


			1194									LN			46			15			false			15                   Some people say Gerald, but it's Gerard.						false


			1195									LN			46			16			false			16                   I guess to give you a history of our						false


			1196									LN			46			17			false			17   bank, Farmers State Bank, our main headquarter is in						false


			1197									LN			46			18			false			18   Church Point, and we're mostly in Acadia area.  We do						false


			1198									LN			46			19			false			19   get confused with Farmers and Merchant Bank out of						false


			1199									LN			46			20			false			20   Breaux Bridge, so there is a difference there, but your						false


			1200									LN			46			21			false			21   question.						false


			1201									LN			46			22			false			22               MS. MITCHELL:						false


			1202									LN			46			23			false			23                   I was just going to ask, clearly the						false


			1203									LN			46			24			false			24   bank has done its due diligence, but if you could just						false


			1204									LN			46			25			false			25   speak to the Hose Source customer base because the						false


			1205									PG			47			0			false			page 47						false


			1206									LN			47			1			false			 1   perception is that the oil industry is in a downward						false


			1207									LN			47			2			false			 2   spell, and so we just want to make sure that the company						false


			1208									LN			47			3			false			 3   will be able to remain viable going forward.  So clearly						false


			1209									LN			47			4			false			 4   you've done your due diligence, and if you can kind of						false


			1210									LN			47			5			false			 5   speak to that.						false


			1211									LN			47			6			false			 6               MR. LABAT:						false


			1212									LN			47			7			false			 7                   Right.  And the company is diverse.  Oil						false


			1213									LN			47			8			false			 8   is not the main -- I mean, it's part of it, but they do						false


			1214									LN			47			9			false			 9   hoses for agriculture.  In fact, I had a son-in-law						false


			1215									LN			47			10			false			10   that's a sugarcane farmer and he buys hoses for his						false


			1216									LN			47			11			false			11   tractors all of the time.  The hoses that they provide						false


			1217									LN			47			12			false			12   are all different sizes different, different pressures.						false


			1218									LN			47			13			false			13   It's very diversified.  So, yeah, the oil field is						false


			1219									LN			47			14			false			14   definitely a major component, but the company is very						false


			1220									LN			47			15			false			15   spread out what they clearly provide to.						false


			1221									LN			47			16			false			16                   These guys had a business before and						false


			1222									LN			47			17			false			17   very successful, like Christian, said, so they have a						false


			1223									LN			47			18			false			18   lot of oil customers that will come back to them.  They						false


			1224									LN			47			19			false			19   had a noncompete clause moving from the old companies to						false


			1225									LN			47			20			false			20   where they are now.  That's all -- legality-wise that's						false


			1226									LN			47			21			false			21   all been ironed out, so we feel very confident.  We know						false


			1227									LN			47			22			false			22   they're going to be very successful because of their						false


			1228									LN			47			23			false			23   history and their track record.						false


			1229									LN			47			24			false			24               MS. MITCHELL:						false
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 1               MR. ROY:
 2                   Good morning.  If everyone will have a
 3   seat, we'll get started.  Glad to know even the
 4   government can say let there be light, and there's
 5   light.
 6                   Call to order the Board of Directors of
 7   the Louisiana Economic Development Corporation.
 8                   Rollcall, please
 9               MS. SORREL:
10                   A.J. Roy.
11               MR. ROY:
12                   Here.
13               MS. SORREL:
14                   Alden Andre.
15               MR. ANDRE:
16                   Here.
17               MS. SORREL:
18                   Louis Reine.
19               (No response.)
20               MS. SORREL:
21                   Susan Tham.
22               MS. THAM:
23                   Here.
24               MS. SORREL:
25                   Mandi Mitchell.
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 1               MS. MITCHELL:
 2                   Here.
 3               MS. SORREL:
 4                   Cal Simpson.
 5               (No response.)
 6               MS. SORREL:
 7                   Nitin Kamath.
 8               MR. KAMATH:
 9                   Here.
10               MS. SORREL:
11                   Will Campbell.
12               MR. CAMPBELL:
13                   Here.
14               MS. SORREL:
15                   We have a quorum.
16               MR. ROY:
17                   Very good.  I'll ask everyone to please
18   silence their cell phones.
19                   Before we go any further, it is my
20   privilege to introduce our new board member, Mr. Will
21   Campbell to my left.
22                   Mr. Campbell, welcome.  Glad you could
23   join us.  We look forward to serving with you.  Perhaps
24   you'd like to say a few words.
25               MR. CAMBELL:
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 1                   Good morning to everybody.  Just glad to
 2   be a part of the Board here.
 3                   Just to give you a little bit about my
 4   background, I'm from a little town called Lucedale
 5   Mississippi, graduated from University of South Alabama
 6   with my undergrad degree.  I got my master's from
 7   Liberty University in Lynchburg.  Spent about 17 years
 8   in the military; retired out in 2003 as a captain.  I've
 9   been in banking about 20-something years.  I worked for
10   Wells Fargo, Capital Bank.  I was an SBA man for a
11   number of years.  Now I'm VP of Commercial Services for
12   Ascension Federal Credit Union.
13                   I love coaching home school basketball,
14   and wife and three beautiful children, and, you know,
15   she's the boss of the house, so...
16               Just glad to be here and part of the Board
17   in any way we can assist.  Thank you.
18               MR. ROY:
19                   Thank you.
20                   The first order of business is the
21   approval of the April 15th minutes.
22               MS. MITCHELL:
23                   Move to approve.
24               MR. ROY:
25                   Motion to approve as presented.
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 1               MR. ANDRE:
 2                   Second.
 3               MR. ROY:
 4                   Second.
 5                   Any discussion?
 6               (No response.)
 7               MR. ROY:
 8                   Hearing none, all in favor, "aye."
 9               (Several members respond "aye.")
10               MR. ROY:
11                   All opposed, "nay."
12               (No response.)
13               MR. ROY:
14                   Without objection.
15                   Next order of business, the inhouse
16   approvals, Small Business Local Guaranty Program.  Who's
17   going to give us an update on that?
18               MR. BAHAM:
19                   I'll be happy to give you a quick update
20   on this loan.  We did this one back in June, earlier in
21   this year.  This was done by Ms. Shamelda Pete, one of
22   our loan officers, who's unable to attend today.  This
23   one being considered is True Fund Financial Services out
24   of New Orleans for Gulf South Engineering and Testing.
25   They specialize in engineering and soil testing.  The
0007
 1   company's been around since 2011.  They were mainly
 2   looking for a new loan for additional trucks.  They
 3   currently have a staff of 18 employees, which they were
 4   planning on a hiring minimum of two new jobs.  The main
 5   reason they were acquiring these vehicles is they have a
 6   contract with the expansion of New Orleans Airport to do
 7   a lot of the groundwork involved with the new runways
 8   and terminals.
 9                   Very good business.  Been around for,
10   like I said, since 2011.  They're growing fairly strong.
11   We actually picked this one up after having meetings
12   earlier this year at the Bankers Conference in New
13   Orleans.  We met with True Fund after the conference and
14   kind of went through the loan, and Shamelda piked it up
15   and knocked it out of the park with this one.
16               MR. ROY:
17                   Very good.  Any questions or comments
18   from the Board?
19               (No response.)
20               MR. ROY:
21                   This is approved.  This is just by way
22   of information for everyone.
23                   Thank you.
24                   Next order of business is under the EDAP
25   Program, Lotte Chemical Louisiana, LLC, and, for the
0008
 1   record, Mr. Andre is going to recuse himself.  He feels
 2   that he should do so.
 3                   Steve.
 4                   Morning.
 5               MR. ROCK:
 6                   Good morning.
 7               MR. BAHAM:
 8                   With me today for the first EDAP request
 9   that we have for Lotte Chemical is Mr. Jim Rock, who is
10   right here to my left, and the consultant for the
11   project, Mr. Jesse Broderick.
12                   This EDAP is an unsponsored EDAP award
13   for payroll credit in the amount requested of
14   $1,470,000.
15                   Lotte Chemical of Louisiana, LLC is a
16   wholly-owned subsidiary of Lotte Chemical USA
17   Corporation.  They have been around since 1976.  They
18   continue to grow by successfully expanding their
19   business operations through vertical immigration of both
20   its raw material extraction and also production of new
21   products.  They're a global company.  They sell to
22   companies, other companies around the world, and
23   approximately 152 countries and growing.
24                   Their most recent expansion, which this
25   EDAP request is for, is for a new -- bare with me.  I'm
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 1   not familiar with these terms -- 700 kiloton per annum
 2   or 1.5-billion pounds per year of monoethylene glycol
 3   plant in Westlake, Louisiana, which is in Calcasieu
 4   Parish.  The new plant will be fully integrated with our
 5   next EDAP request for the newly-formed joint venture of
 6   LACC, LLC, which that is proposing a 1,000 kiloton per
 7   annum or 2.2-billion pounds per year ethenol cracker.
 8                   The proposed monoethylene glycol plant
 9   or MEG has the capacity to produce products to be
10   distributed to customers throughout primarily US, Europe
11   and Asia, and once it's completed and fully operational,
12   this will be the largest MEG plant of the kind in the
13   US.
14                   As I said, the EDAP request is for
15   $1,470,000.  We will be assisting with infrastructure
16   and improvements.  Primarily we're looking at road
17   upgrades and associated activities with the
18   infrastructure.
19                   Lotte Chemical will provide the state
20   with either a first position mortgage or equivalent
21   because it is an unsponsored, so it's all owned by
22   private property.  The total project is approximately
23   $1.1-billion.  It would be the infrastructure
24   improvement of 1.47-billion.  It is .14 percent of the
25   overall project budget.  The rest of it will be financed
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 1   primarily through the company itself.
 2                   Job performance goals that the company
 3   has agreed to is to create and maintain 80 new jobs at
 4   an annual payroll of 8.1-million to be reached by 2022.
 5   And just for comparison purposes, Calcasieu Parish's
 6   unemployment rate in July 2016 is 5.5 percent as
 7   compared to the state rate of 6.9 percent for the same
 8   time period, and the per capita income of Calcasieu
 9   Parish in 2014 was just over $40,000 compared to the
10   state per capita of $42,000.
11                   Staff recommends approval of this
12   project as an unsponsored EDAP payroll credit award with
13   our basic contingencies that we normally have.  The
14   company has agreed to create those 80 jobs and maintain
15   them through the life of the EDAP project with the
16   associated payroll of 8.1-million through 2022.
17   Additionally, the total capital investment by Lotte
18   Chemical and the Westlake facility will be invested by
19   the company at a rate of 1.1-billion to be hit by May
20   1st, 2018.
21                   And with that, I'm going to turn it over
22   to Mr. Rock and Mr. Broderick as they have a little bit
23   more information about the company and give you a little
24   bit more detail about the activities that are taking
25   place in Westlake.
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 1               MR. ROCK:
 2                   Thanks, Steven.
 3                   I'm Jim Rock.  I'm the executive
 4   director of the site for Lotte Chemical, USA, which has
 5   ownership of both LACC and LCLA.  They own 100 percent
 6   of LCLA, which is Lotte Chemical of Louisiana, and they
 7   own 90 percent of LACC, which is located at Axiall
 8   Corporation.  And the investment for LACC is a
 9   1.9-billion.  For LCLA, it's 1.1-billion for a total of
10   $3-billion.
11                   And one thing I'll start out by saying,
12   I've heard it pronounced Lotte, Lotte, and Lotte, and
13   it's actually Lotte.
14               MS. MITCHELL:
15                   Thanks for that correction.  That was
16   going to be my question.
17               MR. ROCK:
18                   They're headquartered in South Korea.
19   It's a very large corporation, very integrated
20   corporation that has a lot of retail products of
21   beverages, foods, hotels, hotels in New York City and
22   around the world.  They've got total of 200,000
23   employees worldwide, including about 70,000 in Korea and
24   South Korea, and elsewhere in the world.  The investment
25   represents not only the largest MEG plant in the US, by
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 1   far the largest investment that Lotte has.  Prior to
 2   this investment, we had about a 303-employee facility
 3   just outside of Hyundai manufacturing plant in Southeast
 4   Alabama, so this is a big investment for Lotte, a big
 5   investment for -- a foreign investment for the State of
 6   Louisiana and we're glad to pick Louisiana because of
 7   the workforce, because of the -- deepwater ports, also
 8   the Lake Charles plant and also the integration with the
 9   what used to be BP industries and it became Axiall and a
10   couple weeks ago became part of the Westlake Chemical.
11               MR. ROY:
12                   Any questions or comments?
13               MS. MITCHELL:
14                   Mandi Mitchell, Assistant Secretary.
15   Thank y'all for being here today.
16                   I was just looking through your
17   presentation and wanted to emphasize the economic impact
18   of the project being 66.7-million and an estimated local
19   tax revenue of 215-million over the 10-year period.  Did
20   you want to elaborate on that?
21               MR. ROCK:
22                   Well, our total improvement for the two
23   sites is going to exceed about 215 or so.  We've also,
24   right now, the Lotte offices are in Houston, Texas.
25   That's because CB&I was already in contract for a
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 1   project and then contemplated moving the USA
 2   headquarters into Louisiana to Westlake.  If that comes
 3   comes to fruition, that's going to bring, as you can
 4   imagine, high-salary jobs.  There will be a lot of state
 5   income tax abatement and a lot of purchases if somebody
 6   moves, they're buying houses; they're buying groceries;
 7   they're buying gas; they're going out to eat at
 8   restaurants.  There's a lot of other investments going
 9   into Calcasieu Parish, as I'm sure you're aware of, so
10   it's going to be a tremendous benefit for the parish as
11   well as the state.
12               MS. THAM:
13                   Can I ask quickly what the number of
14   people at the headquarters currently is?
15               MR. ROCK:
16                   We're anticipating that it's going to
17   add about 25 jobs, president, financial, HR.
18               MS. THAM:
19                   All high salary?
20               MR. ROCK:
21                   Right.
22               MR. ROY:
23                   Yes, sir.
24               MR. BRODERICK:
25                    My name is Jesse.  I just want to add
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 1   to your comment that the state revenue of 66.7, I mean,
 2   that's mostly made up of the sales tax and the benefits
 3   the state will get from the indirect jobs that come.
 4   What's not included is the anticipated income tax
 5   revenue.  Now, you could anticipate there could be over
 6   300-million in additional income tax that the State of
 7   Louisiana will get over the next 10 years as a result of
 8   this project.
 9               MR. ROY:
10                   I'm sorry.  I missed your title and
11   name.
12               MR. BRODERICK:
13                   Jesse Broderick.  I'm managing partner
14   of SumIT Credit.
15               MR. ROY:
16                   Thank you.
17                   Any other questions or comments?
18               MR. CAMPBELL:
19                   I just want to ask, what motivated you
20   to look at purchasing this particular project?
21               MR. ROCK:
22                   Well, this project is important for
23   Lotte because they wanted to take advantage of the
24   low-priced ethane, which was a stateside ethylene
25   cracker.  Other parts of the world, ethane is either
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 1   very expensive or nonexistent and does not fit the other
 2   feedstock, so being able to take advantage of the low
 3   cost of ethane was a very important factor into this
 4   area.  And, also, building a plant, the smaller you
 5   build a plant, the less economy of scale have, so they
 6   wanted to build a full-scale facility, and they had
 7   demand for about 1-billion pounds a year to meet their
 8   MEG requirements.  And Axiall, who uses approximately
 9   about a billion pounds a year for their Westlake
10   facility, and so in their existing Westlake facility,
11   they produced, according to cost of just the basic
12   products, to sell most of the cost, about 65 percent of
13   chlorine will be used in derivative products, and those
14   derivative products all contain a carbon molecule and
15   the ethane and carbon molecule in the plant.  So they
16   produce perchloroethylene, trichloroethylene, methyl
17   chloroform, EDC is ethylene dichloride and dichloride,
18   which goes to the EBC, which, you know, is housing and
19   that sort of...
20               MR. CAMPBELL:
21                   Got you.
22               MR. ROCK:
23                   So we looked for a partner that needed
24   about the equivalent amount of ethylene.
25               MR. ROY:
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 1                   Good match and a great place to do
 2   business.
 3               MR. CAMPBELL:
 4                   Got you.
 5               MR. ROY:
 6                   Anyone else?
 7               (No response.)
 8               MR. ROY:
 9                   Hearing none, I'll entertain a motion.
10               MS. MITCHELL:
11                   Move to approve the unsponsored EDAP for
12   Lotte Chemical at 1.47-million.
13               MS. THAM:
14                   Second.
15               MR. ROY:
16                   Motion and a second.
17                   Any other discussion?
18               (No response.)
19               MR. ROY:
20                   Hearing none, all in favor, "aye."
21               (Several members respond "aye.")
22               MR. ROY:
23                   All opposed, "nay."
24               (No response.)
25               MR. ROY:
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 1                   Any comments from the public?
 2               (No response.)
 3               MR. ROY:
 4                   Hearing none, it's approved.
 5   Congratulations.  Please keep us posted on your success.
 6               MR. ROCK:
 7                   Thank you.
 8               MR. ROY:
 9                   Next order of business is LACC, LLC, US,
10   and that's the Axiall Corporation.  They related a
11   project?
12               MR. BAHAM:
13                   With me again is Mr. Jim Rock and Jesse
14   Broderick representing LACC here for this project.
15                   As Mr. Rock pretty much summed up the
16   relationship between the two companies in his
17   presentation just a minute ago, I'll go ahead and quick
18   you a quick rundown.
19                   As he said, Lotte Chemical is building a
20   new facility, which we just approved to assist in the
21   infrastructure improvements at the Westlake location
22   next door to Axiall Corporation.
23                   Just to give you a brief history, Axiall
24   Corporation has been operating in Southwest Louisiana
25   for many decades, I believe over 70 years now, and
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 1   they're a global provider of chemicals and building
 2   products.  They mainly utilize natural resources in its
 3   essential ingredients, like chlorine, caustic soda,
 4   needed to create products such as minor building
 5   materials, siding, windows, doors, trims, pipefitting,
 6   et cetera.
 7                   For Axiall Corporation, this joint
 8   venture plant represents continued investment into the
 9   State of Louisiana and the people of Calcasieu Parish.
10   This new plant, which is a joint venture between Lotte
11   and Axiall, will be, once created, it's a newly-created
12   ethenyl cracker, will be able to produce approximately
13   1-million metric tons of ethylene a year.  Also, for
14   Lotte, not only is this representing an expansion of
15   their operations here in the US, but it marks the first
16   Korean-based petrochemical company to locate here than
17   anywhere in the United States.
18                   This particular EDAP request is for
19   700,000, which will also go towards improvements to the
20   infrastructure or additions to privately-held
21   infrastructure, like rooms and all of the associated
22   pieces that go with that.
23                   The total project for this is
24   $1.9-billion of which the 700,000 represents just .04
25   percent of the overall cost of the project.  Similar
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 1   documents and payroll commitments made for this
 2   particular plant.  Axiall has agreed to retain 1,600
 3   jobs with an approximate annual payroll of $86-million
 4   at an increase of two percent per year through 2022.
 5   And, also, LACC, which is the new joint venture, has
 6   agreed to create and retain 135 new jobs throughout the
 7   life of the EDAP at an annual payroll of 11.5-million by
 8   2022.
 9                   Just to reiterate, the previous project
10   and this protect, while they're related and while Lotte
11   Chemical does own 90 percent of this joint venture,
12   they're two separate entities.  The 80 jobs from the
13   previous EDAP will be separate.  They are totally
14   separate from the 135 jobs and payroll for this plant,
15   so they will be reported and that's why they're being
16   presented as two separate projects because they are
17   legally two separate entities and all of the jobs and
18   investment will be completely separate.
19                   Staff would recommend -- recommends
20   approval of this protect as an unsponsored EDAP and
21   payroll award.  Axiall has, as I said, agreed to retain
22   1,600 jobs with an estimated payroll of 66-million to be
23   increased by two percent annually, and LACC will create
24   135 new jobs with an estimated payroll of 11 and half
25   million by 2022.  We have all of our standard
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 1   contingencies, which I might add the additional
 2   investment by LACC will be at least 1.9-billion by May
 3   1st, of 2018.
 4                   And I'm going to pass it over to
 5   Mr. Rock and Mr. Broderick for any additional
 6   information I may have missed or skimmed over and answer
 7   any questions you have.
 8               MR. ROY:
 9                   Before you begin, just for the record,
10   Mr. Andre is recusing himself from this matter as well.
11                   You may proceed.  Thank you.
12               MR. ROCK:
13                   This project, the LACC part is important
14   because you can't make MEG without the E, so that's why
15   it's titled that project.
16                   The Axiall portion is going to supply
17   their ethylene need for their Lake Charles or Westlake
18   facilities of both the North and South plant, and
19   currently -- that plant started up in 1947, so it's got
20   over 70 years of operations since that time.  In the
21   early 1960s, when the plant expanded and started to
22   produce for the -- in like with those projects and so
23   they started purchasing ethylene at that time.  So right
24   now, the plant is, historically since the '60s, have
25   bought ethylene from a variety of producers in Southeast
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 1   Texas and around Louisiana getting their own
 2   producer-based economics.  Ethylene is going to help
 3   ensure the actual plant can operate another 70 years.
 4   It's very competitive.  That's why it's important.
 5               MR. ROY:
 6                   Would you like to add anything to that
 7   before we have questions?
 8               MR. BRODERICK:
 9                   No.  At this time, I'm just going to
10   help answer any questions.
11               MR. ROY:
12                   Questions or comments?
13               MS. THAM:
14                   It appears that there's plenty of demand
15   for this project; right, just in the companies here that
16   even building such a big facility, it's not going to
17   surpass the demand, is it?
18               MR. ROCK:
19                   No, certainly not.  There will be no
20   other -- no other ethylene plants will be shutting down
21   as a result of this.
22               MR. BRODERICK:
23                   I guess I could point out if you have
24   your presentation in front of you, if you looked at the
25   map, you can see that these two facilities will
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 1   literally be right next to each other.  They are
 2   altogether.
 3                   Page 3 of the slide presentation of the
 4   project.
 5               MR. CAMPBELL:
 6                   I just have a question real quick.  I
 7   was kind of noticing the financial showing that the
 8   revenues were decreasing for actual.  What was the main
 9   reason for that piece?
10               MR. BRODERICK:
11                   I think over in 2013, '14 and '15, like
12   it went from -- if I'm looking at this correctly.
13               MR. CAMPBELL:
14                   Looks like it dropped from 3,700,000 to
15   3,300,000.
16               MR. BRODERICK:
17                   Are you looking at the prior year
18   financials?
19               MR. CAMPBELL:
20                   Yes, yes.  The credit memo.
21               MR. ROCK:
22                   This is for Lotte Chemical or is this
23   for Axiall?
24               MR. CAMPBELL:
25                   Axiall, right.
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 1               MR. BAHAM:
 2                   What page is that on, Mr. Campbell?
 3               MR. CAMPBELL:
 4                   It's on Page, I think, 133 under the
 5   Financial Analysis section.
 6               MS. THAM:
 7                   There's a Comparative Financial
 8   Statement on 174, too, that shows the three years.
 9               MR. ROCK:
10                   You're talking about Reduced Revenue for
11   Axiall Corporation?
12               MS. THAM:
13                   Right.  The sales went down
14   significantly.
15               MR. ROCK:
16                   Yeah.  I mentioned earlier their base
17   products are chlorine and caustic soda and they used
18   very little of the caustic in their production and sell
19   most of that.  A lot of cost that goes into the alumina
20   industry, and whether they -- they sell, they market
21   maybe 35 percent of the chlorine and use the other 65
22   percent in their derivatives products, but they sell
23   90-something -- over 90 percent of the caustic.  So the
24   caustic price is like a sign, it goes up and down, up
25   and down according to demand, and a lot of that, they
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 1   export all of that caustic to South America and the
 2   other countries where there's large alumina plants and
 3   the alumina industry has taken a hit, you might be aware
 4   of here.  Domestically, as well as a lot of the alumina
 5   industry is down, a lot of those plants are shut down,
 6   so the price of caustic, which varies tremendously, has
 7   a gigantic impact on revenue.
 8               MS. MITCHELL:
 9                   If I may, just to piggyback on what the
10   gentlemen just mentioned about the alumina industry,
11   just because I'm directly involved with efforts of one
12   of our aluminum plants in the state here to try and help
13   retain those jobs, they have taken a significant hit
14   because of unfair practices of China basically dumping
15   alumina into our industry, into the market and driving
16   those prices down and putting pressure on the alumina
17   plants that we do have in the US.  And so I can speak to
18   that directly because I'm involved with an effort to try
19   to raise awareness of this issue amongst or members of
20   congress because we have one plant here in Louisiana
21   with almost 400 jobs that we're trying to help retain.
22               MR. CAMPBELL:
23                   The reason I ask the question, and I
24   just want to make sure, the impact of the profitability
25   the company.
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 1               MR. ROCK:
 2                   This project is going to help because,
 3   like I mentioned, the price of caustic goes up and down
 4   and so it's very atypical for the nature of it, and
 5   Axiall is one of the few companies that is not packing
 6   and making their own ethylene.  So this is going to help
 7   us be competitive with other --
 8               MS. THAM:
 9                   So if they're primarily chlorine and is
10   this a major diversification for this?
11               MR. ROCK:
12                   Well, it's a diversification that
13   started in the early '60s, so it's been around for a
14   while, and that's where a lot of most of the chlorine
15   and chlorinated-derivative products, you know, vinyl,
16   all kind of products that's used in your home, the
17   vehicle, PVC, of course, and all kinds of house building
18   and industrial building materials.  That's kind of where
19   the growth of the chlorine market has been for a couple
20   of decades.
21               MR. ROY:
22                   What percentage of the world's ethylene
23   will this plant produce once it's up and running as the
24   largest ethylene plant in the world?
25               MR. ROCK:
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 1                   Well, it's the largest -- I think we
 2   said the largest MEG plant that was built in the United
 3   States.  So there are ethylene plants larger than the
 4   one we're building.  Actually one right across the
 5   interstate.  Sasol is building one that's larger than
 6   this right now, but percentage-wise, I don't know.
 7               MR. ROY:
 8                   It's the largest what?
 9               MR. ROCK:
10                   MEG plant.
11               MR. ROY:
12                   Plant in the US.
13                   How many MEG plants are in the US?
14               MR. ROCK:
15                   I don't know how many.
16               MR. ROY:
17                   Any other questions or comments?
18               (No response.)
19               MR. ROY:
20                   Comments from the public?
21               (No response.)
22               MR. ROY:
23                   Hearing none, I'll entertain a motion
24   from the board.
25               MS. MITCHELL:
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 1                   Move to approve the $700,000 unsponsored
 2   EDAP for the LACC and Axiall joint venture project.
 3               MR. CAMPBELL:
 4                   And I second that.
 5               MR. ROY:
 6                   Motion and second.
 7                   Any other discussion?
 8               (No response.)
 9               MR. ROY:
10                   Hearing none, all in favor, "aye."
11               (Several members respond "aye.")
12               MR. ROY:
13                   All opposed, "nay."
14               (No response.)
15               MR. ROY:
16                   Without objection.  Congratulations.
17   Again, please keep us posted.
18               MR. ROCK:
19                   Thank you.
20               MR. BRODERICK:
21                   Thank you.
22               MR. ROY:
23                   Next order of business is one of the
24   SSBCI program, Acadian Cypress & Hardwood, American Bank
25   and Trust.  Mr. Pennington.
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 1               MR. PENNINGTON:
 2                   Good morning.
 3               MR. ROY:
 4                   Good morning.
 5                   Good morning, gentlemen.
 6               MR. PENNINGTON:
 7                   This is Mr. Frank Vallot.  He's the
 8   owner of Acadian Cypress, and Stan is - Mr. Stan from
 9   American Bank and Trust.
10                   I'm excited about this project this
11   morning.  This is a great Louisiana company and a brand
12   new bank; hadn't used our program.  Excited to be
13   working with them as well as American Bank and Trust.
14   Glad to have them at the table.
15                   Basically what Acadian Cypress does is
16   they manufacture lumber, plywood, siding, shingles
17   flooring, fencing, basically wood products essentially.
18   Cypress Hardwoods and the loan they're looking at today
19   is for $1.5-million, of which $250,000 will be carved
20   out as eligible as a refinance.  By rules, we're not
21   allowed to guaranty that, so that would reduce the
22   amount of the loan that we can guaranty down to
23   $1.4-million, of which we'll have a $930,000 guaranty on
24   that.
25                   The purpose of this loan is mostly for
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 1   inventory, to purchase new rolling stock for the
 2   company, and for working capital.  The collateral is
 3   going to be the new rolling stock purchase, properties
 4   that is owned by Mr. Frank, and the collateral more than
 5   meets the one-to-one requirements.
 6                   Now, I have a handout I passed out up
 7   there I think I gave everyone.  There's some appraisals
 8   that came in afterwards, after I sent out the package,
 9   and I just want to make sure that everyone got one, and
10   it more than meets the one-to-one requirement of the
11   collateral.
12                   This loan is going to result in the
13   creation of five new jobs and the retention of 61 new
14   jobs.  And one other thing I want to mention is we got
15   we got this loan package before the flood happened, and
16   they were having an uptick in the hardwood and cypress
17   business before the flood happened.  I'm sure Mr. Frank
18   can talk to that.  They're definitely going to have a
19   great bit of demand in the Baton Rouge area for these
20   type of products.  And I, for one, am happy that a
21   Louisiana Company is going to be supplying the needed
22   materials to rebuild basically Baton Rouge and the
23   state, and with that, I'll hand it over to Mr. Frank to
24   talk about his business and how he's looking to expand
25   and what he's got on the plan.
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 1               MR. VALLOT:
 2                   Good morning.  Thank you, Chairman Roy,
 3   Assistant Secretary Mitchell and the LEDC Board for the
 4   opportunity to be here today.
 5                   I made notes because after being in
 6   business 30 years and starting, I can ramble, so I know
 7   that I have to cram it into, let's say, less than seven
 8   minutes, so it's not that I'm reading from script.  It's
 9   so I don't veer.
10                   I'd like to also thank Stan Dameron,
11   President of American Bank, and Pascal Dean, who's with
12   American Bank.  He's the Vice President.  And I'd like
13   to introduce Willie Bartel is our CFO, and Rick
14   Cangelosi, Vice President of Operations.  We're the
15   think tank for Acadian Cypress today.
16                   Until yesterday at about 6 o'clock, I
17   knew exactly what I was going to say and then I started
18   trying to cram it through the blender and so it's
19   interesting, I started this business and it's almost
20   like a business fairytale.  This Cajun guy goes to
21   college at USL, which, for those that are younger, it's
22   Lafayette.  It used to be called.
23               MS. MITCHELL:
24                   I'm from Lafayette, so you just scored
25   some points, and you called it USL.
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 1               MR. VALLOT:
 2                   Yeah.  Well, if I'm here long enough,
 3   I'll probably just drop in occasion I was born and
 4   raised in New Iberia and it really comes out in me every
 5   once in a while.  Don't...
 6               Okay.  So I fell for this girl and followed
 7   her to Ponchatoula, and while I was there in
 8   Ponchatoula, that's where the real story begins.  I
 9   started Acadian Cypress in 1986 in my back yard.  Today,
10   we're 30 years strong.  We're approaching, during this
11   next five-year projection, a billion dollars in gross
12   sales revenue.  We have a customer base of 1,900, which
13   is industry specific and reoccurring accounts.  They are
14   cabinet makers, contractors, developers, antique
15   renovations and replications, retail, custom home
16   builders and people that want something special in their
17   home, and lumber yards.  We sell a lot of products to
18   other lumber yards as items that compliment the packages
19   they put together.  Not one customer accounts one or two
20   percent of our gross sales, so we're not dependent on
21   their volatility.  We have -- that's our ability to
22   maintain and survive and thrive through the ups and
23   downs over the last 30 years.
24                   We have 61 full-time employes.  Combined
25   total years of experience is 458, which is average of
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 1   seven and a half per tenure, so we have a good retention
 2   rate.  The average income of all of the those employees
 3   is over $40,000, and we are adding five new jobs as a
 4   guaranty, but our projection is 10 to 12 positions.
 5                   We have over 300 years experience within
 6   the sales nucleus.  We have a specific sales staff that
 7   is trained and not only educated, but we have continued
 8   to develop them.  And specifically what Acadian does in
 9   Ponchatoula, Louisiana for Louisiana.
10                   We have domestic and imported vendors.
11   We bring products in from all over the world, and we
12   have proprietary manufacturing agreements with countries
13   or manufacturers in countries such as China that bring a
14   product in that fits Louisiana's need.  And it is
15   different, you know.  It's, if you look at the box
16   stores, even their product line has changed from area to
17   area.  Walmarts and all of those, you can see Cajun
18   paddles; however, you won't see them in Montana.  So we
19   have specific needs for the people and the builders
20   here.
21                   We have our own in-house CAD-based
22   molding manufacturing system where we can duplicate a
23   molding if it's brought to us.  We also have
24   documented -- we have over 2,000 profiles in-house, and
25   we're able to pull from that 2,000-plus for as the
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 1   manufacturer is needed.  What that does is allows us to
 2   replicate molding if we're putting in a bid and we're
 3   going to produce something to repair the State Capitol
 4   and they need to match a molding.  If they're going to
 5   build and produce a cabinet or a table in a new building
 6   such as this, we have the specifications and ability to
 7   provide all of the products you're looking at that are
 8   wood related.
 9                   And most importantly, the home builders
10   and the contractors that come to see us, especially now
11   with the recent storm and the flood that we've all
12   experienced in South Louisiana, the ability to help
13   them, give them identity and a special product that is
14   cost effective and it gives them a value-added product
15   and improves their worth when they're building their own
16   home.
17                   The use of the funds will be primarily
18   and specifically for the increase of inventory to raise
19   the stock levels to approach the business that we know
20   we have out there before us.  It did not take into
21   consideration the impact of the flood.  That is
22   something that was separate and distinct, and I did not
23   include it in these growth papers.
24                   We will take advantage of certain new
25   markets, but most of what we do is what we've been doing
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 1   with the most efficient and most net profit at the end
 2   of the day.  I'll come right up there and say that the
 3   business goes up and down and it's not what it was four
 4   years ago, but Acadian has been more profitable.  We
 5   reached people early on, and we have -- our entire fleet
 6   is paid for.  All of our manufacturing equipment is set
 7   to run for another 20 years.  It has a long lifespan and
 8   it's well managed.  And the ability to increase
 9   manufacturing by 100 percent without another increase in
10   the manufacturing machinery and everything that
11   complicated, so that's 100 percent increase available.
12                   The flood impact.  The projections did
13   not include that you looked at.  Nineteen percent of our
14   customer base is in the same flood zone, and we've
15   already received advance orders.  We helped some that
16   are flooded.  We helped them recover some of their
17   products, and that was -- that took on water and helped
18   them salvage.  And we've supported them just like we did
19   through any of the other events that we've experienced
20   over the last 30 years.  This is the latest and
21   greatest, but it's huge.
22                   We plan on being there, and our
23   employees are Louisianans; they plan on manufacturing
24   and providing products and more of them to these people,
25   and it can be a benefit not only for the new employees
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 1   that we're putting on staff, but to the future customers
 2   that are in this area.
 3                   The jobs that we're putting on are not
 4   short-term jobs.  They're long-term jobs.  We plan on
 5   growing and exceeding those numbers.  It's not going to
 6   end when the rebuilding stops.  That's why this wasn't
 7   included.
 8                   At this point, if you have any
 9   questions, I sure would invite them.
10               MS. THAM:
11                   I'd like to ask, have you made any
12   plans -- well, first of all, what I'm hearing from
13   people who flooded is, "I'm only putting cypress back in
14   my house," and, you know, there are no cabinets
15   available.  So obviously you guys are going to try to
16   make use of that 100 percent increase in manufacturing.
17   Have you made plans for what you're going to do after
18   and it contracts back down, I mean, as far as how you're
19   going to gear up that fast and slow back down?  Is that
20   a concern?
21               MR. VALLOT:
22                   The proprietary manufacturing agreements
23   we have with some of the domestic plywood manufacturers
24   there's a railcar coming down right now that is going to
25   target the products that these people are using.  The
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 1   big difference between -- let's use Katrina as an
 2   example.  People rebuilt and they bought cabinets and
 3   they put them in and they looked pretty and substantial
 4   and they spent a lot of money on them.  Then when this
 5   flood comes that no one anticipated, these cabinets fall
 6   apart because the composition of this board is not the
 7   plywood.  It's not a veneer or plywood.  It doesn't even
 8   have moisture resistance.  It's a particle board or
 9   medium-density fiber board, things that cannot handle
10   the moisture.  And specifically use -- they have a great
11   lifespan and they have a fantastic purpose and they're
12   cost effective and they look good, they're durable, but
13   they're not water resistant in any shape or form.
14                   Two of the customers that brought solid
15   wood cabinets pulled their cabinets after the storm and
16   they took the cabinets out and set them outside, put
17   them on tables and they said they love their cabinets
18   more than anything they could replace and they're
19   putting those cabinets back.  Now, the granite tops
20   broke and they had to take them out and put in new
21   granite tops back in.  All of the people are rebuilding
22   that with that in mind.  The line of customers, that's
23   why I why I was telling you 19 percent, a lot of those
24   people call and say, "I need this veneer for Birch."  "I
25   need this veneer for oak," and "I need the lumber to go
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 1   with it."  We manufacture the molding products to go
 2   with species, so if you're building a set of oak
 3   cabinets -- and I just briefly touched on this because I
 4   didn't want to ramble, but if you're building a set of
 5   oak cabinets and you need oak crown molding and you need
 6   oak trim, we manufacture those products.  Those are the
 7   jobs vertical integration, which will increase the
 8   profit and a direct bottom line net profit.
 9                   So the products that people are
10   rebuilding with now are 100 percent different than what
11   they did in Katrina because of the knowledge in such a
12   short-term of what happened then and what's happening
13   now.  They're rebuilding with those products.  Our
14   advance orders are going up quite a bit.  That is not
15   going to be something that will last forever, but we
16   have other grown and we have other areas that we've
17   already targeted and we're approaching those as a
18   combination.
19               MS. THAM:
20                   What percentage of your wood products
21   are cypress?  Are you having trouble getting the
22   cypress?
23               MR. CANGELOSI:
24                   We have three primary suppliers that are
25   outside of the State of Louisiana, and we have a small,
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 1   less than three-percent, inside the State of Louisiana
 2   at this moment.  The ability -- the resource is there,
 3   but the ability to acquire it, as there's so much
 4   weather out there, that you have to work with that.  So
 5   our ability to supply and our gross sales on cypress is
 6   never more than 15 percent of our total business, but
 7   it's an identifying market because it's indigenous in
 8   Louisiana.
 9               MR. CAMPBELL:
10                   One question, are these the most current
11   balance sheet, back in July, in this loan package?
12               MR. PENNINGTON:
13                   Yeah.  I think the one is dated July the
14   31st, 2016.
15               MR. BAHAM:
16                   That's it.  That's the most current one
17   supplied to us, yes.
18               MR. CAMPBELL:
19                   What were you looking to -- I was kind
20   of looking at liquidity of the company.  What are you
21   planning to do to increase the liquidity?
22               MR. VALLOT:
23                   Well --
24               MR. DAMERON:
25                   That's one of the reasons we're here is
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 1   that I've watched Frank over many, many years and he's a
 2   constant entrepreneur and his business acumen has
 3   matured over the years.  He's had other ventures.  He's
 4   narrowed down to what he thinks or what he knows he can
 5   do the best, and that's dealing with the hardwoods.  He
 6   had some other ventures.  He got into manufacturing and
 7   sawmills a little bit, but this is a business that he
 8   understands, he knows.  He knows the marketplace; he
 9   knows the need.  He's consolidated down there's an
10   opportunity that's out there that he saw before the
11   flood, but he needed some capital resources, and that's
12   why he came to us.  He has another bank he deals with.
13   Frankly we're a smaller bank and we're not able to
14   handle his needs.  He said, "Would you look at this?"
15   And we said, "Sure."  So we're here for -- this is an
16   enhancement to the credit.  It doesn't make or break the
17   credit.  I think the loan-to-value ratio is we're going
18   to have about 3.6-million in collateral and we're
19   lending about 2.5, so we feel that we are conservative
20   in putting this together.
21                   He's on an eight-year amortization,
22   which he'll be able to pay out through sales and
23   increase in inventory if not quicker, and this will
24   build his financial capacity to go forward.  He does
25   have short-term liquidity, and that's whey we're here.
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 1               MR. CAMPBELL:
 2                   I just want to commend you on the
 3   management, the profitability of the company.  I just
 4   wanted to make sure that, you know, from a management,
 5   you're building liquidity over time because I think you
 6   very well, you know, with the flood opportunity here, so
 7   I just wanted to make sure we comment on that.
 8               MR. VALLOT:
 9                   Absolutely.  Thank you.
10               MR. ROY:
11                   Any other questions or comments?
12               (No response.)
13               MR. ROY:
14                   Comments from the public?
15               (No response.)
16               MR. ROY:
17                   Hearing none, I'll entertain a motion.
18               MR. ALDEN:
19                   I'll move for approval.
20               MR. ROY:
21                   Motion for approval as presented.
22               MS. MITCHELL:
23                   Second.
24               MR. VALLOT:
25                   Thank you.
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 1               MR. ROY:
 2                   Any other discussion?
 3               MR. VALLOT:
 4                   Another USL graduate here.
 5               MS. MITCHELL:
 6                   And, Mr. Vallot, my fiancé is from New
 7   Iberia, so I really like you.
 8               MR. VALLOT:
 9                   My father was born in Acadia and lived
10   in Port Sulphur.  He fought in WW2, the "big war" as
11   he's always said, and he wouldn't teach us the French
12   because of all of that he had gone through and he, you
13   know, it's something that he said, "If I had know one
14   day how cool it would be to be Cajun, I would have
15   taught you."  So thank you very much.  I appreciate it.
16               MS. MITCHELL:
17                   Good luck to you.
18               MR. ROY:
19                   I have a motion and a second.
20                   All in favor, "aye."
21               (Several members respond "aye.")
22               MR. ROY:
23                   All opposed, "nay."
24               (No response.)
25               MR. ROY:
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 1                   Without objection.  Congratulations.
 2   These are the kind of projects we love to see, true home
 3   projects helping people in Louisiana, so good luck to
 4   you.  Keep us posted on your success.  Thank y'all for
 5   coming.
 6               MR. PENNINGTON:
 7                   This is Mr. Gerard from Farmer's State
 8   Bank, and I have a handout.  I have a handout I passed
 9   to everyone with a current balance sheet as of August
10   31st if everyone I got that after we sent out the
11   package as well, so I want to make sure everyone got it.
12                   Basically what this business is, it's a
13   startup business called Hose Source, and I want to
14   mention as well, this is a brand new bank for our
15   program as well, Farmer's State, and I'm very happy to
16   have Mr. Arden here at the table with us presenting a
17   new loan.  Hopefully we can have more projects coming
18   through as well.
19                   This business is a startup hose
20   manufacturer.  They manufacture hoses in the oil and gas
21   business and other businesses where we have to have
22   hoses.  They manufacture both hydraulic and pneumatic
23   hoses.  And the owner, Mr. Credeur, has quite a bit of
24   experience in this business.  He started up a business
25   in 1994 called All Hose Specialty, and he ran it for
0043
 1   about 10 years and then he sold out to a larger company.
 2   And now he has -- went to work another company for a
 3   number of years and now he's back starting up a business
 4   again.
 5                   The loan that we're looking at today has
 6   two components.  It has a million-dollar permanent loan
 7   to purchase equipment, and it has $300,000 loan for
 8   revolving line of credit backed by receivables, so a
 9   total of 1.3-million, and the guaranty amount is 9.75,
10   $975,000.
11                   The collateral for the loan is going to
12   be the equipment purchase for the permanent loan as well
13   as the receivables worth $300,000 with a line of
14   revolving line of credit.  The equipment loan should be
15   amortized over 10 years with the remainder due in five,
16   and the first six months is going to be interest only.
17   And this loan is going to result in five new jobs.
18                   Like I said, the business owner has been
19   has private experience in this business.  He's already
20   put up $200,000 of his own money in the business to
21   start it and he has two other business partners that
22   will be taking out permanent loans to put in the
23   business as well.  So they're putting about $400,000
24   plus a little bit into this business to get started on.
25   The three owners have all worked in this field for
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 1   numerous years.
 2                   Staff recommends that the board approves
 3   this loan.  The loan guarantee not to exceed $975,000
 4   based on 75 percent of 1.3-million excluding the bank
 5   fees or finance costs from Louisiana Small Business
 6   Owner Guarantee Program.  LEDC will utilize SSBCI funds
 7   for the entirety of the term.  There will be a one
 8   percent guaranty fee charged for this loan.  Besides
 9   that, it's the standard contingencies that we normally
10   would have.
11                   With that, I'll let Mr. Gerard speak
12   about the loan.
13               MR. LABAT:
14                   Thank you, Christian, for inviting me
15   this morning, and I guess the good side of my customer
16   not being here is that he's out there drumming up
17   business.  All three of them are salesmen first, so
18   their company is taking off.  They opened up the branch
19   in Houma, and very soon, by the end of the year, they
20   will be opening up another location in Broussard.  So
21   these gentlemen, like Christian said, have been in the
22   business a long time and are very knowledgeable about
23   hoses.  In fact, I've got a little bit.  They gave me a
24   little, short presentation on how to make hoses under
25   pressure and all of this and crimping and all of that
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 1   kind of stuff.
 2                   So our bank, we've made SBA loans, USDA
 3   RD loans, B&I loans, FSA government guaranty loans.
 4   We're just getting into this guaranty program, and I'm
 5   very hopeful, like Christian said, that we'll have a
 6   long-term relationship.  So far, I've enjoyed working
 7   with Christian and learning a little bit about this
 8   program, but I'm very confident in this loan.  The main
 9   man, Toby Credeur, is putting up real estate for
10   collateral, and their inventory is going to turn because
11   they have a lot of contacts and a lot of projected sales
12   already just getting started, so...
13               MR. PENNINGTON:
14                   I wanted to mention that this company
15   has only been operating for a couple of months, and if
16   you look, they already have revenues of $993,000,
17   top-line revenue, and a gross income of $323,000, and
18   they started opening business in June, I believe, June
19   1st.  So they've already hit the ground running.  Being
20   in business for as long as Mr. Credeur has, he has the
21   contacts necessary to facilitate this loan.  And it's
22   going to result in five new jobs in which isn't a lot of
23   jobs, but it's important, you know.  And in small
24   businesses, I'm very confident in this one, and I'll
25   entertain any questions or any concerns.
0046
 1               MR. ROY:
 2                   Questions or comments?
 3               MS. MITCHELL:
 4                   I do have a question.  Just it's
 5   remarkable the progress the company has been able to
 6   make in a short period of time.  I just want hear from a
 7   representative from the bank.  Mr. Labat; is that right?
 8               MR. LABAT:
 9                   Labat.  My name does get turned around a
10   few ways.
11               MS. MITCHELL:
12                   I'm from your neck of the woods.  I know
13   how to pronounce it.
14               MR. LABAT:
15                   Some people say Gerald, but it's Gerard.
16                   I guess to give you a history of our
17   bank, Farmers State Bank, our main headquarter is in
18   Church Point, and we're mostly in Acadia area.  We do
19   get confused with Farmers and Merchant Bank out of
20   Breaux Bridge, so there is a difference there, but your
21   question.
22               MS. MITCHELL:
23                   I was just going to ask, clearly the
24   bank has done its due diligence, but if you could just
25   speak to the Hose Source customer base because the
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 1   perception is that the oil industry is in a downward
 2   spell, and so we just want to make sure that the company
 3   will be able to remain viable going forward.  So clearly
 4   you've done your due diligence, and if you can kind of
 5   speak to that.
 6               MR. LABAT:
 7                   Right.  And the company is diverse.  Oil
 8   is not the main -- I mean, it's part of it, but they do
 9   hoses for agriculture.  In fact, I had a son-in-law
10   that's a sugarcane farmer and he buys hoses for his
11   tractors all of the time.  The hoses that they provide
12   are all different sizes different, different pressures.
13   It's very diversified.  So, yeah, the oil field is
14   definitely a major component, but the company is very
15   spread out what they clearly provide to.
16                   These guys had a business before and
17   very successful, like Christian, said, so they have a
18   lot of oil customers that will come back to them.  They
19   had a noncompete clause moving from the old companies to
20   where they are now.  That's all -- legality-wise that's
21   all been ironed out, so we feel very confident.  We know
22   they're going to be very successful because of their
23   history and their track record.
24               MS. MITCHELL:
25                   Okay.  Thank you so much, and I didn't
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 1   even think about the fact that you're huge down in the
 2   Acadia area, so thank so much.
 3               MR. CAMPBELL:
 4                   I just have a question.  First I want to
 5   commend you for bringing this type of credit to LED.  It
 6   kind of shows your ability strike the deals.
 7                   Now, one question is what percentage, do
 8   you know, of the revenue is coming from the oil and gas
 9   versus the other percentage of the other streams do you
10   think?
11               MR. LABAT:
12                   I really didn't do those numbers, crunch
13   those numbers.  I could find that out for you.
14               MR. CAMPBELL:
15                   No, no.  I'm looking at the liquidity
16   here.  The standard history of the experience on the
17   owners is tremendous.
18                   Now, let me ask you this:  Why did you
19   choose LED versus SBA guaranty?  Easier process?
20               MR. LABAT:
21                   Well, I was contacted -- I work closely
22   with the UL Small Business Development Center in
23   Lafayette at the college.
24               MR. CAMPBELL:
25                   Is that Heidi Melancon?
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 1               MR. LABAT:
 2                   Heidi Melancon.
 3               MR. CAMPBELL:
 4                   Did she help you with the package?
 5               MR. LABAT:
 6                   Yes.  She helped to a degree, but our
 7   customer actually put his business plan together.
 8               MR. CAMPBELL:
 9                   Wow.
10               MR. LABAT:
11                   Because years ago, he felt that with UL,
12   with the other company, so he would -- you know, the UL
13   business plan is also a learning experience, and we
14   don't want them to do the plan for our customer.  We
15   want our customer -- it's his plant.  They just assist.
16   So our customer, he brought the whole plan.  It was one
17   that he put together under the UL Small Business
18   Development, and I think that this fellow's very good,
19   very intelligent and very knowledgeable.
20                   And, Christian, when you met him --
21               MR. PENNINGTON:
22                   Talked to him on the phone.
23               MR. LABAT:
24                   On the phone, yeah.
25                   And so, you know, I think that that's
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 1   how I came in to knowing this program, where I heard
 2   about it, and I started comparing it to SBA and USBA and
 3   FSA and all of the other ones.  I said, "This is just
 4   another tool in my toolbox that I can have access to."
 5   So I started looking at when I get the project, which
 6   one fits.  This one seemed to fit the best for this
 7   program, and I want to develop that relationship with
 8   Christian.  I'm hoping down the road that we can do some
 9   more.
10                   So, in fact, we met recently on a
11   perspective one in Lafayette just last week, I think it
12   was.
13               MR. PENNINGTON:
14                   Week before.
15               MR. LABAT:
16                   Yeah.  So we do have some more potential
17   projects that we can work on.
18               MR. CAMPBELL:
19                   Okay.
20               MR. PENNINGTON:
21                   I reach out to Farmers State and Mr.
22   Gerard, I want to say in March or so when I was doing my
23   marketing.  I tried to go out and hit as many banks I
24   possibly can and meet with them one-on-one and tell them
25   abut our program trying to get the word out there, and
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 1   that's how I first met Mr. Gerard.
 2               MS. THAM:
 3                   Looking at the financial statement, it's
 4   amazing the speed in which y'all have come up to that
 5   kind of sales number, and I see you're projecting a net
 6   profit for the year of $105,000.  Right now it's
 7   negative 80, and I'm assuming that -- you know, as the
 8   net profit, and I'm assuming that a lot of that has to
 9   do with startup costs and things, but have they taken an
10   effort to identify after this August balance sheet, are
11   they still projecting a profit; do you know?
12               MR. PENNINGTON:
13                   I'm not sure.  I know that
14   projections -- you're correct, they were projecting a
15   profit, and the reason why they are negative so far is
16   startup costs.  I know that's why they're $80,000 as it
17   is right now.  That's on a fiscal year basis, so it goes
18   from the 6th of 2016 to 6 of 2017, so it's just a
19   couple --
20               MS. THAM:
21                   About 10 months.
22               MR. PENNINGTON:
23                   Exactly, yeah.  So that's -- they
24   haven't been operating very long, so that's basically
25   what it is, yes, ma'am.
0052
 1               MS. THAM:
 2                   Well, the fact that they have a balance
 3   sheet together from 20 days ago means that they're
 4   keeping up with it, I believe.
 5               MR. PENNINGTON:
 6                   Absolutely, yes, ma'am.
 7               MS. THAM:
 8                   That analyze.  So that seems to be a big
 9   problem with startup companies is that they don't
10   realize they need to do that.
11               MR. PENNINGTON:
12                   Absolutely.  Most of the ones I see,
13   when I bring up financial statements, their eyes just
14   kind of glaze over and they don't -- a lot of times,
15   they don't understand what I'm asking for, really.
16               MS. THAM:
17                   It's hard to make good management
18   decisions if you don't have numbers.  The fact that
19   they're paying attention and putting numbers together
20   speaks well of them.
21               MR. ROY:
22                   Any other questions or comments?
23               (No response.)
24               MR ANDRE:
25                   Move for approval.
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 1               MR. ROY:
 2                   Motion for approval from Mr. Andre.
 3               MR. CAMPBELL:
 4                   I move for approval on this credit.
 5               MR. ROY:
 6                   Second by Mr. Campbell.
 7                   Any discussion by the public, comments?
 8               (No response.)
 9               MR. ROY:
10                   Any discussion -- any further discussion
11   by the Board?
12               (No response.)
13               MR. ROY:
14                   Hearing none, all in favor, "aye."
15               (Several members respond "aye.")
16               MR. ROY:
17                   All opposed, "nay."
18               (No response.)
19               MR. ROY:
20                   Congratulations.  Please tell the
21   gentleman we hope he was selling something and we look
22   forward to hearing about his success.
23               MR. LABAT:
24                   I would like to also thank you on behalf
25   of our bank president, Danny Domingue, and we look
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 1   forward to having a relationship in the future.
 2               MR. ROY:
 3                   This is great.  I think both of these
 4   banks, this is their first LEDC guaranty.  That's great.
 5   I commend the staff for bringing everybody to the table.
 6   We look forward to working with you.
 7               MS. MITCHELL:
 8                   Mr. Labat, do you know any Duplechain's
 9   in Church Point, tell them I said hello.  That's my
10   family.
11               MR. LABAT:
12                   I do know some.
13                   Thank you.
14               MR. ROY:
15                   All right.  Next order of business is
16   the Treasurer's report.  Ms. Villa.
17               MS. VILLA:
18                   Good morning.  This morning we have
19   actually two Secretary Treasurer's Reports.  We have a
20   final report for Fiscal Year '16, which is going to be
21   the first Secretary Treasurer's Report in your packet.
22   I'll start with the overview.
23                   Our '15-'16 budget in total was
24   16,181,766 and our balance is 12,218,891 prior to the
25   projects that we had currently in-house of 5,770,000,
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 1   which leaves us with a projected ending balance of
 2   6,448,891 across all programs, including the Financial
 3   Assistance Program, the State Small Business Credit
 4   Initiative and our Capital Outlay and EDAP and EDRED
 5   programs.
 6                   If you go to the next page, it shows in
 7   detail what we had for each of the units.  The first
 8   being the Financial Assistance Program where we ended up
 9   for the year on that program, it was $144,067.  For the
10   State Small Business Credit Initiative, we had a
11   beginning budget of $2,747,174, and we had approved
12   projects of 212,246, which left us with a balance of
13   2,390,861, and that's where we ended up the year for
14   State Small Business Credit Initiative.
15                   If you go down to the next page is our
16   EDAP and EDRED programs through our Capital Outlay, and
17   we had a budget between the two of 13,434,592, and we
18   had projects that were approved of 1,290 -- I'm sorry --
19   3,750,629, which left a balance of 9,683,963 between the
20   two programs.  And we had projects under review, as I
21   mentioned earlier, 5,770,000 broken out there.  You see
22   the project names that we still had under review, two of
23   which were brought to the Board this morning for
24   approval, which left a balance at the end of the year of
25   3,913,963.
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 1                   We wended up the year, as you can see,
 2   on the Fund Balance available for the year of
 3   18,933,298, and our expenses for the year total
 4   13,771,271, which left a balance available of
 5   $5,162,027.
 6                   If you go on to the Capital Outlay,
 7   which is the final page, we had a total fund balance
 8   available through Fiscal Year '16 of -- I'm sorry --
 9   with a budget of 5,210,000.  We actually ended with
10   654,679.
11                   So I'll start over with the Capital
12   Outlay Appropriation General Fund for FY '16, as I
13   mentioned, a fund balance 5,210,166, and our adjusted
14   fund balance is available through, which included the
15   additional periods of August 14, 2016, had adjusted fund
16   balance of 1,814,634.
17                   So we start out FY '17 Secretary
18   Treasurer's Report with a budget of 15,048,882, and we
19   have projects under review pending the Board of
20   2,646,250, which left a balance of 12,402,632.  And then
21   we had additional projects under review of 3,600,000,
22   which leaves a project yearend balance of $8,802,632.
23                   So going onto the detail of that, the
24   Financial Assistance Program budget for the year is
25   190,000.  We currently do not have any projects pending
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 1   approval or under review by the staff, so we project an
 2   ending balance of 190,000.
 3                   For the State Small Business Credit
 4   Initiative, our budget for FY '17 is 2,580,800 -- I'm
 5   sorry.  It's 2,390,861, and we had two projects that
 6   were brought to the Board today of 476,250, and that
 7   leaves a balance of $1,914,611.  And this is the program
 8   that, as you know, we have the remainder of through
 9   March of '17 to expand those loan guaranties for the
10   State Small Business Credit Initiative, and as Christian
11   has talked about, they've been marketing to try to get
12   those funds guaranties out the door prior to that time I
13   think.  So with that, we have a projected ending balance
14   right now of 1,914,611 for the State Small Business
15   Credit Initiative, and hopefully we'll get those loan
16   guaranties done prior to that time.
17                   Going on to the next page of the
18   Secretary Treasurer's Report, we have our Capital Outlay
19   Appropriation of 12,425,526.  The Board approved the two
20   projects this morning for Lotte Chemical and LACC of
21   2,170,000, which leaves a balance of 10,255,526.  We
22   have currently projects under review of 3,600,000, which
23   leaves a projected yearend balance of 6,655,5 26.
24                   We have Appropriated in HB2 for Capital
25   Outlay Funding for EDAP projects $10-million, of which
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 1   3-million is in Priority 2 and 7-million is Priority 5.
 2                   And our Capital Outlay Appropriation for
 3   the EDRED, we have a balance -- or a projected budget --
 4   sorry -- of $42,495, and we have expected that to be our
 5   expected ending balance as well.
 6                   And then when you go down to the last
 7   page, our projected Fund Balance Revenue is projected at
 8   $16,845,679, and our expenses are expected at
 9   $16,200,000.  That leaves us with a balance available of
10   654,679.
11                   Any questions?  I know that's a lot of
12   numbers.
13               MR. ROY:
14                   Questions, comments?
15               (No response.)
16               MR. ROY:
17                   How do you generally look at this past
18   fiscal year compared to what is approaching?
19               MS. VILLA:
20                   I think we did see an upcrease,
21   increase, an uptick and increase in our EDAP programs.
22   I know that's always -- or applicants, I should say.  I
23   know that's always been a concern that the Board has had
24   because we hadn't previously had a lot of projects
25   coming forth to the Board for approval.  I definitely
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 1   feel that, though, we've seen an increase.  We're
 2   bringing more to the Board now.  I think that from the
 3   state's perspective, we have to keep our eye on the ball
 4   from a cash management projection looking to see where
 5   those dollars are going to be expended because we have
 6   to go forth and get the appropriation or lines of credit
 7   for our Capital Outlay.  So I think that that's
 8   something that we're going to see, you know, more this
 9   year, especially as we have projects that come under
10   review and approval to the Board for EDAP.
11                   So we did have a cut in LED, as we
12   mentioned before, in our FY '17 budget that we're
13   currently in, in roughly, I think it was, about
14   $4.2-milion to LED, which was broken up between
15   FastStart, marketing communication and our regional
16   economic development appropriations that we give to
17   those organizations.  So we're continuing to monitor the
18   budget.  We've got Revenue Estimating Committee coming
19   up, I believe, October 21st, Mandi, if I'm not mistaken,
20   for revenue estimating.
21                   October 21st, does that sound like a
22   date?
23               MS. MITCHELL:
24                   I'm not sure.
25               MS. VILLA:
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 1                   October 20th.
 2                   So we have a revenue estimating that's
 3   going to be coming up in the next month, so it will be
 4   interesting to see what the estimates are at that time.
 5   Hopefully there's no further impacts to state agencies
 6   with that.
 7               MR. ROY:
 8                   Any comments from staff?  It probably
 9   will be a lot of opportunity for the LEDC program and
10   the flood area, a lot of those businesses, as everyone
11   knows, you buy business interruption, flood insurance,
12   et cetera, there's probably a lot of opportunity for the
13   program there.  Of course, it would be money put to good
14   use, so perhaps we can pick up some guaranties.
15               MS. VILLA:
16                   We have about six months left.
17                   So, Brenda, I don't know if you want to
18   comment to that.
19               MS. GUESS:
20                   One of the things that's taken place is
21   the Louisiana Public Facilities, LPFA, has also gone and
22   kind of surrendered or gathered some funds directed at
23   the flooding, and similar to what happened during
24   Katrina, that there were bridge loans that were made
25   available for small businesses at that time to serve in
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 1   a capacity to be that actual bridge until the insurance
 2   companies paid off the little small businesses.  We have
 3   seen an increase of phone activity from some of the
 4   affected areas, and I think as soon as people can get
 5   their housing needs back together, then the business
 6   needs will follow in.
 7                   I'd like to publicly take this
 8   opportunity to commend Christian, Steve and Shamelda,
 9   also Susan.  The staff has worked real hard over the
10   last few months.  We're approaching the time of the year
11   where our loan activity kind of slows down a little bit,
12   but we think we're seeing a lot of the fruits of the
13   labors that we've gone through over the last few months
14   starting to pay off.
15                   We are also realizing with SBA, one of
16   the banks said, you know, they're looking at us as
17   another tool in their toolbox, so we're going to be
18   exploring a lot of the opportunities.  And we plan to be
19   very busy between now and the end of year and through
20   March 30th of next year, which is when the program
21   sunsets.
22                   MR. ROY:
23                        We commend staff.  I know that
24   several of you were personally impacted by the flood, so
25   tough to concentrate on work sometimes when you have
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 1   such personal needs.
 2               MS. VILLA:
 3                   One thing I would like to add to what
 4   Brenda just said, and even I mentioned it, even though
 5   this program is sunsetting from the federal standpoint,
 6   that just means that from their standpoint, once we
 7   receive in these recycled funds, it no longer carries
 8   the federal constraints or requirements that we have
 9   with them, but this program is going to continue.  Our
10   loan guaranty programs will continue.  We'll continue to
11   use those resources that we were given from the federal
12   government to continue with our loan guaranty program so
13   we can service the needs of the community in that way.
14               MR. ROY:
15                   I think we'll hear more in a minute
16   about default, but our default rate is petty low; right,
17   so expect to get most of the money back?
18               MS. VILLA:
19                   Yes, sir.
20               MS. GUESS:
21                   Yes, sir.
22               MR. ROY:
23                   Very good.  Any other questions or
24   comments?
25               (No response.)
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 1               MR. ROY:
 2                   Hearing none, I'll entertain a motion to
 3   accept the Treasurer's Report.
 4               MS. THAM:
 5                   Move to accept.
 6               MR. ROY:
 7                   Motion.
 8               MR. ANDRE:
 9                   Second.
10               MR. ROY:
11                   Second.
12                   All in favor, "aye."
13               (Several members respond "aye.")
14               MR. ROY:
15                   All opposed, "nay."
16               (No response.)
17               MR. ROY:
18                   It's accepted.
19                   The Accountant's Report, Mr. Smith.
20                   Any comments from the public on that?
21               (No response.)
22               MR. ROY:
23                   Accountant's Report, Mr. Smith.
24               MR. SMITH:
25                   Morning.  Yes.  My job is to come and
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 1   tell you what's performing and what's not performing,
 2   and my report at this time will be similar to my report
 3   for the last, maybe, five years.
 4                   LED Status Report as of August 31st,
 5   2016, we have three loans on the books performing EDAP
 6   and EDLOPs for their loans.  They're all performing with
 7   a total of 768,469 as of end of August 31st, 2016.
 8                   In the old LEDC loan program, there's,
 9   right now, as we speak, one loan, Depot Drilling, the
10   balance of that loan they're paying down.  It's 164,516.
11   Of course, we have to have allowances set up for default
12   for the guaranty loans of 18 percent for EDLOP and EDAP
13   loans is 15 percent, which is standard.  That means that
14   none of those particular loans are headed toward default
15   or late.
16                   Total EDLOP, the total EDLOP balance, as
17   we said, is 768,146.  Fifteen percent of that is a
18   reserve, which is 115,270.  The old Loan Guaranty
19   Program is 164,516, 18 percent, 29,613 as of August
20   31st.
21                   Then we move to the SSBCI Guaranty Loan
22   portfolio.  As of August 31st, 2016, we have 22 current
23   loans, and I am, again, happy to report that there's no
24   one in default.  There's no one late as of August 31st.
25   And so you spoke about our default rate, I think we've
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 1   had one default since I've been here, and I've been
 2   here, what, almost nine years now?  And it's been so
 3   long I can't even remember what that was that defaulted,
 4   but it was an old loan in an old program.
 5                   And so that concludes my good news
 6   report, but I have in my hand, we're getting ready to
 7   embark upon the time of the year where the legislative
 8   auditors are coming in and visiting us for the next two
 9   to three months as usual, so maybe by the end of October
10   we would have our VP evaluations back and we can close
11   out June 31st and we'll be visited by the auditors and
12   we'll bet be getting back with you with our final
13   financial reports.  Hopefully sooner than January like
14   we did last year.  I think January or February.  I can't
15   remember.
16                   That concludes my report.
17               MR. ROY:
18                   Questions, comments?
19               (No response.)
20               MR. ROY:
21                   You said our formal is 14 or 15 percent
22   of the balance, the total reserve; is that what you
23   said?
24               MR. SMITH:
25                   No.  It was 18 percent for guaranty
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 1   loans, 15 percent for EDLOP and EDAP loans per board
 2   memorandum.
 3               MR. ROY:
 4                   Far above our historical losses.
 5               MR. SMITH:
 6                   Right.
 7               MR. ROY:
 8                   Okay.  Any other questions or comments?
 9               (No response.)
10               MR. ROY:
11                   Motion to accept the Accountant's
12   Report.
13               MS. THAM:
14                   Move to accept.
15               MR. ROY:
16                   Motion.
17               MS. MITCHELL:
18                   Second.
19               MR. ROY:
20                   Second.
21                   All in favor, "aye."
22               (Several members respond "aye.")
23               MR. ROY:
24                   All opposed, "nay."
25               (No response.)
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 1               MR. ROY:
 2                   Without objection.
 3                   Ms. Mitchell, President's Report.
 4               MS. MITCHELL:
 5                   Yes, sir.  Good morning, everyone.  Glad
 6   to be here to provide a report to you on behalf of
 7   Secretary Pierson, so thank you-all very much for being
 8   here today.
 9                   As you know, a lot has happened since we
10   last meet in April and we ended up having to cancel our
11   last meeting due to our attention can focus on flood
12   recovery, response and recovery, as well as many of our
13   own staff members unfortunately being affected by this
14   flood disaster, so we do thank you-all, fellow Board
15   members, for being flexible.
16                   In response to the flood disaster, LED
17   is sprang into action, and in conjunction with the Small
18   Business Administration and the Louisiana Small Business
19   Development Center Network, we have established
20   throughout the state eight business recovery centers
21   that are providing onsite services to businesses, small
22   businesses in particular, that have been impacted by the
23   flood.  We also established very early on an online
24   portal of business recovery resources.  We were, if not
25   the first, one of the first to do so to provide a
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 1   one-stop shop of information on resources available to
 2   businesses trying to get themselves back up and running
 3   after the flood.
 4                   We also worked with Economist Dek
 5   Terrell to develop an official economic impact report of
 6   the flood so that Governor Edwards had with him some
 7   official record of the damages and the economic impact
 8   of the flood as he and his team pursue appropriations,
 9   federal appropriations, from Congress to assist
10   Louisiana in flood recovery.
11                   So the estimated impact, not counting
12   any impact to public infrastructure, is around
13   $8.7-billion and about 3-billion of that hitting
14   Louisiana businesses on natural losses of inventory,
15   impacting their infrastructure and business
16   interruption.  So it was a significant event, and LED,
17   in addition to our day-to-day responsibilities, we are
18   continuing to do everything that we can to help our
19   businesses get back on their feet.
20                   And then within that number, which just
21   may be of interest to you, there's an estimated impact
22   of about $110-million to the agriculture sector, which
23   is critical to Louisiana, particularly rice and soybean
24   crops took a significant hit.  So there are about 900
25   businesses that were interrupted by the flooding that
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 1   began on August 11th and that continued for days, and we
 2   estimate, also, about 6,000 businesses in 22 different
 3   parishes actually were impacted in some way, shape or
 4   form by the flood.
 5                   Good news, if we want to project it,
 6   most of our major industries in the state remained open
 7   and continuing their operations successfully.  Our
 8   challenge remains, obviously, in restoring small
 9   businesses and helping residential repair housing
10   because the information that we provide with economic
11   impact actually translates both to the commercial impact
12   and to the residential impact.
13                   We also, we were working on launching an
14   innovative, new program to help small construction
15   companies build a solid foundation for their businesses
16   for growth and success through the Louisiana
17   Contractor's Accreditation Institute.  So that's going
18   to be conducted throughout October and November
19   throughout the state.  That will help small and emerging
20   construction companies learn the basics of the industry
21   and prepare for the state's licensing exam, and that's
22   going to be critical, even more so now, to get Louisiana
23   businesses back on their feet and give them the
24   knowledge and capacity to be able to help with the flood
25   recovery.
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 1                   Besides the focus on flood recovery, our
 2   team has been heavily focused on implementing the
 3   executive order issued on June 24th, 2016, which
 4   provided some significant reforms to the Industrial Tax
 5   Exemption Program, and our sister board, the Board of
 6   Commerce and Industry, is actually overseeing those
 7   changes to that program.  So what the Governor's
 8   executive order eventually did was two key things,
 9   provided a voice for local government as well as
10   accountability for program participants through job
11   creation.  And so we are focused very closely on
12   ensuring a smooth implementation of the executive order
13   so that companies and local governments and the state
14   can all work together to make sure that our program
15   remains competitive as one of 39 states that offer
16   industrial tax exemption.  And for the first time,
17   Louisiana will be in line with the other 38 states in
18   having local approval as part of the process.
19                   Just some notes.  We're also monitoring
20   the Task Force on Structural Change and Budget and Tax
21   Policy, which will soon be producing a report of
22   recommendations for the Governor and the legislature to
23   take a look at for the 2017 session as it pertains to
24   tax reform.  And that's why Louis Reine is absent today
25   because he also serves on that task force and their
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 1   meting is this morning as well.
 2                   Just some highlights on some good news
 3   that recently has come to LED.  Area Development has
 4   ranked Louisiana Number 5 in its Annual Top States For
 5   Doing Business Report.  We climbed three spots from last
 6   year.  We were ranked Number 8, and it's the higher
 7   ranking we've ever gotten from this publication.  And
 8   just a bit of background for you, this serves as one of
 9   the nation's top sites selection consultants weighing in
10   on their experiences in doing businesses in different
11   states around the country.
12                   Some other good news is that LED has
13   launched its first Diversity Committee for Small
14   Business Growth.  We have reaffirmed our longstanding
15   commitment to developing and advocating for woman and
16   minority-owned businesses throughout the state, so we
17   have a really good cross section of organizations that
18   promotes those goals as part of our Diversity Committee.
19   They've already held their first meeting and they will
20   continue to meet not only in Baton Rouge, but throughout
21   the state and get input on what the state can be doing
22   to help support those businesses.
23                   So it's been a brisk Summer for LED, to
24   say the least, and we expect that pace to continue
25   throughout the Fall, but we do thank y'all for your
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 1   service on the Board and thanks for working with the
 2   department.
 3               MR. ROY:
 4                   Thank you Ms. Mitchell.
 5                   Any other business?
 6               (No response.)
 7               MR. ROY:
 8                   Hearing none, I'll entertain a motion to
 9   adjourn.
10               MR. ANDRE:
11                   So moved.
12               MS. THAM:
13                   Second.
14               MR. ROY:
15                   Motion and second.
16               (Meeting concludes at 11:05 a.m.)
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