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MEMORANDUM

Date: MNovember 30, 2005

To: Business Development Corporation of Northeast Florida, Ing.
Membership and Board of Directors )

From: Brian D. Teeple, AICP -~ President and CEQ @/

Re: December 7, 2006 — BDC Board Meeting

A meeting of the Business Development Corpotation of Northeast Florida, Inc Board of
Directors will be held on Thursday, December 7, 2006, at 00 a.m. at the Northeast Florida
Regional Council, 6850 Belfort OCaks Place, Jacksonville, FL, 32216.

6850 Belfort Oaks Place * Jacksomville, FL 32216
{904) 279-0850 / Fax {904) 272-08581 / Toll Fiee 1-300-385-7558 / Web site: www.bdcjaxnfl.oig
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Business Development Corporation of Northeast Florida, Ine.

Call to Order, Boll Cail

Approval of Minutes

Update on BDC Status

Board of Directors Meeting
AGENDA
December 7, 2006
Northeast Florida Regional Council
10:00 am

- Introductions

Dissobution of the BDC Membership

Any other business

Next Meeting Dale and [ocation:

Adjourmtent

JTanuary &, 2007

Business Development Corporation of Nottheast Florida Inc.
6850 Belfort Oaks Place

Jacksonville, FL 32216

tDenofes Action Ttem,
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Minutes of the
Buosiness Development Corporation’s
Board of Directors Meeting
Angusi 4, 2005

A meeting of the Board of Directors of the Business Development Corporation was held on
Thursday, Aupust 4, 2005, at 6850 Belfort Oaks Place, Jacksonville, FL 32216,

Chairman Kanbar called the meeting to order with the following meinbers present representing a
quonuTL:

Linda Myers Brad Purcell
Charles Prachar Bob Sgroi
Clare Betry Bob Spaeth
Rea Fleckepstein Karen Stern.
Blair Kanhar Wes Larson
Joann King Vernon Mycrs

Don Crichlow

Excused Absence:  Ginger Barber, Jerry Holland Mary [ awson-Brown, Hairy Waldron
Tames Weaver, Jim Swanson

Staff: Steve Mahaven Brian Teeple Barbara Rovedo and Peggy Conrad

Mr. Teeple called attention to the organizational structiwe of the Business Development
Corporation and the flowchart containing information regarding the purpose and ol of the
Membership, Board of Directors, and the Executive Loan Committee.

*Approval of Minutes
Mayor King moved approval of the February 10, 2003, meeting’s minutes; seconded by
Mr. Sgroi; motion nnanimously carried.

BDC Website Preview
Ivir. Mahaven called attention to the new BDC website and stated this was still under
construction but would be available within the next 30-60 days. There are scveral links available
to applications, slecironic newsletters, success storics, and links to all eounty developments
served. Mr. Mahaven called attention to the two new BDC logos being considercd and stated
that members’ comments are invited.

Portfolio Surmary Report
Mr. Mahaven stated that the Portfolic summary included loans approved by the SBA or in the
process of being closed. Through July 27, 2005 there are 27 loans that have been approved by
SBA and as soon as they are closed they will be added to the porifoho for servicing.




Executive Director’s Report
Mr. Mahaven called attention to an updated loan Kst through August 1, 2003, and the WADCO

nevsletter,

Mr. Mahaven mentioned that Mr. Harry Waldron and Mr. Bill Beurmann bad recently retired
and so two new Execntive Loan Cormnnittes members are being sought

Next Meeting Drate and Location
The next meeting will be held on Thursday, February 2, 2006, at the Business Development
{orporation of Northeast Florida, Tne. 6350 Belfort caks Place, Jacksonville, FL 32216.

Steven E. Mahaven, Executive Director
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U.S. SMALL BUSTNESS ADMINISTRATION
WASHINGTON, DO 20416

@ .
A 19'?3 1‘5‘

AUE 8 2006 | N T

Mr. Stevep E. Mahaven
"Executive Director:

Business Development Corporation nf Noitheast P torida
6850 Beifort Oaks PL :
JTacksonville, FL . 32216

Dear M1, Mghaven:

During our review of Business Development Corporation of Northeast Florida, Inc 's (the
*“CDC™) A.LP renewal, we have Identified issues that need to be addressed to bring the
CDC into regulatory compliance. Detailéd below are our findings and the corrective
actions that will need to be taken. .

MEMBERSHIP

The CDC Membexship must be comprised of representatives fiom government
organizations, financial institutions, commumity organizations, and local businesses who
actively support economic development ih the Area of Operations. The regulation also
prohibits any indtvidual or entity from ¢controlling more than 10% of the CDC's voting
membership [13 CI'R_{:}]E!] §22(a)].

We have reviewed Membership of the CDC and have noted the following:

e Thirty (30} of the thirty-five (35) members {which equates to 85.7%
of the total membership) ate merbers of the Northeast Florida
Regional Couneil (Cuuncﬂ} w]:uf:h is also the professional services
contractorn.

The composition of the CDC' s Membership will need to be restructured to comply with
the regulation.

EDARD of DIRECTORS
The CDC must have 2 Board of Duec’cms clr::ctcd fiom the Membership representing

three (3) of the four (4) Membership groups where no single group shall bave control
(13 CFR §120. 823). In addition, the CDC contracis professional services from the
Council. SBA regulations state “No contractor (under this section) or Associate of a
contractor may be a voting or non-voting member of the CDC’s Board ™ -

[13 CFR §120 824(f)].

SBA IS AN EQUAL DPFGRTUNIT& E"&IPI_ DYER AND PRGYIDER

Fedta Feoen %?F Wl Foge e Sem



Business Development Cotporation of Northeast Florida, Inc

Our review df’th; CDC's Board of Directors noted the foflowing:

¢ Four {4) of the Board members are not Members of the CDC,

* Eleven (11} of the twenty (20) Board members are representatives of
the Council. The Council repiesents the “Community Organtzation™
which represents ong of the four (4) “Membership Groups.” As a
result, one group controls.

» The Council which also is the conkactor is sifting on the Board of
Directors.

Ihe composrtmn of the CDC"s Board of Directors will need to be restructured and,
simultanously, will need to ensurc that no contractor or Associate of 4 contractor is a
voting or non-voting member of the CDC"s Board.

PROFESSIONAL SERVICES CONTRACT
The review of the professional services contract between the CDC and the Council was

conducted in accordance with the regulations as cited in 13 CFR§120.824 and Procedural
Notice 5000-787. Contracts for professional services contracts must be approved in

advance b}r SBA.

Our review of the existing contract has determined that in order for the contract to
comply the following terms and conditions must be added:

& The cc’:nipa-nsatinn must be bioken down by individual or position.

» The actusl rate of compensation for each person/position must be stated
as an hourly rate in the countract (or in an attachment to the contract).

*» The contract must provide a basis that the fees are customary and
reasonable for similar services in the arca.

» The contract must inichude a prcmqtc-n that allows the CDC to ferminate
the contract without penalty prior to the expiration of the contract {(nsoaily
30 to 60 days).

*  The tetm of the conract must be cleaﬂ} stated.
The contract must contain a statentent thar payment is for services
actoally performed.

= The contract must contain a statement pmhibiting the contractor from
requiring a borrower to purchase other sérvices from the contractor as a
condition of the contractor’s performing CDC staff or management

tinctions.

Please provide a draft u::f the revised confract that in¢ludes the above referenced items in
order o satisfy SBA’s requirements as stated in 13 CFR §120.824 and Procedural Notice

5000-787.



Business Development Corporation of Nottheast Florida, Inc

ARTICLES OF INCORPORATION _

Our zeview of the Articles of Incorporation finds them to be in compliance. However,
detatled below is a recommendation for your consideration.

ARTICLE I - CORFORATION PURPGSE

SBA’s current regulations expand the Area of Operations for all CDCs to operate in the
entire stafe of its incorporation. You may wish to expand the CDC’s Area of Operations
as it 1s currently Iimited to the counties of Baker Ciay, DuVal Flagler, Nassau, Putntam,

and St, Fohns,

BY -LAWS | o
We have réviewed the By-laws and have identified areas that will need to be amended to
bring the CDC into compliance with SBA’s tequirements. Whers applicable, the use of
regulatory language (not the numerical citations) and other requirements must be
incorporated into the amendments,

ARTICLE H - OTFICE & EOUNDARIES
Currently, this article identifies the CDC"s Area of Operation to be Baker, Clay. DuVal

Flagler, Nassan, Putoam, and St. John's counties.

We Iecomﬁ;aﬁd that this article be amended to reflect tho CDC'§ ability to expand its
Atea of Operation to reflect SBA’s regulatory limif. (This revision is operation is
optional } ' : '

ARTICLE HI -MEMBERSHIF |
Section 4: Power and Voting Rights — “No member or entity shall own or control more

than 10% of the CBC's voting membership.” [13 CFR120.822 (a)].

ARTICLE TV - MEETINGS
SBA, requires that a quorum must be present for the Members 1o ransact buginess. SBA
defines a quorum as the presence in person or by proxy, of at Ieast 51% of the

menthership entitled to vote

ARTICIE ¥V - BOARD of DIRECI'OBS ) K _
Section 2: Number, Tenms of Office, and Method of Election - Board of Directors must

be elected from the Membership. Additionally, three (3) of the four (4) membership
groups must be represented with at least one member other than the CDC manager having
commercial lending experience. No single group shall have control

[13 CER §120.822 (a)].

Section 12: Vacancies ~ SBA permits the Roard of Directors to fill interim vacancies on
the Board of Directors. However any individual filling an interim vacancy nust stand
for election at the next Annual or Special Mesting of the Members, whichever occurs
first. :

No contractor or an Associate of a contractor may be a voting or non-voting member of
the CDC’s Board [13 CFRI20.824(f)).



Business Development Corporation of Northeast Florida, Inc

ARTICLE VII - COMMITTRES .
The Fxecutive Loan Committee is comprised of the Chair of the Corporation and six {(6)

other members of the corporation and/or financial commumity. SBA tegulation,
i3 CFR120.824(a), permits the Board 1o establish a Loan Committee of non-Board
members, the commitiee must:
» ' Report to the Board;
» Incinde at least one member with commercial lending experience acceptable
to SBA;
+ Have ali members of the Loan Committee live o1 work fn the Area of
Operations of the State where the 504 project they are voling on is located; .
*» Not have any CDC staff serving on a Loan Comumittee;
+ Havea quorum of at least ﬁve (3) committee members who are authorized to
vote;
¢ Have the CDC s Bourd ratify all actions of auy L::}an Commitiee; and
« Not have any actual or apparent confiict af interest with 1espect to any actions
of the Loan Commmittee.”

FINANCIAL ABITETY TO OPERATE

“A CDC moust be able to sustain its operatu:rns coni’;mmusly, with reliable sources of
funds {(such as income from services rendered and confributions from government or
other sporisors). Any finds generated from 503 and 504 loan activity by a CDC
remaining after payment of staff and overhead expenses must be retained by the CDC as
a reseive for future operations or for investment in othet local economic development
activity in its Area of Operations.” (13CFR§120.823).

A review of the CDC's audited financial statements fo1 the FY 2005 reveals that it has a
surplus of Operating Income and Net Income for that year alone. However, the CDC has
~aNet Déeficit in the amount of $293,201 as a result of the carry ovér amount. In the same
report, FY 2004 shows an Operating Loss and Net Loss of $64,048 with a Net Deficit of
$357.249. Asaresult, the CDC’s financial ability to operate is called into question

Please provide an explanation of the natire of the losses and the deficit net worth
including the steps being taken to bring the CBC inte compliance with this regulation:

CONIROL/AFFILIATION

“Concerns &re affiliates of each other when one condern controls or has the power to
control the other, or a third party or parties controls or has the power lo controf both.
SBA considers factors such as ownership, managemient, previous relationships with ot
ties to another concern, and contractual relationships, in determining whether affiliation

exists™ (13 CFR§120.103)

In order to better undersfand the rﬂlaucrn.siup of the CDC and the Council, we reviewed
the FY 2005.audited financial statements in the Annual Report. In Note A -
Drgamzatlﬂn and Significant Accounting Policies of the audit report, it states that
CDC *,. ‘was formed by, and is a blended component unit of the Northeast Florida
Regional Council {the Council). The Corporation falls under the scope of the andit of the



Business Developrment Curpmatir:m of Northeast Florida, Inc

Couneil and its financial information is included in the Council s audited financial
staternents for the year ended September 30, 20035 that the Conneil has consolidated
financial statements which includes BFC. In Note B- Related Pariy Transactions of the
CDC’s FY 20035 audit report, it states that “The Corporation’s cash halance is part of a
cash investment pool that is maintalned by he Northeast Florida Regional Council. ., This
allows the Council the ability to manage the daily cash position. The *Equity in Cash
Pool’ consists of cash owned by the Corporation and is deftned as resources that can be
liquidated withoirt delay or penalty. The amount of cash pool owned by the Corporation
as of September 30, 2005 was $201,439. The amount due the Council at September 30,
20035, resulting from a net curulative operating deficit since the Corporation’s inception

1s §293, 2017

‘The presence of the Couwreil (c:ihnhac’tm) on the CDC's Board and the auditor”s
comments relative to the CDC being 2 “component unit” of the Council make it evident

that control or power to contro] exists with the Council,

Therefore, we bave determined that Business Development Cerporation of Northeast
Florida is an affiliate of the Northeast Florida Regional Council. Our regulations and
policies require that the CDC be independent and not controlled by any other entities, as
we only regulate the CDC not the other entity.

The CDC must take immediate steps to rédefing its relationship with the Council so that
it is neither an affiliate of or coutrolled by the Council. -

We welcome the opportunity to discuss the issnes raised in this letter. If you should have
any additional questions, please contact me at {202)- 205-7238.

Sincerely,

' A B McCc- o)
Chief, 504 ngla_m Branch

cc: Wiifredo Gonzalez — District Director, North Florida District Office
Veronica Wallace - Team Teader; North Florida District Office
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BUSINESS DEVELOPMENT CORPORATION

OF NORTHEAST FLORIDA
BOARD OF DIRECTORS

fas of 11-3.06)

hs. (Gingor Barbar

Baker Comnty Chatnbe- of
Commerse

20 B, Macclenty Aove: .
iasclenrry, FL 32063

(B} 259-6433 (H} 2602545
FAX: 25392757

Comenin fy Rapronesetion (B

s, R Fleckensizin
Surnmit Contractors

2604 Tacifo Trail
Tacksomville, BT, 32223

{15y 268-3487

Bt 'reys Heprivearmian ()

Hon. Inarn K. King

MWayor of Bunmell

B4} Box 275

Bunoell, FL32110

(B1 4377500 (H) 437-5241
FAX: 4377503

Coverng end Rep-sasvhatie g (F)

b5, Mary Law-o1-Broam
Drevsm Froaeral Homs

201 ¥orth 7 Strect

Palaka, FL 32177

() 3254544

Brrinesg Repressatorfon (K

Haon, Brad Puresll

Puzmam County Cotntmissionsr
1035 Point of Woeds Tzail
Palatica, FL 32177

[B/H) B04-328.5725
CFoverpmant B opresewmt: o (F)

mir. Bohert ' Baoly ' 3paeth
Mazzam Chamber of Comcner e
Member

32 Marsh Creek Road

Arnelia Ieland, FL 32034

(Do) 261-742%

Comrrity Representgion (M

Hem. Faren Ster::

Vico Chairman

St Joms Coumnty Co- o issizier
P, Dirawer 349

Bt Avpnstme, TL 3208540345
(E) D323 2400

[Fazcy Ofd-B23-2358

Gavemme nt Reprageataion (5.0

Haon Do Crichleas

City of 5t Aupnstine Commiss o e
2d Cadhedenl Place, Swite 300

St Augnstise, FL 32084
Fovergwent Reprasentotc o (58 1)

Ar. Wes Lamon

Foan Commiticee Membear

President - Pulnzm Ceunty Chakes
of Commeres

P O Bax 550

Palatba, E{. 3201 7E-0557

o sty Representmsy (£

Mr, Vernon Myers

Loqre Cantenfites Mot
1419 Keid Street

Pulatka, Y1 32177

Frammeial Represennaicn (F)

Mr. Hamy Waldron

Loz Cornnittoe Manbiy
11% Colon Avenus

8t Augnsting, F1 32084
Byrinest Keprarartation (£

M. Jernes WL W nEver

Loan Cammitten Mamfer
AVPSBACommerntial Lending
First Coast Comtnemity Bank
1750 Sourh 14" Strast
Fernandzna Beach, FE 32034
Finguneiol Represecialen (20

®r. Fim Swansorn

Laan Commitiae Manher

First Federal Bank of Modh I londa
2501 TS, One Suuth

St Augrostine, FL 32085

Finareial Reprosemiafier (5t 1)
(Oda61-14581



s Cifnper Barber

Eaker Courty Charsber ot
Commerce

23 B Mecolery Asenue
Macclenny, FL 32063

(B 230-654 33 (H) 23%-2545
Cavaenity Rzpresamtgtion (2)

Hon. {rordon Crews

Baker Coundy Cominissicer

535 Morth 3* Street

Macclennw, FL 32063

(B) t4-230.3613

[Fax) G042 507610
Orrrnmmnt Rapres: forisg ()

&=, Fea Fleckensler:.
Surmtait Contraciocs

2604 Tacilo Trail
Jackspmwlls, FL 32273

(H) 2683437

Busiresr Repreveataticn (1)

Hon, Jozon B Eing

Mavor of Buneell

I Box 276

Brennell, FL 32110

{B) 4327500 (IT) 437-3241
{Fax} 4377303
(ravapmen and Bapr ook (5

Mg, Marv Lawson-Biam
Browrn Furetal [ome

201 Marth 2™ Street
Palaika, TT 32177

(B 2254544

Brghert fepre se i (F)

Hon- Brad Purcell

FPutnam Cornty Cotnroissicne:
103 Point of Woodz Trail
Palatla, FL 32177

(B 904-3285723
Crovernrent Reprasontatiog (F)

M. Robert "Bob ' Spacth
Nassan Chamber of Comtheree
Mearnber

82 Marsh Craek Eoad

Amelia I5land, B 32034

(o) 26T-7427

Comrmunity Rep wersmtmicn ()

M. Hugh B Fizh It
Attormesy ag Law

B.Ch. Box 331

Macclenny, FL 32063

() 04259277

(Fax) M)4-250-3483

Bogin zex Represeatation (3)

Hon Hargld Fartledge

Clay County Commissionc
PO Box 13606

Green Cove Springs, FL 52043
{E} 942696376

{Fax} 904-272-4731

{rove wntent Repras tarion (C)

BUSINESS DEVELOPMENT CORPORATION
OF NORTHEAST FLORIDA
MEMBERSHIP

s, Mzry Lonise D oap:y
H. 3mith, Inc,

Ome Ban Jose Flace, Suitz 7
Jackeomyvilie, FL 32257

(3 S0d-2GR.0290

Ausiners Represent. o (D

I, Chip Ladhl

Lzib] Tire

314 Raid Strael

Palarka, F1. 52177

(B) 3B6-325-7423

Bunipgys Reprersteton (F)

M. Ha v Mazwell

Flomida East Coagt Railway
PO Box 2213

8t Avpustine, FL 32085

(B H4-704-0033

Brrinews Rapegreriatiog £5 0

M. Lindz Bumeme

SIEWMD

PO Box 1428

Palarka, FL 32178-1 429

(B FR6-3R0-4280

(Fmi) 3E6-320-4123

ot mend fapres e o (FY

Han, Earen Slem

1140 Kiltnars Ceurt

51 Augustine, FT 32083

8t Aupusting, FL 220550349
(B D082 32407

Comma. 1ty Kerer: atoticn (5 L

Mr. Lamry Farks FDOT Director of

Plamming & Prodocren District
Two

1109 South Iarion Avenus
Lake Cigy, FL 320253874

(B 2469617850

T et Represombatias. (F)

WIr. Girggory Strong

FDEP Dir. of Dist, Mamt

THZS Baymneadaws Way

Suite B-204

Jackscavilks, FL 32236-7377
(B 904 R07-3201

Goreva wend Reprege waica (0F

Mr. Jarnes Blechsr

Carrm City of Afl=-fiz Beach
330 Garden Lsne

Arlantic Besch, ¥1 32233
(B D04-247-3600)
Represeiot i (A 8F

Mz Carol A Vallercourt

Clay County Scino] Board
3345 Shenan doah Drive West
Crange Park, FL 32063

B & H) 904-204-1589

e ve.meaeny Reproscntation (C)

11430406

Hon Den Crichlow

Ciey of 5t Augnstine Cocvme 30 o
24 Cathedeal Place, Suite 300

. Aupnstize, FL 32084
Covernmont Reprasealst oo (5 0

M3, Deidrea O, Frimki:.

2455 Srockeon Strest

Fleen Cove Spronex, TE 22043
(T} $04-T7E-4T45

i Tmess Repeanatation i)

Hem. T om Braran

Massau Coamty Cor - yissioner
7540 Piretes Way

Yulee, FE. 32097

(HiFax) $04-251 7739

(=) A0-T55-34 20
Crovernragnt Reprasirielion (N

Heom. Blaine Brown
Councibaenran — Jacksomvilla City
Counel

1F7 West Duval Street, Suite 225
Jacksonville, FL 32202

(T8} 906301381

Croversaant Reproes: fetae (0

hr. Bill Easfovd

433 Ragpedv Point Road
Fleming Island, FL 32003
(B Q042722100

(F] S0d-278-0088
Apsiness Repres et n

Mr. Wes Larson

Loan Commtiee Memher
President - Putnam Cowory Ciambel
of Commerce

PO Box 330

Paletkm, FL 321 78055}

Comenanity Reproseriation (£

&I, Vermnon Myers

Loan Compectéee M v
1419 Bgie] Strect

Palatta, FL 32177

Fingneisf Baoperenition (1)

A, IFarty Waklron

Logn Concmittes M b
118 Calon Avenes

3t Avgustine, FL 32084
Busginpes Represepiation (£

Mr. Jim Swemson

Lo Comnrittoe Mipthey

First Federal Bank of Nartt #3: 541:
23MH TS One Sonth

St Augnstine, FL 32046

Frumecial Representativg (5t J)

Wr fames W, Weescr

Logr Commbties Mamber
VP-SBAT ommerrial Lending
Frst Coast Community Bank
1750 Souh 14" Sireet
Femanding Besgh, FL 32034
Finangial Representation ()



