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MONTANA BOARD OF INVESTMENTS
DEPARTMENT OF COMMERCE
2401 Colonial Drive, 3™ Floor
Helena, Montana

MINUTES OF THE SPECIAL CONFERENCE CALL MEETING
December 9, 2013

BOARD MEMBERS PRESENT:
Mark Noennig, Chairman
Kathy Bessette
Gary Buchanan
Karl Englund
Jack Prothero
Marilyn Ryan
Jon Satre
Sheena Wilson

BOARD MEMBERS ABSENT
Quinton Nyman

LEGISLATIVE LIAISONS PRESENT:
Senator Dave Lewis
Representative Kelly McCarthy

STAFF PRESENT:
Geri Burton, Deputy Director
Dana Chapman, Board Secretary
David Ewer, Executive Director
Julie Flynn, Bond Program Officer
Herb Kulow, MCMB,
Portfolio Manager, In-State Loan Program

GUEST:
Webb Brown, CAE, President/CEO
Montana Chamber of Commerce

CALL TO ORDER

Board Chairman Mark Noennig called the special conference call meeting of the Board of
Investments (Board) to order at 2:02 PM. As noted above, a quorum of Board members was present.
All Board members and Representative Kelly McCarthy attended via telephone conference call.
Senator Dave Lewis and staff attended the meeting in person.

Chairman Noennig asked for public comment. There was no public comment.

MONTANA LOAN PROGRAM — IN-STATE LOAN REQUEST

Mr. Herb Kulow presented one loan for Board consideration and approval. The loan is an extension
of the previous infrastructure loan approved at the November 19, 2013 Board meeting to the City of
Great Falls in the amount of $4,999,800 for 100 acres of land and infrastructure including a heavy
steel manufacturing facility under construction by ADF International, Inc.

The loan under consideration is a participation loan from US Bank Great Falls (US Bank) to purchase
equipment for the steel fabrication facility. MBOI participation loan amount is $2,735,552 (80%) and
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US Bank amount is $638,888 (20%), for a total loan amount of $3,419,440. The borrower is ADF
International, Inc. (International), the operating company for the heavy steel manufacturing facility
located in Great Falls, Montana. The total purchase price of the equipment is approximately
$4,409,440. Collateral will consist of a first lien on equipment. Additionally, the loan is backed by an
Irrevocable Financial Letter of Credit (Letter of Credit), in an amount not to exceed $3,410,000 (U.S.
dollars) which effectively transfers the payment risk to the issuer of the Letter of Credit which is the
National Bank of Canada, Montreal (Bank) and acts almost the same as cash. Loan to value will be
79.1% using the equipment value.

Mr. Kulow explained the definition of an irrevocable letter of credit as a “guarantee of payment issued
by a bank on behalf of a client as payment to be used as a last resort, should the client fail to fulfil a
commitment.” It is proof of a buyer’s credit quality and repayment ability, and transfers the payment
risk from the applicant (ADF International, Inc.) to the issuer (National Bank of Canada, Montreal).
The Letter of Credit cannot be cancelled without written approval of the beneficiary, in this case, US
Bank.

The Letter of Credit is for $3,410,000 and is set up on a one year automatic renewal with a final
maturity date of December 15, 2023. The issuing bank can give 90 days’ notice prior to renewal that
it will not be renewing. US Bank is including in its loan agreement a provision that if the National
Bank of Canada cancels the Letter of Credit, it will constitute default and US Bank can demand
payoff, so the Letter of Credit acts almost the same as cash.

US Bank Great Falls performed a credit analysis of the National Bank of Canada which determined a
Moody’s rating of A1; a Standard & Poor’s rating of A- and a Fitch rating of A. US Bank is including a
stipulation in its loan agreement that a drop in ratings by any of the aforementioned rating services
will be considered an element of default and the Letter of Credit can be drawn on.

ADF International, Inc. is financially weak, which prompted US Bank to request the Letter of Credit.
ADF should show a profit by the second year of operation.

Responding to Board member questions, Mr. Kulow clarified some details:

e The loan to value (LTV) of 79.1% is calculated using only the cost of the equipment, which
serves as additional collateral to the Letter of Credit.

e Wells Fargo declined to finance the loan. They do not generally finance startups and the
additional collateral of the Letter of Credit was not offered at that point in the process, nor did
Wells Fargo request a Letter of Credit.

o After the Letter of Credit was offered, four Great Falls banks bid on the project and US Bank
won the bid.

e ADF Group, Inc. is the Canadian parent company which is a public company traded on the
Toronto Stock Exchange; they own 100% of ADF Group USA, Inc., a Delaware corporation,
which in turn owns 100% of ADF International, Inc., a Florida corporation and ADF Steel, Inc.,
a New York corporation.

e The management team includes three children of Jacques Paschini, the original founder of the
Canadian parent company, ADF Group, Inc. All have been part of the company since the
early 1980’s. All three are on the board of the parent company, ADF Canada, Inc. and hold
executive positions at the company; as such they will be involved in the operation of the Great
Falls facility.

e There are no local investors and the company was not lured to the area due to local or State
economic development incentives. The decision to set up the facility in Great Falls was
determined to be advantageous to ADF International, Inc. for several reasons, including Great
Falls’ work force, access to the oil sands in Alberta, Interstate, rail and air transportation,
availability of 100 acres of land, to name a few.
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e Thirty five local individuals have been hired by ADF International, Inc. to provide construction
and equipment testing at the facility and will remain employees of the company after
" completion, which is expected to be by early 2014.
e A tour of the completed facility would certainly be available to interested staff and Board
members.
¢ No further requests by ADF for loans are expected. The company is planning future projects
such as a painting facility; however, it will be company funded.

Board Member Kathy Bessette made a Motion to approve the loan to ADF
International, Inc. as presented. Member Sheena Wilson seconded the Motion.
The Motion carried 8-0.

ADJOURNMENT

There being no further business, the special meeting was adjourned at 2:21 PM.

Next Meeting
The next regular meeting of the Board will be February 25-26, 2014 in Helena, Montana.

Complete copies of all reports presented to the Board are on file with the Board of Investments.
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