Memorandum

VIA FACSIMILE

To:
St. Charles Parish Council

From:
Corey Faucheux

CC:
Albert D. Laque, Parish President

Date:
7/16/2014
Re:
Randa Corp. Project & Bond Issue
At the June 17, 2002 Council Meeting, you are asked to approve a resolution authorizing the execution of a non-binding, preliminary agreement between Randa Corp. and St. Charles Parish to finance the acquisition, construction and equipping of the company’s new corporate headquarters and distribution facility.  With your approval, Randa Corp., the world’s largest men’s accessories company will be headquartered in a 165,000 sq. ft.-facility in James Business Park, beginning in June 2003.  It was my intention to provide the Council Contract Committee with an overview of the project at its meeting scheduled on Wednesday, June 12, 2002.  However, I was informed yesterday that a quorum could not be realized.  Due to the complexity of this deal, the resolution could not be submitted by June 11.  Consequently, it does not appear in your regular Council Agenda for the June 17.  Therefore, I respectfully ask that you make special consideration to enact this matter on the 17th.  

Project Overview

Approximately nine (9) months ago, MetroVision contacted me about a New Orleans-based company interested in relocating.  The company was considering about ten (10) sites within the metropolitan area, as well as sites in Mississippi and Illinois.  As the site selection process progressed and Randa shortened their list of possible locations, the remaining communities engaged in a fierce competition for the project.  By presenting an attractive inducement package, and with the help of Dan Poulin of Sealy & Company and the State of Louisiana, I was able to convince Randa Corp. that St. Charles Parish and James Business Park is the ideal location for their corporate headquarters.    

THE COMPANY

Randa Corp. is the world’s largest men’s accessory company.  This year, Randa Corp. expects to approach $200 million in annual sales.   Randa Corp., which purchased Wemco in 1998, is currently located in the former Wemco facility on South White Street, just off I-10 and Earhart Expressway near the main office of the Times Picayune.  The New Orleans location is the company’s primary distribution center for the entire U.S.  Randa Corp. employs approximately 192 workers.  Because of consolidation within the company, Randa Corp. will add 132 positions at their St. Rose facility.  All of Randa’s products are  manufactured at their foreign, subsidiary plants.  The product is flown-in, then made “floor-ready” at the New Orleans facility.  Randa’s brand portfolio includes Countess Mara, Van Heusen, Claiborne, Geoffrey Beene, Dockers and Slates.

THE PROJECT
Randa Corp. will build a 165,000 square foot corporate headquarters and distribution facility.  Although plans are not finalized, the facility will include 140,000 square feet of modern, distribution center space and 25,000 square feet of Class A office space.  Estimated cost of the new facility is $6.5 million.  The company will purchase an additional $1 million of MIS and distribution equipment.  The new facility will be the distribution center for all of Randa’s products imported into the U.S.  By being the company’s corporate headquarters, the St. Rose facility will house all front office, or administrative functions.  The new location will employ a total of 325 workers with a total annual payroll of $8.2 million, annually purchase approximately $4 million in operational expenses and carry an annual inventory of about $18 million. 

THE INDUCEMENT PACKAGE

Although the total value is not equal to what was being offered in other areas, the creative incentive package we delivered to Randa Corp. merited their final approval.  The package is easily explained by separating it into two (2) parts:  the facility and the land.

The Facility
St. Charles Parish will issues revenue bonds to finance the construction of the facility.  This results in the parish owning the facility and leasing it to Randa Corp.  The annual lease rate will be equal to the annual debt service owed on the bonds.  The incentive to Randa Corp., is two-fold.  First, because the bonds are being issued through the Parish, Randa will get a below-market interest rate and will be able to finance the project for a term longer than the standard terms offered through conventional  lending.  Second, because the parish will own it, the facility will be exempt from ad valorem taxes.  Based on the current millage rate, Randa will realize savings of approximately $124,000 annually for the term of the bond, estimated to be twenty (20) years.   Please note that this public ownership arrangement does not exempt the company from sales and use tax obligations resulting from company purchases during and after the construction period.

As an added incentive, St. Charles Parish will agree to reduce Randa’s annual lease payment obligation based on the annual average number of St. Charles Parish residents employed by the company.  The rental reduction will be determined based on the following provisions:

	  EMPLOYMENT

YEAR
	AVERAGE NUMBER OF EMPLOYEES RESIDING IN ST. CHARLES PARISH
	RENTAL REDUCTION

PER EMPLOYEE
	Maximum annual rental reduction

	Year 1
	32
	$8,593.75
	$275,000

	Year 2
	65
	$3,461.54
	$225,000

	Year 3
	81
	$2,469.14
	$200,000

	Year 4-5
	97
	$1,958.76
	$190,000

	Year 6-10
	100
	$1,850.00
	$185,000


The Land
Louisiana Economic Development Award Program approved a $1 million grant to St. Charles Parish to cover the expense of purchasing a 9.7-acre parcel, on which the facility will sit.  On June 7, 2002, I appeared before the Louisiana Economic Development Council to get formal board approval of our grant application.  St. Charles Parish will be reimbursed for the entire land purchase price.  After the land acquisition, St. Charles Parish will execute a Ground Lease with Randa Corp.  The annual lease payment charged to Randa Corp. will be equal to the current ad valorem tax revenue generated by the parcel, approximately $12,260.  The annual lease payments will be disbursed to the tax recipients proportional to the millage rate assessments.

The Return On Investment

Over the initial ten-year period, Randa Corp. can earn up to $2.005 million in lease reductions.  However during this same period, the project’s total direct economic benefit to St. Charles Parish exceeds $4.4 million, or a 119% ROI!  This figure does not include the indirect benefits of the company’s presence in St. Charles Parish.  A large portion of the project’s economic benefits derive from the sales tax revenues generated during the construction phase of the project and from the company’s annual inventory tax obligation.

I apologize for not being able to have the resolution appear on the regular agenda.  However, it is important that you approve this resolution on the 17th.  It isn’t very often that a small community like St. Charles Parish earns the opportunity be the home of a $200-million global, company and in the process, double its money. 

I am looking forward to meeting with each of you to discuss the specific details of this very exciting project.  All parties involved intend to appear at a Conract Committee meeting within the next few weeks.  You will receive a hard copy of this information in the postal mail, as well as additional information on the Randa Corp.  If you have any questions, please call me at 783-5140 or e-mail me at corey@stc.nocoxmail.com.

ATTACHMENTS

3
( Page 3

