Burleson business
gets capital, new equity ©
fund gets tax credits

BY NARGARET ALLEM | STAFF WRITER

When Mike dAmes bought Toete Systems
Intermaticnal L.E in 2003, the engineer
and entreprenenr realized Girly gquickly
the company required more cash to tap its
potential,

Tn April, the fiFvearold maker of sealed
tmlk cantainers and systems for the phar-
marcentical, food, mamifacturing, and oil
and gas indastries becaome the first deal
fioe 1 v Dl pactvvate equity fund Lome
Slar New Markets LB

Laone Btar; fonnded fn 2006, paid $2 million
in April for themajority share of Burleson-
tazed Tote, said Arthur Hollingseroth, a
Iongriime Dallas privateequlty imvestor and
Lome Slar managing partnec

Tote, whose customers include DuPont,
The Coca-Cola Co, Mestle 8,4, GlaxoSmith-
Eline S3.p A, Merck & Co, Inc., Johnhson &
donson and Baver Corp, as about SO,0H
uf Ite sealed bulk containers and systems
ingtalled in manufacturing plants sround
the wortd,

ot wns wery attractive tons,” said Hal
lingsworth, citing Tote's market posithon,
rustomer hase, installed base and manage-
Tent team.,

“Theyre kind af [‘nej{ﬁ'cr: orEleenex of
thede biie iness, Thelr name 18 syRonyinois
with bulk containers,” he said, "That's
quite valuahle, And their customer hase
wins guille Impressine”

An expensive niche

A 5250 million indushy armualty m the
Uleutesd Statee, sealod bulk containers are a
Rty way o msnagme both Houbd aosd pov-
der compounds during manufacturing, said
Ames, now 8 minority Towe shareholder:

Hewas happy tohring Lone Star into the
pletare, Tote's highly enginesred, custom-
designad container evstems are e of
aluminum and steel, and projects have i
lemg gestation from order to delivery One
coptladner can cost Inoan S2000 to §184000,
while p small system of 80 contniners anid
sdditional equipment can man §1.2 million,
he said.

“This kind of indostry takes a large
{mvestment in raw materials,” Ames said.
“Thirzsd befielon will holpus manage the
bl projects. This ghes ws the opportacdiy
to really go after the largs jobs.”

A new private equity fund in Dallas,

Equity group acquires
specialty container co.

Lone Star MNew Markets takes advantage
f tax eredits offered by the 118, Traasury
Drepartmens in rennn for investing inlow-

ineome commmundties, That's pardodady
artractive to banks, which must comply
with the 1977 federal Community Rein-
vestment Act requiting thrifts and banks
made caplital available in disadvantaged
neighborhoods.

Lome Star's lead imvestor is Dallas-hased
Town Horth Bank N4, Other investors
inelude Legney Teaas Banle, Plass:; Begdons
Bank, Birmingham, Ala.; Dallas-based
Rank of Teras LA Tnwood Mationa] Bank,
Dallas; amnd Amegy Bank F_A., Houston;
and Weat Texas National Bank , Midland.

Lome Star was certified in 20Md as & Com-
ity Development Entity as partof the
Treasury's New Markets Tax Credit Pro-
gramm, Bnacted in 2000, the program's al-
locations so far will generate 515 billion
in mew, privae-sector, equity investments
in o ineome roral and urhan communi-
tlis, aveording to the Narional Commuamity
Capital Assoclation.

Wonprofit and for-profit et ities compote
t win allocations for either lending or eq-
wity imestments in either real estate or
usiness development. A fund can target a
particular stabe, or several states,

Lome Star, a for-profit entity, won o $23
millinn allocation forr equity imvestments in
business development m Texas. The fund
ia the only for-profit, equity Community
Dievelopment Entity covering Texas,

Trvestors in the fund receive a tax credit
spesd over seven vears equal o 8% of
their investment, according to the National
Commmumity Capitl Assoeiation. Congress
allocates about 1 billion in the ax credits
anally

Lome Star's imvestors will receivo 810 mil-
Tirm in tax credite onoee the fund invests §23
millinn, wivich it must do in five vears.

Hollingsworth has commitments for the
{ull £25 milion, which will likely be spread
acress elght to 10 ransaetions, he said,

Tex meet the prosram's meome require-
mrenits, Tote will locats a new facility about
thres miles souch of its current 52 000-
square-foot manwlacturing plant and of-
fices in Purleson, Ames sald.

Thecormipany; which employs 60, will add
anocher 15 emploress, he said.

Lone Star Newr Marketa has a few orher
com e ies ander-eonsideration, ugmany
of the fund’s transactions haven't verbesn
idemtified, he said. About half of is deals
will he growth-capital investments, while
Tl w11 b oatrighe acquisitions.
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