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MEETI NG M NUTES FOR THE FI NANCE COW TTEE
OF THE
LOUI SI ANA ECONOM C DEVELOPMENT CORPORATI ON
HELD AT
LOUI SI ANA STATE EMPLOYEES' RETI REMENT SYSTEM BUI LDl NG
FOURTH FLOOR BOARD ROOM
8401 UNI TED PLAZA BOULEVARD
BATON ROUGE, LOU SI ANA
ON THE 20TH DAY OF FEBRUARY, 2015
COMMENCI NG AT 9: 08 A M

REPORTED BY: DESI REE DELATTE, CCR, RPR
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Appear ances of Board Menbers Present:

Susan Tham

Al den Andre
Nitin Kanath
Cal Si npson

Staff Menbers Present:

Mel i ssa Sorrell
Brenda Guess

Chri stian Penni ngton
Robbi e Tate

Erroll Smth

St eve Baham

Susan Bi gner

Bob Cangel osi
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we'll call

pl ease.

V5. THAM

| f everyone wil|l

the neeting to order.

MS5. SORRELL:
Susan Tham
MS. THAM
Her e.

M5. SORRELL:
Ann Vill a.

(No response.

M5. SORRELL:
Al den Andre.
MR, ANDRE
Her e.

M5. SORRELL:

Jay Rousseau.

(No response.

M5. SORRELL:

Ni tin Kamat h.

(No response.

MS. SORRELL:
Cal Si npson.
M. Sinpson:
Her e.

t ake a seat,
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MB. THAM

Thank you. So today is our
Fi nance Commttee neeting. W're going to
go over our auditor's report and al so our
I nvest nent anal ysis by Chaffe.

Ms. GQuess, were you going to
I ntroduce our auditors?

MS. GUESS:

Yes, | wll. Thank you. Good
norning. Today we have two audit reports
that are going to be presented to the
Fi nance Commttee for presentation and for
ratification at the full board, and we have
M. Barrett Hunter representing the
Loui si ana Legi sl ative Auditors, and we have
M. Marc Katsanis from Chaffe & Associ at es,

and the first itemon the agenda is for

M. Hunter to give the Legislative Auditor's

Report .
MS. THAM
Thank you. M. Hunter.
MR, HUNTER:
Good nor ni ng.
MS. THAM

Good nor ni ng.
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MR. HUNTER

My nane is Barrett Hunter, |ike
she said. |'mthe audit manager over the
audit. We have a team of about three our
four people. This is our first year the
| egi slative auditors did the EDAP audit.

| want to, first of all, start
of f by thanking the LED and the LEDC
enpl oyees, Brenda and -- I'mnot going to
name themall, but there's a lot of -- Alden
al so. | know he's not here, but M. Cooper,
who was y'all's prior auditor, independent
auditor, he provided a | ot of assistance
too. So our report was issued on Decenber
17th. | hope y'all had a chance to | ook at
it.

Starting on page 2 is the
opinion, and it's an unnodi fied opi nion,
which is a clean opinion. [It's a good
opinion. It basically states that LEDC s
financial statenents were nmaterially
correct. W also have a paragraph, an
enphasis of matter paragraph that had to be
di scl osed and that's for a SSBCl revenue

that net criteria for revenue recognition.
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So we have to restate the beginning, that
posi tion.

Now, that paragraph does not
affect the opinion nodification, so it's no
effect on the opinion. Page 5 through 30 is
the financial statenents. 5 through 9 is
the MDNA. 10 through 13 is the actual
financial statenents. |'mnot going to go
into anything in detail, but any questions
y'all have, we can go into it and then it
goes into the notes and then the
suppl enental schedul i ng and i nvest nents.

On page -- actually, after page
30 is Exhibit A It's the Governnent
Audi ting Standards reports and what is that
iIs areport on the infernal control and on
any conpliance, and we found no issues, no
material deficiencies in internal control or
financial reporting, and we found no
nonconpl i ance i ssues that needed to be
reported. The |ast year's report had one
finding in their report on the bonds, but we
found that that's been resolved. There's
controls in place and everything, so it's

not repeated in this report. The tim ng of
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the "15. W're going to do it again in '15,
| would think it's going to be pretty

consi stent to what we have this tinme, we

i ssued in Decenber. W were trying to issue
it in Novenber, but |earned that that's kind
of inpossible with waiting on the investnent
reports. So | would suspect it's going to
be sonetine in Decenber.

That's pretty nuch all | have.
|"'m open to questions.

MB. THAM

Any questions? You got to read
it? Also, we're going to hear from Chaffe
and if you have any questions that integrate
the investnents, the analysis, or the
val uation of them we can al so ask about
that after Chaffe presents their rough
report.

Any questions? And from Chaffe,
you're going to present the val uations?
Thank you.

MR, KATSANI S:

Good norni ng, everyone. Again,
|'"d also like to thank the staff of LEDC for

maki ng everything run snoothly during the
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process. | guess we wll start by -- you
know, our report really goes into detail and
descri bes each of the investnents that LEDC
has. The overall summary is shown on
Exhibit 1. For each of these investnents,
we perfornmed a full valuation as prescribed
by by Al CPA standards and interviewed the
managenent of each of these conpanies to
determ ne a final valuation as of your
financial statenents dated June.

MB. THAM

Excuse nme. That exhibit is
right after page 207

MR, KATSAN S:

Yes, that's correct. 'l
summari ze this table, and |'"'mglad to go
through it and answer any questions that
anyone has. It's really separated into two
conponents -- the investnent conpanies,
whi ch are investnents that LEDC has, and
I nvestnment funds that are a few venture
capital funds, sone BITCGs, and also a
coupl e of nezzani ne | anding funds. The
bottom section, which conprises four

conpani es, are operating conpanies that are
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di rect investnents in individual conpanies

or, at this point, sonetines remants of

conpani es that have been sold but still have
a few assets that will be distributed in the
future.

Essentially, the table setup,
we've got a first colum of nunbers, which
Is the third colum. It represents the
value at the end of 2013, fiscal 2013. The
2000 m ddl e represented there, if the
I nvestment paid out any distributions or
return of capital or if LEDC invested any
new capital, the fourth colum of nunbers
represents the change in the market val ue,
which is the result of our valuation from
year to year.

2014 Chaffe fair value, that is
t he val ue of each investnent as of June 30,
2014, and then at the request of the Finance
Commttee froml ast year, we've added sone
addi tional information, which is the | ast
four colums that allows you to see, and
actually the final total of that is the | ast
columm, gain/loss, which allows you to see

the total gain or loss on investnents and
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LEDC- made i nvest nents.

MB. THAM

|"mglad you put that in there.
That is very revealing. Go ahead. | don't
mean to interrupt.

MR, KATSAN S:

Sure. And that's ny overview.
| f you guys have any ot her questions or
woul d |Iike ne to highlight any of these
I ndi vi dual investnents in nore detail, 1'd
be glad to discuss that.

MS. THAM

| do have a question. |'m not
sure which of you gentlenen | should ask
that of, but the last exhibit, | believe it
was, in the audit report, page 29 of the
audit report, that shows the investnents,
and they show our costs, the carrying val ue,
and fair value. As | understand it, the
carrying value is the cost m nus any

I npai r nent s.

MR. HUNTER:
| npai rments. Correct.
M5. THAM

So at what point are the
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cal cul ations of inpairnents nade? Wo
deci des on the nunber for inpairnments? |Is
that part of the valuation done by Chaffe?
MR, HUNTER:
Correct.
MR, KATSAN S:
Yes. The result of ny valuation
at the end of each fiscal year w |
det ermi ne whether or not each investnent is
I npai red and the amobunt by which it's
I mpai r ed.
MS. THAM
And so that's done on an annual

basis at the tine of the audit?

MR. KATSAN S:
Correct.
VS, THAM

And the carrying value, then, is
our original cost less the inpairnents.
It's not the sane as the fair market val ue,
so is that what we think that we m ght end
up with as a return fromthat investnent?

MR KATSAN S:

Not necessarily. The

investnent, if it becones inpaired or
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declines in value, wll be witten down.
However, as |long as the conpany doesn't go
out of business, then it still has the
prospect that it nmay appreciate in the
future; however, that appreciation is never
realized on the books.

Goi ng forward, however, if at
the time -- if the conpany is sold and LEDC
I's cashed out, then they realize a gain or a
| oss as conpared to that.

MB. THAM

| guess I'mnot not quite sure
what the difference is between the carrying
val ue on sonething that's been witten down,
why the carrying value is different than the
fair val ue.

MR, KATSANI S:

And | guess | don't know. He
may be a better --

MR, HUNTER:

It's not a fair market val ue
net hod that they use; it's a cost nethod,
and once these things are inpaired, because
they're private investnents -- and the type

of investnents that LEDC gives them that
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that nethod is okay to use. So once they
I npair these things and they go down,
they're not witten back up. Now, in the
note disclosure, we do disclose the market
value as well, but on the face, |ike he
said, on the face of the financials, we're
only carrying the carrying val ue.

MB. THAM

Thank you.

MR, KATSANI S:

Maybe an exanple would nmake it a
little clearer. |If LEDC invests $1 dollars
in a particular investnent, initially, then
in year two, say it's inpaired and worth
$750, 000, that carrying value woul d be
reduced froma mllion to $750, 000.

However, if in a subsequent year, the val ue
goes up to $2 mllion, the fair nmarket val ue
at that point in tine would be $2 mllion,
but the carrying value would renmain 750.

MS. THAM

So sone of these have done that;
t hey have gone up?

MR, KATSANI S:

Right. It may have -- it would
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never be |ess than the carrying val ue, but
it nmay appreciate and be nore.

MB. THAM

So there are several of those on
here like that.

MR, KATSAN S:

Right. Which neans that they
were covered fromtheir previous inpairnent,
nost |ikely.

MB. THAM

Thank you. That hel ps ne
understand it a |l ot nore.

MR, KATSAN S:

Sur e.

M5. THAM

Do we have ot her questions about
any of these, the report fromChaffe or the
audit report?

| know | have a question. On
the audit report where we're tal king about
revenues -- I'msorry, the receivables. Let
me find the page. | guess it would probably
be page 10. W have due fromstate treasury
a capital outlay fund. |Is that the third

tranche that --
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MR. HUNTER:
No, ma' am
M5, THAM

No. What is that? |Is that over
time, we have a certain anmount? Like, over
$40, 000 | know was due fromthat outlay, and
this is what we have left to receive?

MR, HUNTER

40 mllion. Yes. That's from
the Capital Qutlay Act, and that's just
noney that has been approved in the act but
not drawn down yet.

MS. THAM

And so what determ nes when
we're able to draw that down?

MR, HUNTER

That's up to the agency. The
appropriation has been approved. It just is
still sitting at the treasury.

|s that correct, Erroll?

MR SM TH:
Yes.
M5, THAM

Does anyone el se have any

guestions? No? Any questions or comments
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fromthe public? No?

In that case, do | have a notion
to accept the finances?

MR SI MPSON:

So noved.

MR, ANDRE

Second.

MB. THAM

Everyone in favor, say "aye.

aye.")

(Several nenbers respond

MB. THAM

Any "nays"?

(No response.)

MS. THAM

No? kay. |In that case, we
pass it. W accept the financial statenents
and the Chaffe valuation. W'I| present
that to the board today.

| do want to say for the LEDC
staff and the accounting personnel, thank
you for all your hard work. It's wonderful
to get another unqualified opinion and
managenent report with no materi al
weaknesses. Thank you very much.

MR, HUNTER:
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Thank you.
MB. THAM
Do | need another notion to
cl ose the commttee neeting?
MR, KANATH:
Moved.
MR SI MPSON:
Second.
MB. THAM
And a second. Al right. Thank

you. The neeting has ended.

(The neeting concluded at 9:24 a.m)
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REPORTER S CERTI FI CATE

|, DESI REE DELATTE, Certified
Court Reporter in and for the State of Loui siana,
as the officer before whomthis neeting for the
Fi nance Comm ttee of the Louisiana Econom c
Devel opnent Corporation, do hereby certify that
this nmeeting was reported by ne in the stenotype
reporting nethod, was prepared and transcri bed by
me or under ny personal direction and
supervision, and is a true and correct transcript
to the best of ny ability and understandi ng;

That the transcript has been
prepared in conpliance with transcript format
required by statute or by rules of the board,
that | have acted in conpliance with the
prohi bition on contractual relationships, as
defined by Louisiana Code of Civil Procedure
Article 1434 and in rules and advi sory opi nions
of the board;

That | amnot related to counse

or to the parties herein, nor am| otherw se
interested in the outcone of this matter.

Dated this 4th day of March, 2015.

DESI RE DELATTE, CCR, RPR
CERTI FI ED COURT REPORTER
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 1   Appearances of Board Members Present:
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 1               MS. THAM:

 2               If everyone will take a seat,

 3   we'll call the meeting to order.  Roll call,

 4   please.

 5               MS. SORRELL:

 6               Susan Tham.

 7               MS. THAM:

 8               Here.

 9               MS. SORRELL:

10               Ann Villa.

11               (No response.)

12               MS. SORRELL:

13               Alden Andre.

14               MR. ANDRE

15               Here.

16               MS. SORRELL:

17               Jay Rousseau.

18               (No response.)

19               MS. SORRELL:

20               Nitin Kamath.

21               (No response.)

22               MS. SORRELL:

23               Cal Simpson.

24               Mr. Simpson:

25               Here.
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 1               MS. THAM:

 2               Thank you.  So today is our

 3   Finance Committee meeting.  We're going to

 4   go over our auditor's report and also our

 5   investment analysis by Chaffe.

 6               Ms. Guess, were you going to

 7   introduce our auditors?

 8               MS. GUESS:

 9               Yes, I will.  Thank you.  Good

10   morning.  Today we have two audit reports

11   that are going to be presented to the

12   Finance Committee for presentation and for

13   ratification at the full board, and we have

14   Mr. Barrett Hunter representing the

15   Louisiana Legislative Auditors, and we have

16   Mr. Marc Katsanis from Chaffe & Associates,

17   and the first item on the agenda is for

18   Mr. Hunter to give the Legislative Auditor's

19   Report.

20               MS. THAM:

21               Thank you.  Mr. Hunter.

22               MR. HUNTER:

23               Good morning.

24               MS. THAM:

25               Good morning.
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 1               MR. HUNTER:

 2               My name is Barrett Hunter, like

 3   she said.  I'm the audit manager over the

 4   audit.  We have a team of about three our

 5   four people.  This is our first year the

 6   legislative auditors did the EDAP audit.

 7               I want to, first of all, start

 8   off by thanking the LED and the LEDC

 9   employees, Brenda and -- I'm not going to

10   name them all, but there's a lot of -- Alden

11   also.  I know he's not here, but Mr. Cooper,

12   who was y'all's prior auditor, independent

13   auditor, he provided a lot of assistance

14   too.  So our report was issued on December

15   17th.  I hope y'all had a chance to look at

16   it.

17               Starting on page 2 is the

18   opinion, and it's an unmodified opinion,

19   which is a clean opinion.  It's a good

20   opinion.  It basically states that LEDC's

21   financial statements were materially

22   correct.  We also have a paragraph, an

23   emphasis of matter paragraph that had to be

24   disclosed and that's for a SSBCI revenue

25   that met criteria for revenue recognition.
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 1   So we have to restate the beginning, that

 2   position.

 3               Now, that paragraph does not

 4   affect the opinion modification, so it's no

 5   effect on the opinion.  Page 5 through 30 is

 6   the financial statements.  5 through 9 is

 7   the MDNA.  10 through 13 is the actual

 8   financial statements.  I'm not going to go

 9   into anything in detail, but any questions

10   y'all have, we can go into it and then it

11   goes into the notes and then the

12   supplemental scheduling and investments.

13               On page -- actually, after page

14   30 is Exhibit A.  It's the Government

15   Auditing Standards reports and what is that

16   is a report on the infernal control and on

17   any compliance, and we found no issues, no

18   material deficiencies in internal control or

19   financial reporting, and we found no

20   noncompliance issues that needed to be

21   reported.  The last year's report had one

22   finding in their report on the bonds, but we

23   found that that's been resolved.  There's

24   controls in place and everything, so it's

25   not repeated in this report.  The timing of
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 1   the '15.  We're going to do it again in '15.

 2   I would think it's going to be pretty

 3   consistent to what we have this time, we

 4   issued in December.  We were trying to issue

 5   it in November, but learned that that's kind

 6   of impossible with waiting on the investment

 7   reports.  So I would suspect it's going to

 8   be sometime in December.

 9               That's pretty much all I have.

10   I'm open to questions.

11               MS. THAM:

12               Any questions?  You got to read

13   it?  Also, we're going to hear from Chaffe

14   and if you have any questions that integrate

15   the investments, the analysis, or the

16   valuation of them, we can also ask about

17   that after Chaffe presents their rough

18   report.

19               Any questions?  And from Chaffe,

20   you're going to present the valuations?

21   Thank you.

22               MR. KATSANIS:

23               Good morning, everyone.  Again,

24   I'd also like to thank the staff of LEDC for

25   making everything run smoothly during the
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 1   process.  I guess we will start by -- you

 2   know, our report really goes into detail and

 3   describes each of the investments that LEDC

 4   has.  The overall summary is shown on

 5   Exhibit 1.  For each of these investments,

 6   we performed a full valuation as prescribed

 7   by by AICPA standards and interviewed the

 8   management of each of these companies to

 9   determine a final valuation as of your

10   financial statements dated June.

11               MS. THAM:

12               Excuse me.  That exhibit is

13   right after page 20?

14               MR. KATSANIS:

15               Yes, that's correct.  I'll

16   summarize this table, and I'm glad to go

17   through it and answer any questions that

18   anyone has.  It's really separated into two

19   components -- the investment companies,

20   which are investments that LEDC has, and

21   investment funds that are a few venture

22   capital funds, some BITCOs, and also a

23   couple of mezzanine landing funds.  The

24   bottom section, which comprises four

25   companies, are operating companies that are
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 1   direct investments in individual companies

 2   or, at this point, sometimes remnants of

 3   companies that have been sold but still have

 4   a few assets that will be distributed in the

 5   future.

 6               Essentially, the table setup,

 7   we've got a first column of numbers, which

 8   is the third column.  It represents the

 9   value at the end of 2013, fiscal 2013.  The

10   2000 middle represented there, if the

11   investment paid out any distributions or

12   return of capital or if LEDC invested any

13   new capital, the fourth column of numbers

14   represents the change in the market value,

15   which is the result of our valuation from

16   year to year.

17               2014 Chaffe fair value, that is

18   the value of each investment as of June 30,

19   2014, and then at the request of the Finance

20   Committee from last year, we've added some

21   additional information, which is the last

22   four columns that allows you to see, and

23   actually the final total of that is the last

24   column, gain/loss, which allows you to see

25   the total gain or loss on investments and
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 1   LEDC-made investments.

 2               MS. THAM:

 3               I'm glad you put that in there.

 4   That is very revealing.  Go ahead.  I don't

 5   mean to interrupt.

 6               MR. KATSANIS:

 7               Sure.  And that's my overview.

 8   If you guys have any other questions or

 9   would like me to highlight any of these

10   individual investments in more detail, I'd

11   be glad to discuss that.

12               MS. THAM:

13               I do have a question.  I'm not

14   sure which of you gentlemen I should ask

15   that of, but the last exhibit, I believe it

16   was, in the audit report, page 29 of the

17   audit report, that shows the investments,

18   and they show our costs, the carrying value,

19   and fair value.  As I understand it, the

20   carrying value is the cost minus any

21   impairments.

22               MR. HUNTER:

23               Impairments.  Correct.

24               MS. THAM:

25               So at what point are the
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 1   calculations of impairments made?  Who

 2   decides on the number for impairments?  Is

 3   that part of the valuation done by Chaffe?

 4               MR. HUNTER:

 5               Correct.

 6               MR. KATSANIS:

 7               Yes.  The result of my valuation

 8   at the end of each fiscal year will

 9   determine whether or not each investment is

10   impaired and the amount by which it's

11   impaired.

12               MS. THAM:

13               And so that's done on an annual

14   basis at the time of the audit?

15               MR. KATSANIS:

16               Correct.

17               MS. THAM:

18               And the carrying value, then, is

19   our original cost less the impairments.

20   It's not the same as the fair market value,

21   so is that what we think that we might end

22   up with as a return from that investment?

23               MR. KATSANIS:

24               Not necessarily.  The

25   investment, if it becomes impaired or
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 1   declines in value, will be written down.

 2   However, as long as the company doesn't go

 3   out of business, then it still has the

 4   prospect that it may appreciate in the

 5   future; however, that appreciation is never

 6   realized on the books.

 7               Going forward, however, if at

 8   the time -- if the company is sold and LEDC

 9   is cashed out, then they realize a gain or a

10   loss as compared to that.

11               MS. THAM:

12               I guess I'm not not quite sure

13   what the difference is between the carrying

14   value on something that's been written down,

15   why the carrying value is different than the

16   fair value.

17               MR. KATSANIS:

18               And I guess I don't know.  He

19   may be a better --

20               MR. HUNTER:

21               It's not a fair market value

22   method that they use; it's a cost method,

23   and once these things are impaired, because

24   they're private investments -- and the type

25   of investments that LEDC gives them, that
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 1   that method is okay to use.  So once they

 2   impair these things and they go down,

 3   they're not written back up.  Now, in the

 4   note disclosure, we do disclose the market

 5   value as well, but on the face, like he

 6   said, on the face of the financials, we're

 7   only carrying the carrying value.

 8               MS. THAM:

 9               Thank you.

10               MR. KATSANIS:

11               Maybe an example would make it a

12   little clearer.  If LEDC invests $1 dollars

13   in a particular investment, initially, then

14   in year two, say it's impaired and worth

15   $750,000, that carrying value would be

16   reduced from a million to $750,000.

17   However, if in a subsequent year, the value

18   goes up to $2 million, the fair market value

19   at that point in time would be $2 million,

20   but the carrying value would remain 750.

21               MS. THAM:

22               So some of these have done that;

23   they have gone up?

24               MR. KATSANIS:

25               Right.  It may have -- it would
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 1   never be less than the carrying value, but

 2   it may appreciate and be more.

 3               MS. THAM:

 4               So there are several of those on

 5   here like that.

 6               MR. KATSANIS:

 7               Right.  Which means that they

 8   were covered from their previous impairment,

 9   most likely.

10               MS. THAM:

11               Thank you.  That helps me

12   understand it a lot more.

13               MR. KATSANIS:

14               Sure.

15               MS. THAM:

16               Do we have other questions about

17   any of these, the report from Chaffe or the

18   audit report?

19               I know I have a question.  On

20   the audit report where we're talking about

21   revenues -- I'm sorry, the receivables.  Let

22   me find the page.  I guess it would probably

23   be page 10.  We have due from state treasury

24   a capital outlay fund.  Is that the third

25   tranche that --

0015

 1               MR. HUNTER:

 2               No, ma'am.

 3               MS. THAM:

 4               No.  What is that?  Is that over

 5   time, we have a certain amount?  Like, over

 6   $40,000 I know was due from that outlay, and

 7   this is what we have left to receive?

 8               MR. HUNTER:

 9               40 million.  Yes.  That's from

10   the Capital Outlay Act, and that's just

11   money that has been approved in the act but

12   not drawn down yet.

13               MS. THAM:

14               And so what determines when

15   we're able to draw that down?

16               MR. HUNTER:

17               That's up to the agency.  The

18   appropriation has been approved.  It just is

19   still sitting at the treasury.

20               Is that correct, Erroll?

21               MR. SMITH:

22               Yes.

23               MS. THAM:

24               Does anyone else have any

25   questions?  No?  Any questions or comments
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 1   from the public?  No?

 2               In that case, do I have a motion

 3   to accept the finances?

 4               MR. SIMPSON:

 5               So moved.

 6               MR. ANDRE

 7               Second.

 8               MS. THAM:

 9               Everyone in favor, say "aye."

10               (Several members respond "aye.")

11               MS. THAM:

12               Any "nays"?

13               (No response.)

14               MS. THAM:

15               No?  Okay.  In that case, we

16   pass it.  We accept the financial statements

17   and the Chaffe valuation.  We'll present

18   that to the board today.

19               I do want to say for the LEDC

20   staff and the accounting personnel, thank

21   you for all your hard work.  It's wonderful

22   to get another unqualified opinion and

23   management report with no material

24   weaknesses.  Thank you very much.

25               MR. HUNTER:
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 1               Thank you.

 2               MS. THAM:

 3               Do I need another motion to

 4   close the committee meeting?

 5               MR. KAMATH:

 6               Moved.

 7               MR. SIMPSON:

 8               Second.

 9               MS. THAM:

10               And a second.  All right.  Thank

11   you.  The meeting has ended.

12

13          (The meeting concluded at 9:24 a.m.)

14

15

16
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19

20
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 1                 REPORTER'S CERTIFICATE

 2

 3

 4                  I, DESIREE DELATTE, Certified

     Court Reporter in and for the State of Louisiana,

 5   as the officer before whom this meeting for the

     Finance Committee of the Louisiana Economic

 6   Development Corporation, do hereby certify that

     this meeting was reported by me in the stenotype

 7   reporting method, was prepared and transcribed by

     me or under my personal direction and

 8   supervision, and is a true and correct transcript

     to the best of my ability and understanding;

 9

                    That the transcript has been

10   prepared in compliance with transcript format

     required by statute or by rules of the board,

11   that I have acted in compliance with the

     prohibition on contractual relationships, as

12   defined by Louisiana Code of Civil Procedure

     Article 1434 and in rules and advisory opinions

13   of the board;

14                  That I am not related to counsel

     or to the parties herein, nor am I otherwise

15   interested in the outcome of this matter.

16

17   Dated this 4th day of March, 2015.

18

19

20

21                          _________________________

                            DESIRE DELATTE, CCR, RPR

22                          CERTIFIED COURT REPORTER

23

24
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		10						LN		1		9		false		 9         LOUISIANA ECONOMIC DEVELOPMENT CORPORATION				false

		11						LN		1		10		false		10                           HELD AT				false

		12						LN		1		11		false		11   LOUISIANA STATE EMPLOYEES' RETIREMENT SYSTEM BUILDING				false

		13						LN		1		12		false		12                  FOURTH FLOOR BOARD ROOM				false

		14						LN		1		13		false		13                8401 UNITED PLAZA BOULEVARD				false

		15						LN		1		14		false		14                   BATON ROUGE, LOUISIANA				false

		16						LN		1		15		false		15              ON THE 20TH DAY OF FEBRUARY, 2015				false

		17						LN		1		16		false		16                  COMMENCING AT 9:08 A.M.				false

		18						LN		1		17		false		17				false

		19						LN		1		18		false		18				false

		20						LN		1		19		false		19				false

		21						LN		1		20		false		20           REPORTED BY: DESIREE DELATTE, CCR, RPR				false

		22						LN		1		21		false		21				false

		23						LN		1		22		false		22				false

		24						LN		1		23		false		23				false

		25						LN		1		24		false		24				false

		26						LN		1		25		false		25				false

		27						PG		2		0		false		page 2				false

		28						LN		2		1		false		 1     Appearances of Board Members Present:				false

		29						LN		2		2		false		 2     Susan Tham				false

		30						LN		2		2		false		       Alden Andre				false

		31						LN		2		3		false		 3     Nitin Kamath				false

		32						LN		2		3		false		       Cal Simpson				false

		33						LN		2		4		false		 4				false

		34						LN		2		5		false		 5				false

		35						LN		2		5		false		       Staff Members Present:				false

		36						LN		2		6		false		 6				false

		37						LN		2		7		false		 7     Melissa Sorrell				false

		38						LN		2		7		false		       Brenda Guess				false

		39						LN		2		8		false		 8     Christian Pennington				false

		40						LN		2		8		false		       Robbie Tate				false

		41						LN		2		9		false		 9     Erroll Smith				false

		42						LN		2		9		false		       Steve Baham				false

		43						LN		2		10		false		10     Susan Bigner				false

		44						LN		2		10		false		       Bob Cangelosi				false

		45						LN		2		11		false		11				false

		46						LN		2		12		false		12				false

		47						LN		2		13		false		13				false

		48						LN		2		14		false		14				false

		49						LN		2		15		false		15				false

		50						LN		2		16		false		16				false

		51						LN		2		17		false		17				false

		52						LN		2		18		false		18				false

		53						LN		2		19		false		19				false

		54						LN		2		20		false		20				false

		55						LN		2		21		false		21				false

		56						LN		2		22		false		22				false

		57						LN		2		23		false		23				false

		58						LN		2		24		false		24				false

		59						LN		2		25		false		25				false

		60						PG		3		0		false		page 3				false

		61						LN		3		1		false		 1                 MS. THAM:				false

		62						LN		3		2		false		 2                 If everyone will take a seat,				false

		63						LN		3		3		false		 3     we'll call the meeting to order.  Roll call,				false

		64						LN		3		4		false		 4     please.				false

		65						LN		3		5		false		 5                 MS. SORRELL:				false

		66						LN		3		6		false		 6                 Susan Tham.				false

		67						LN		3		7		false		 7                 MS. THAM:				false

		68						LN		3		8		false		 8                 Here.				false

		69						LN		3		9		false		 9                 MS. SORRELL:				false

		70						LN		3		10		false		10                 Ann Villa.				false

		71						LN		3		11		false		11                 (No response.)				false

		72						LN		3		12		false		12                 MS. SORRELL:				false

		73						LN		3		13		false		13                 Alden Andre.				false

		74						LN		3		14		false		14                 MR. ANDRE				false

		75						LN		3		15		false		15                 Here.				false

		76						LN		3		16		false		16                 MS. SORRELL:				false

		77						LN		3		17		false		17                 Jay Rousseau.				false

		78						LN		3		18		false		18                 (No response.)				false

		79						LN		3		19		false		19                 MS. SORRELL:				false

		80						LN		3		20		false		20                 Nitin Kamath.				false

		81						LN		3		21		false		21                 (No response.)				false

		82						LN		3		22		false		22                 MS. SORRELL:				false

		83						LN		3		23		false		23                 Cal Simpson.				false

		84						LN		3		24		false		24                 Mr. Simpson:				false

		85						LN		3		25		false		25                 Here.				false

		86						PG		4		0		false		page 4				false

		87						LN		4		1		false		 1                 MS. THAM:				false

		88						LN		4		2		false		 2                 Thank you.  So today is our				false

		89						LN		4		3		false		 3     Finance Committee meeting.  We're going to				false

		90						LN		4		4		false		 4     go over our auditor's report and also our				false

		91						LN		4		5		false		 5     investment analysis by Chaffe.				false

		92						LN		4		6		false		 6                 Ms. Guess, were you going to				false

		93						LN		4		7		false		 7     introduce our auditors?				false

		94						LN		4		8		false		 8                 MS. GUESS:				false

		95						LN		4		9		false		 9                 Yes, I will.  Thank you.  Good				false

		96						LN		4		10		false		10     morning.  Today we have two audit reports				false

		97						LN		4		11		false		11     that are going to be presented to the				false

		98						LN		4		12		false		12     Finance Committee for presentation and for				false

		99						LN		4		13		false		13     ratification at the full board, and we have				false

		100						LN		4		14		false		14     Mr. Barrett Hunter representing the				false

		101						LN		4		15		false		15     Louisiana Legislative Auditors, and we have				false

		102						LN		4		16		false		16     Mr. Marc Katsanis from Chaffe & Associates,				false

		103						LN		4		17		false		17     and the first item on the agenda is for				false

		104						LN		4		18		false		18     Mr. Hunter to give the Legislative Auditor's				false

		105						LN		4		19		false		19     Report.				false

		106						LN		4		20		false		20                 MS. THAM:				false

		107						LN		4		21		false		21                 Thank you.  Mr. Hunter.				false

		108						LN		4		22		false		22                 MR. HUNTER:				false

		109						LN		4		23		false		23                 Good morning.				false

		110						LN		4		24		false		24                 MS. THAM:				false

		111						LN		4		25		false		25                 Good morning.				false

		112						PG		5		0		false		page 5				false

		113						LN		5		1		false		 1                 MR. HUNTER:				false

		114						LN		5		2		false		 2                 My name is Barrett Hunter, like				false

		115						LN		5		3		false		 3     she said.  I'm the audit manager over the				false

		116						LN		5		4		false		 4     audit.  We have a team of about three our				false

		117						LN		5		5		false		 5     four people.  This is our first year the				false

		118						LN		5		6		false		 6     legislative auditors did the EDAP audit.				false

		119						LN		5		7		false		 7                 I want to, first of all, start				false

		120						LN		5		8		false		 8     off by thanking the LED and the LEDC				false

		121						LN		5		9		false		 9     employees, Brenda and -- I'm not going to				false

		122						LN		5		10		false		10     name them all, but there's a lot of -- Alden				false

		123						LN		5		11		false		11     also.  I know he's not here, but Mr. Cooper,				false

		124						LN		5		12		false		12     who was y'all's prior auditor, independent				false

		125						LN		5		13		false		13     auditor, he provided a lot of assistance				false

		126						LN		5		14		false		14     too.  So our report was issued on December				false

		127						LN		5		15		false		15     17th.  I hope y'all had a chance to look at				false

		128						LN		5		16		false		16     it.				false

		129						LN		5		17		false		17                 Starting on page 2 is the				false

		130						LN		5		18		false		18     opinion, and it's an unmodified opinion,				false

		131						LN		5		19		false		19     which is a clean opinion.  It's a good				false

		132						LN		5		20		false		20     opinion.  It basically states that LEDC's				false

		133						LN		5		21		false		21     financial statements were materially				false

		134						LN		5		22		false		22     correct.  We also have a paragraph, an				false

		135						LN		5		23		false		23     emphasis of matter paragraph that had to be				false

		136						LN		5		24		false		24     disclosed and that's for a SSBCI revenue				false

		137						LN		5		25		false		25     that met criteria for revenue recognition.				false

		138						PG		6		0		false		page 6				false

		139						LN		6		1		false		 1     So we have to restate the beginning, that				false

		140						LN		6		2		false		 2     position.				false

		141						LN		6		3		false		 3                 Now, that paragraph does not				false

		142						LN		6		4		false		 4     affect the opinion modification, so it's no				false

		143						LN		6		5		false		 5     effect on the opinion.  Page 5 through 30 is				false

		144						LN		6		6		false		 6     the financial statements.  5 through 9 is				false

		145						LN		6		7		false		 7     the MDNA.  10 through 13 is the actual				false

		146						LN		6		8		false		 8     financial statements.  I'm not going to go				false

		147						LN		6		9		false		 9     into anything in detail, but any questions				false

		148						LN		6		10		false		10     y'all have, we can go into it and then it				false

		149						LN		6		11		false		11     goes into the notes and then the				false

		150						LN		6		12		false		12     supplemental scheduling and investments.				false

		151						LN		6		13		false		13                 On page -- actually, after page				false

		152						LN		6		14		false		14     30 is Exhibit A.  It's the Government				false

		153						LN		6		15		false		15     Auditing Standards reports and what is that				false

		154						LN		6		16		false		16     is a report on the infernal control and on				false

		155						LN		6		17		false		17     any compliance, and we found no issues, no				false

		156						LN		6		18		false		18     material deficiencies in internal control or				false

		157						LN		6		19		false		19     financial reporting, and we found no				false

		158						LN		6		20		false		20     noncompliance issues that needed to be				false

		159						LN		6		21		false		21     reported.  The last year's report had one				false

		160						LN		6		22		false		22     finding in their report on the bonds, but we				false

		161						LN		6		23		false		23     found that that's been resolved.  There's				false

		162						LN		6		24		false		24     controls in place and everything, so it's				false

		163						LN		6		25		false		25     not repeated in this report.  The timing of				false

		164						PG		7		0		false		page 7				false

		165						LN		7		1		false		 1     the '15.  We're going to do it again in '15.				false

		166						LN		7		2		false		 2     I would think it's going to be pretty				false

		167						LN		7		3		false		 3     consistent to what we have this time, we				false

		168						LN		7		4		false		 4     issued in December.  We were trying to issue				false

		169						LN		7		5		false		 5     it in November, but learned that that's kind				false

		170						LN		7		6		false		 6     of impossible with waiting on the investment				false

		171						LN		7		7		false		 7     reports.  So I would suspect it's going to				false

		172						LN		7		8		false		 8     be sometime in December.				false

		173						LN		7		9		false		 9                 That's pretty much all I have.				false

		174						LN		7		10		false		10     I'm open to questions.				false

		175						LN		7		11		false		11                 MS. THAM:				false

		176						LN		7		12		false		12                 Any questions?  You got to read				false

		177						LN		7		13		false		13     it?  Also, we're going to hear from Chaffe				false

		178						LN		7		14		false		14     and if you have any questions that integrate				false

		179						LN		7		15		false		15     the investments, the analysis, or the				false

		180						LN		7		16		false		16     valuation of them, we can also ask about				false

		181						LN		7		17		false		17     that after Chaffe presents their rough				false

		182						LN		7		18		false		18     report.				false

		183						LN		7		19		false		19                 Any questions?  And from Chaffe,				false

		184						LN		7		20		false		20     you're going to present the valuations?				false

		185						LN		7		21		false		21     Thank you.				false

		186						LN		7		22		false		22                 MR. KATSANIS:				false

		187						LN		7		23		false		23                 Good morning, everyone.  Again,				false

		188						LN		7		24		false		24     I'd also like to thank the staff of LEDC for				false

		189						LN		7		25		false		25     making everything run smoothly during the				false

		190						PG		8		0		false		page 8				false

		191						LN		8		1		false		 1     process.  I guess we will start by -- you				false

		192						LN		8		2		false		 2     know, our report really goes into detail and				false

		193						LN		8		3		false		 3     describes each of the investments that LEDC				false

		194						LN		8		4		false		 4     has.  The overall summary is shown on				false

		195						LN		8		5		false		 5     Exhibit 1.  For each of these investments,				false

		196						LN		8		6		false		 6     we performed a full valuation as prescribed				false

		197						LN		8		7		false		 7     by by AICPA standards and interviewed the				false

		198						LN		8		8		false		 8     management of each of these companies to				false

		199						LN		8		9		false		 9     determine a final valuation as of your				false

		200						LN		8		10		false		10     financial statements dated June.				false

		201						LN		8		11		false		11                 MS. THAM:				false

		202						LN		8		12		false		12                 Excuse me.  That exhibit is				false

		203						LN		8		13		false		13     right after page 20?				false

		204						LN		8		14		false		14                 MR. KATSANIS:				false

		205						LN		8		15		false		15                 Yes, that's correct.  I'll				false

		206						LN		8		16		false		16     summarize this table, and I'm glad to go				false

		207						LN		8		17		false		17     through it and answer any questions that				false

		208						LN		8		18		false		18     anyone has.  It's really separated into two				false

		209						LN		8		19		false		19     components -- the investment companies,				false

		210						LN		8		20		false		20     which are investments that LEDC has, and				false

		211						LN		8		21		false		21     investment funds that are a few venture				false

		212						LN		8		22		false		22     capital funds, some BITCOs, and also a				false

		213						LN		8		23		false		23     couple of mezzanine landing funds.  The				false

		214						LN		8		24		false		24     bottom section, which comprises four				false

		215						LN		8		25		false		25     companies, are operating companies that are				false

		216						PG		9		0		false		page 9				false

		217						LN		9		1		false		 1     direct investments in individual companies				false

		218						LN		9		2		false		 2     or, at this point, sometimes remnants of				false

		219						LN		9		3		false		 3     companies that have been sold but still have				false

		220						LN		9		4		false		 4     a few assets that will be distributed in the				false

		221						LN		9		5		false		 5     future.				false

		222						LN		9		6		false		 6                 Essentially, the table setup,				false

		223						LN		9		7		false		 7     we've got a first column of numbers, which				false

		224						LN		9		8		false		 8     is the third column.  It represents the				false

		225						LN		9		9		false		 9     value at the end of 2013, fiscal 2013.  The				false

		226						LN		9		10		false		10     2000 middle represented there, if the				false

		227						LN		9		11		false		11     investment paid out any distributions or				false

		228						LN		9		12		false		12     return of capital or if LEDC invested any				false

		229						LN		9		13		false		13     new capital, the fourth column of numbers				false

		230						LN		9		14		false		14     represents the change in the market value,				false

		231						LN		9		15		false		15     which is the result of our valuation from				false

		232						LN		9		16		false		16     year to year.				false

		233						LN		9		17		false		17                 2014 Chaffe fair value, that is				false

		234						LN		9		18		false		18     the value of each investment as of June 30,				false

		235						LN		9		19		false		19     2014, and then at the request of the Finance				false

		236						LN		9		20		false		20     Committee from last year, we've added some				false

		237						LN		9		21		false		21     additional information, which is the last				false

		238						LN		9		22		false		22     four columns that allows you to see, and				false

		239						LN		9		23		false		23     actually the final total of that is the last				false

		240						LN		9		24		false		24     column, gain/loss, which allows you to see				false

		241						LN		9		25		false		25     the total gain or loss on investments and				false

		242						PG		10		0		false		page 10				false

		243						LN		10		1		false		 1     LEDC-made investments.				false

		244						LN		10		2		false		 2                 MS. THAM:				false

		245						LN		10		3		false		 3                 I'm glad you put that in there.				false

		246						LN		10		4		false		 4     That is very revealing.  Go ahead.  I don't				false

		247						LN		10		5		false		 5     mean to interrupt.				false

		248						LN		10		6		false		 6                 MR. KATSANIS:				false

		249						LN		10		7		false		 7                 Sure.  And that's my overview.				false

		250						LN		10		8		false		 8     If you guys have any other questions or				false

		251						LN		10		9		false		 9     would like me to highlight any of these				false

		252						LN		10		10		false		10     individual investments in more detail, I'd				false

		253						LN		10		11		false		11     be glad to discuss that.				false

		254						LN		10		12		false		12                 MS. THAM:				false

		255						LN		10		13		false		13                 I do have a question.  I'm not				false

		256						LN		10		14		false		14     sure which of you gentlemen I should ask				false

		257						LN		10		15		false		15     that of, but the last exhibit, I believe it				false

		258						LN		10		16		false		16     was, in the audit report, page 29 of the				false

		259						LN		10		17		false		17     audit report, that shows the investments,				false

		260						LN		10		18		false		18     and they show our costs, the carrying value,				false

		261						LN		10		19		false		19     and fair value.  As I understand it, the				false

		262						LN		10		20		false		20     carrying value is the cost minus any				false

		263						LN		10		21		false		21     impairments.				false

		264						LN		10		22		false		22                 MR. HUNTER:				false

		265						LN		10		23		false		23                 Impairments.  Correct.				false

		266						LN		10		24		false		24                 MS. THAM:				false

		267						LN		10		25		false		25                 So at what point are the				false

		268						PG		11		0		false		page 11				false

		269						LN		11		1		false		 1     calculations of impairments made?  Who				false

		270						LN		11		2		false		 2     decides on the number for impairments?  Is				false

		271						LN		11		3		false		 3     that part of the valuation done by Chaffe?				false

		272						LN		11		4		false		 4                 MR. HUNTER:				false

		273						LN		11		5		false		 5                 Correct.				false

		274						LN		11		6		false		 6                 MR. KATSANIS:				false

		275						LN		11		7		false		 7                 Yes.  The result of my valuation				false

		276						LN		11		8		false		 8     at the end of each fiscal year will				false

		277						LN		11		9		false		 9     determine whether or not each investment is				false

		278						LN		11		10		false		10     impaired and the amount by which it's				false

		279						LN		11		11		false		11     impaired.				false

		280						LN		11		12		false		12                 MS. THAM:				false

		281						LN		11		13		false		13                 And so that's done on an annual				false

		282						LN		11		14		false		14     basis at the time of the audit?				false

		283						LN		11		15		false		15                 MR. KATSANIS:				false

		284						LN		11		16		false		16                 Correct.				false

		285						LN		11		17		false		17                 MS. THAM:				false

		286						LN		11		18		false		18                 And the carrying value, then, is				false

		287						LN		11		19		false		19     our original cost less the impairments.				false

		288						LN		11		20		false		20     It's not the same as the fair market value,				false

		289						LN		11		21		false		21     so is that what we think that we might end				false
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		359						LN		14		13		false		13                 MR. KATSANIS:				false

		360						LN		14		14		false		14                 Sure.				false

		361						LN		14		15		false		15                 MS. THAM:				false

		362						LN		14		16		false		16                 Do we have other questions about				false

		363						LN		14		17		false		17     any of these, the report from Chaffe or the				false

		364						LN		14		18		false		18     audit report?				false

		365						LN		14		19		false		19                 I know I have a question.  On				false

		366						LN		14		20		false		20     the audit report where we're talking about				false

		367						LN		14		21		false		21     revenues -- I'm sorry, the receivables.  Let				false

		368						LN		14		22		false		22     me find the page.  I guess it would probably				false

		369						LN		14		23		false		23     be page 10.  We have due from state treasury				false

		370						LN		14		24		false		24     a capital outlay fund.  Is that the third				false

		371						LN		14		25		false		25     tranche that --				false

		372						PG		15		0		false		page 15				false

		373						LN		15		1		false		 1                 MR. HUNTER:				false

		374						LN		15		2		false		 2                 No, ma'am.				false

		375						LN		15		3		false		 3                 MS. THAM:				false

		376						LN		15		4		false		 4                 No.  What is that?  Is that over				false

		377						LN		15		5		false		 5     time, we have a certain amount?  Like, over				false

		378						LN		15		6		false		 6     $40,000 I know was due from that outlay, and				false

		379						LN		15		7		false		 7     this is what we have left to receive?				false

		380						LN		15		8		false		 8                 MR. HUNTER:				false

		381						LN		15		9		false		 9                 40 million.  Yes.  That's from				false

		382						LN		15		10		false		10     the Capital Outlay Act, and that's just				false

		383						LN		15		11		false		11     money that has been approved in the act but				false

		384						LN		15		12		false		12     not drawn down yet.				false

		385						LN		15		13		false		13                 MS. THAM:				false

		386						LN		15		14		false		14                 And so what determines when				false

		387						LN		15		15		false		15     we're able to draw that down?				false

		388						LN		15		16		false		16                 MR. HUNTER:				false

		389						LN		15		17		false		17                 That's up to the agency.  The				false

		390						LN		15		18		false		18     appropriation has been approved.  It just is				false

		391						LN		15		19		false		19     still sitting at the treasury.				false

		392						LN		15		20		false		20                 Is that correct, Erroll?				false

		393						LN		15		21		false		21                 MR. SMITH:				false

		394						LN		15		22		false		22                 Yes.				false

		395						LN		15		23		false		23                 MS. THAM:				false

		396						LN		15		24		false		24                 Does anyone else have any				false

		397						LN		15		25		false		25     questions?  No?  Any questions or comments				false

		398						PG		16		0		false		page 16				false

		399						LN		16		1		false		 1     from the public?  No?				false

		400						LN		16		2		false		 2                 In that case, do I have a motion				false

		401						LN		16		3		false		 3     to accept the finances?				false

		402						LN		16		4		false		 4                 MR. SIMPSON:				false

		403						LN		16		5		false		 5                 So moved.				false

		404						LN		16		6		false		 6                 MR. ANDRE				false

		405						LN		16		7		false		 7                 Second.				false

		406						LN		16		8		false		 8                 MS. THAM:				false

		407						LN		16		9		false		 9                 Everyone in favor, say "aye."				false

		408						LN		16		10		false		10                 (Several members respond "aye.")				false

		409						LN		16		11		false		11                 MS. THAM:				false

		410						LN		16		12		false		12                 Any "nays"?				false

		411						LN		16		13		false		13                 (No response.)				false

		412						LN		16		14		false		14                 MS. THAM:				false

		413						LN		16		15		false		15                 No?  Okay.  In that case, we				false

		414						LN		16		16		false		16     pass it.  We accept the financial statements				false

		415						LN		16		17		false		17     and the Chaffe valuation.  We'll present				false

		416						LN		16		18		false		18     that to the board today.				false

		417						LN		16		19		false		19                 I do want to say for the LEDC				false

		418						LN		16		20		false		20     staff and the accounting personnel, thank				false

		419						LN		16		21		false		21     you for all your hard work.  It's wonderful				false

		420						LN		16		22		false		22     to get another unqualified opinion and				false

		421						LN		16		23		false		23     management report with no material				false

		422						LN		16		24		false		24     weaknesses.  Thank you very much.				false

		423						LN		16		25		false		25                 MR. HUNTER:				false

		424						PG		17		0		false		page 17				false

		425						LN		17		1		false		 1                 Thank you.				false

		426						LN		17		2		false		 2                 MS. THAM:				false

		427						LN		17		3		false		 3                 Do I need another motion to				false

		428						LN		17		4		false		 4     close the committee meeting?				false

		429						LN		17		5		false		 5                 MR. KAMATH:				false

		430						LN		17		6		false		 6                 Moved.				false

		431						LN		17		7		false		 7                 MR. SIMPSON:				false

		432						LN		17		8		false		 8                 Second.				false

		433						LN		17		9		false		 9                 MS. THAM:				false

		434						LN		17		10		false		10                 And a second.  All right.  Thank				false

		435						LN		17		11		false		11     you.  The meeting has ended.				false

		436						LN		17		12		false		12				false

		437						LN		17		13		false		13            (The meeting concluded at 9:24 a.m.)				false

		438						LN		17		14		false		14				false

		439						LN		17		15		false		15				false

		440						LN		17		16		false		16				false

		441						LN		17		17		false		17				false

		442						LN		17		18		false		18				false

		443						LN		17		19		false		19				false

		444						LN		17		20		false		20				false

		445						LN		17		21		false		21				false

		446						LN		17		22		false		22				false

		447						LN		17		23		false		23				false

		448						LN		17		24		false		24				false

		449						LN		17		25		false		25				false

		450						PG		18		0		false		page 18				false

		451						LN		18		1		false		 1                   REPORTER'S CERTIFICATE				false

		452						LN		18		2		false		 2				false

		453						LN		18		3		false		 3				false

		454						LN		18		4		false		 4                    I, DESIREE DELATTE, Certified				false

		455						LN		18		4		false		       Court Reporter in and for the State of Louisiana,				false

		456						LN		18		5		false		 5     as the officer before whom this meeting for the				false

		457						LN		18		5		false		       Finance Committee of the Louisiana Economic				false

		458						LN		18		6		false		 6     Development Corporation, do hereby certify that				false

		459						LN		18		6		false		       this meeting was reported by me in the stenotype				false

		460						LN		18		7		false		 7     reporting method, was prepared and transcribed by				false

		461						LN		18		7		false		       me or under my personal direction and				false

		462						LN		18		8		false		 8     supervision, and is a true and correct transcript				false

		463						LN		18		8		false		       to the best of my ability and understanding;				false

		464						LN		18		9		false		 9				false

		465						LN		18		9		false		                      That the transcript has been				false

		466						LN		18		10		false		10     prepared in compliance with transcript format				false

		467						LN		18		10		false		       required by statute or by rules of the board,				false

		468						LN		18		11		false		11     that I have acted in compliance with the				false

		469						LN		18		11		false		       prohibition on contractual relationships, as				false

		470						LN		18		12		false		12     defined by Louisiana Code of Civil Procedure				false

		471						LN		18		12		false		       Article 1434 and in rules and advisory opinions				false

		472						LN		18		13		false		13     of the board;				false

		473						LN		18		14		false		14                    That I am not related to counsel				false

		474						LN		18		14		false		       or to the parties herein, nor am I otherwise				false

		475						LN		18		15		false		15     interested in the outcome of this matter.				false

		476						LN		18		16		false		16				false

		477						LN		18		17		false		17     Dated this 4th day of March, 2015.				false

		478						LN		18		18		false		18				false

		479						LN		18		19		false		19				false

		480						LN		18		20		false		20				false

		481						LN		18		21		false		21                            _________________________				false

		482						LN		18		21		false		                              DESIRE DELATTE, CCR, RPR				false

		483						LN		18		22		false		22                            CERTIFIED COURT REPORTER				false

		484						LN		18		23		false		23				false

		485						LN		18		24		false		24				false

		486						LN		18		25		false		25				false



		Index		MediaGroup		ID		FullPath		Duration		Offset





0001

 1   

 2   

 3   

 4   

 5   

 6   

 7          MEETING MINUTES FOR THE FINANCE COMMITTEE

 8                           OF THE

 9         LOUISIANA ECONOMIC DEVELOPMENT CORPORATION

10                           HELD AT

11   LOUISIANA STATE EMPLOYEES' RETIREMENT SYSTEM BUILDING

12                  FOURTH FLOOR BOARD ROOM

13                8401 UNITED PLAZA BOULEVARD

14                   BATON ROUGE, LOUISIANA

15              ON THE 20TH DAY OF FEBRUARY, 2015

16                  COMMENCING AT 9:08 A.M.

17   

18   

19   

20           REPORTED BY: DESIREE DELATTE, CCR, RPR

21   

22   

23   

24   

25   

0002
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 1                 MS. THAM:

 2                 If everyone will take a seat,

 3     we'll call the meeting to order.  Roll call,

 4     please.

 5                 MS. SORRELL:

 6                 Susan Tham.

 7                 MS. THAM:

 8                 Here.

 9                 MS. SORRELL:

10                 Ann Villa.

11                 (No response.)

12                 MS. SORRELL:

13                 Alden Andre.

14                 MR. ANDRE

15                 Here.

16                 MS. SORRELL:

17                 Jay Rousseau.

18                 (No response.)

19                 MS. SORRELL:

20                 Nitin Kamath.

21                 (No response.)

22                 MS. SORRELL:

23                 Cal Simpson.

24                 Mr. Simpson:

25                 Here.
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 1                 MS. THAM:

 2                 Thank you.  So today is our

 3     Finance Committee meeting.  We're going to

 4     go over our auditor's report and also our

 5     investment analysis by Chaffe.

 6                 Ms. Guess, were you going to

 7     introduce our auditors?

 8                 MS. GUESS:

 9                 Yes, I will.  Thank you.  Good

10     morning.  Today we have two audit reports

11     that are going to be presented to the

12     Finance Committee for presentation and for

13     ratification at the full board, and we have

14     Mr. Barrett Hunter representing the

15     Louisiana Legislative Auditors, and we have

16     Mr. Marc Katsanis from Chaffe & Associates,

17     and the first item on the agenda is for

18     Mr. Hunter to give the Legislative Auditor's

19     Report.

20                 MS. THAM:

21                 Thank you.  Mr. Hunter.

22                 MR. HUNTER:

23                 Good morning.

24                 MS. THAM:

25                 Good morning.
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 1                 MR. HUNTER:

 2                 My name is Barrett Hunter, like

 3     she said.  I'm the audit manager over the

 4     audit.  We have a team of about three our

 5     four people.  This is our first year the

 6     legislative auditors did the EDAP audit.

 7                 I want to, first of all, start

 8     off by thanking the LED and the LEDC

 9     employees, Brenda and -- I'm not going to

10     name them all, but there's a lot of -- Alden

11     also.  I know he's not here, but Mr. Cooper,

12     who was y'all's prior auditor, independent

13     auditor, he provided a lot of assistance

14     too.  So our report was issued on December

15     17th.  I hope y'all had a chance to look at

16     it.

17                 Starting on page 2 is the

18     opinion, and it's an unmodified opinion,

19     which is a clean opinion.  It's a good

20     opinion.  It basically states that LEDC's

21     financial statements were materially

22     correct.  We also have a paragraph, an

23     emphasis of matter paragraph that had to be

24     disclosed and that's for a SSBCI revenue

25     that met criteria for revenue recognition.
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 1     So we have to restate the beginning, that

 2     position.

 3                 Now, that paragraph does not

 4     affect the opinion modification, so it's no

 5     effect on the opinion.  Page 5 through 30 is

 6     the financial statements.  5 through 9 is

 7     the MDNA.  10 through 13 is the actual

 8     financial statements.  I'm not going to go

 9     into anything in detail, but any questions

10     y'all have, we can go into it and then it

11     goes into the notes and then the

12     supplemental scheduling and investments.

13                 On page -- actually, after page

14     30 is Exhibit A.  It's the Government

15     Auditing Standards reports and what is that

16     is a report on the infernal control and on

17     any compliance, and we found no issues, no

18     material deficiencies in internal control or

19     financial reporting, and we found no

20     noncompliance issues that needed to be

21     reported.  The last year's report had one

22     finding in their report on the bonds, but we

23     found that that's been resolved.  There's

24     controls in place and everything, so it's

25     not repeated in this report.  The timing of
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 1     the '15.  We're going to do it again in '15.

 2     I would think it's going to be pretty

 3     consistent to what we have this time, we

 4     issued in December.  We were trying to issue

 5     it in November, but learned that that's kind

 6     of impossible with waiting on the investment

 7     reports.  So I would suspect it's going to

 8     be sometime in December.

 9                 That's pretty much all I have.

10     I'm open to questions.

11                 MS. THAM:

12                 Any questions?  You got to read

13     it?  Also, we're going to hear from Chaffe

14     and if you have any questions that integrate

15     the investments, the analysis, or the

16     valuation of them, we can also ask about

17     that after Chaffe presents their rough

18     report.

19                 Any questions?  And from Chaffe,

20     you're going to present the valuations?

21     Thank you.

22                 MR. KATSANIS:

23                 Good morning, everyone.  Again,

24     I'd also like to thank the staff of LEDC for

25     making everything run smoothly during the
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 1     process.  I guess we will start by -- you

 2     know, our report really goes into detail and

 3     describes each of the investments that LEDC

 4     has.  The overall summary is shown on

 5     Exhibit 1.  For each of these investments,

 6     we performed a full valuation as prescribed

 7     by by AICPA standards and interviewed the

 8     management of each of these companies to

 9     determine a final valuation as of your

10     financial statements dated June.

11                 MS. THAM:

12                 Excuse me.  That exhibit is

13     right after page 20?

14                 MR. KATSANIS:

15                 Yes, that's correct.  I'll

16     summarize this table, and I'm glad to go

17     through it and answer any questions that

18     anyone has.  It's really separated into two

19     components -- the investment companies,

20     which are investments that LEDC has, and

21     investment funds that are a few venture

22     capital funds, some BITCOs, and also a

23     couple of mezzanine landing funds.  The

24     bottom section, which comprises four

25     companies, are operating companies that are
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 1     direct investments in individual companies

 2     or, at this point, sometimes remnants of

 3     companies that have been sold but still have

 4     a few assets that will be distributed in the

 5     future.

 6                 Essentially, the table setup,

 7     we've got a first column of numbers, which

 8     is the third column.  It represents the

 9     value at the end of 2013, fiscal 2013.  The

10     2000 middle represented there, if the

11     investment paid out any distributions or

12     return of capital or if LEDC invested any

13     new capital, the fourth column of numbers

14     represents the change in the market value,

15     which is the result of our valuation from

16     year to year.

17                 2014 Chaffe fair value, that is

18     the value of each investment as of June 30,

19     2014, and then at the request of the Finance

20     Committee from last year, we've added some

21     additional information, which is the last

22     four columns that allows you to see, and

23     actually the final total of that is the last

24     column, gain/loss, which allows you to see

25     the total gain or loss on investments and
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 1     LEDC-made investments.

 2                 MS. THAM:

 3                 I'm glad you put that in there.

 4     That is very revealing.  Go ahead.  I don't

 5     mean to interrupt.

 6                 MR. KATSANIS:

 7                 Sure.  And that's my overview.

 8     If you guys have any other questions or

 9     would like me to highlight any of these

10     individual investments in more detail, I'd

11     be glad to discuss that.

12                 MS. THAM:

13                 I do have a question.  I'm not

14     sure which of you gentlemen I should ask

15     that of, but the last exhibit, I believe it

16     was, in the audit report, page 29 of the

17     audit report, that shows the investments,

18     and they show our costs, the carrying value,

19     and fair value.  As I understand it, the

20     carrying value is the cost minus any

21     impairments.

22                 MR. HUNTER:

23                 Impairments.  Correct.

24                 MS. THAM:

25                 So at what point are the
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 1     calculations of impairments made?  Who

 2     decides on the number for impairments?  Is

 3     that part of the valuation done by Chaffe?

 4                 MR. HUNTER:

 5                 Correct.

 6                 MR. KATSANIS:

 7                 Yes.  The result of my valuation

 8     at the end of each fiscal year will

 9     determine whether or not each investment is

10     impaired and the amount by which it's

11     impaired.

12                 MS. THAM:

13                 And so that's done on an annual

14     basis at the time of the audit?

15                 MR. KATSANIS:

16                 Correct.

17                 MS. THAM:

18                 And the carrying value, then, is

19     our original cost less the impairments.

20     It's not the same as the fair market value,

21     so is that what we think that we might end

22     up with as a return from that investment?

23                 MR. KATSANIS:

24                 Not necessarily.  The

25     investment, if it becomes impaired or
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 1     declines in value, will be written down.

 2     However, as long as the company doesn't go

 3     out of business, then it still has the

 4     prospect that it may appreciate in the

 5     future; however, that appreciation is never

 6     realized on the books.

 7                 Going forward, however, if at

 8     the time -- if the company is sold and LEDC

 9     is cashed out, then they realize a gain or a

10     loss as compared to that.

11                 MS. THAM:

12                 I guess I'm not not quite sure

13     what the difference is between the carrying

14     value on something that's been written down,

15     why the carrying value is different than the

16     fair value.

17                 MR. KATSANIS:

18                 And I guess I don't know.  He

19     may be a better --

20                 MR. HUNTER:

21                 It's not a fair market value

22     method that they use; it's a cost method,

23     and once these things are impaired, because

24     they're private investments -- and the type

25     of investments that LEDC gives them, that
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 1     that method is okay to use.  So once they

 2     impair these things and they go down,

 3     they're not written back up.  Now, in the

 4     note disclosure, we do disclose the market

 5     value as well, but on the face, like he

 6     said, on the face of the financials, we're

 7     only carrying the carrying value.

 8                 MS. THAM:

 9                 Thank you.

10                 MR. KATSANIS:

11                 Maybe an example would make it a

12     little clearer.  If LEDC invests $1 dollars

13     in a particular investment, initially, then

14     in year two, say it's impaired and worth

15     $750,000, that carrying value would be

16     reduced from a million to $750,000.

17     However, if in a subsequent year, the value

18     goes up to $2 million, the fair market value

19     at that point in time would be $2 million,

20     but the carrying value would remain 750.

21                 MS. THAM:

22                 So some of these have done that;

23     they have gone up?

24                 MR. KATSANIS:

25                 Right.  It may have -- it would
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 1     never be less than the carrying value, but

 2     it may appreciate and be more.

 3                 MS. THAM:

 4                 So there are several of those on

 5     here like that.

 6                 MR. KATSANIS:

 7                 Right.  Which means that they

 8     were covered from their previous impairment,

 9     most likely.

10                 MS. THAM:

11                 Thank you.  That helps me

12     understand it a lot more.

13                 MR. KATSANIS:

14                 Sure.

15                 MS. THAM:

16                 Do we have other questions about

17     any of these, the report from Chaffe or the

18     audit report?

19                 I know I have a question.  On

20     the audit report where we're talking about

21     revenues -- I'm sorry, the receivables.  Let

22     me find the page.  I guess it would probably

23     be page 10.  We have due from state treasury

24     a capital outlay fund.  Is that the third

25     tranche that --
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 1                 MR. HUNTER:

 2                 No, ma'am.

 3                 MS. THAM:

 4                 No.  What is that?  Is that over

 5     time, we have a certain amount?  Like, over

 6     $40,000 I know was due from that outlay, and

 7     this is what we have left to receive?

 8                 MR. HUNTER:

 9                 40 million.  Yes.  That's from

10     the Capital Outlay Act, and that's just

11     money that has been approved in the act but

12     not drawn down yet.

13                 MS. THAM:

14                 And so what determines when

15     we're able to draw that down?

16                 MR. HUNTER:

17                 That's up to the agency.  The

18     appropriation has been approved.  It just is

19     still sitting at the treasury.

20                 Is that correct, Erroll?

21                 MR. SMITH:

22                 Yes.

23                 MS. THAM:

24                 Does anyone else have any

25     questions?  No?  Any questions or comments
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 1     from the public?  No?

 2                 In that case, do I have a motion

 3     to accept the finances?

 4                 MR. SIMPSON:

 5                 So moved.

 6                 MR. ANDRE

 7                 Second.

 8                 MS. THAM:

 9                 Everyone in favor, say "aye."

10                 (Several members respond "aye.")

11                 MS. THAM:

12                 Any "nays"?

13                 (No response.)

14                 MS. THAM:

15                 No?  Okay.  In that case, we

16     pass it.  We accept the financial statements

17     and the Chaffe valuation.  We'll present

18     that to the board today.

19                 I do want to say for the LEDC

20     staff and the accounting personnel, thank

21     you for all your hard work.  It's wonderful

22     to get another unqualified opinion and

23     management report with no material

24     weaknesses.  Thank you very much.

25                 MR. HUNTER:
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 1                 Thank you.

 2                 MS. THAM:

 3                 Do I need another motion to

 4     close the committee meeting?

 5                 MR. KAMATH:

 6                 Moved.

 7                 MR. SIMPSON:

 8                 Second.

 9                 MS. THAM:

10                 And a second.  All right.  Thank

11     you.  The meeting has ended.

12   

13            (The meeting concluded at 9:24 a.m.)

14   

15   

16   

17   

18   

19   

20   

21   

22   

23   

24   

25   
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 1                   REPORTER'S CERTIFICATE
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 3   

 4                    I, DESIREE DELATTE, Certified

       Court Reporter in and for the State of Louisiana,

 5     as the officer before whom this meeting for the

       Finance Committee of the Louisiana Economic

 6     Development Corporation, do hereby certify that

       this meeting was reported by me in the stenotype

 7     reporting method, was prepared and transcribed by

       me or under my personal direction and

 8     supervision, and is a true and correct transcript

       to the best of my ability and understanding;

 9   

                      That the transcript has been

10     prepared in compliance with transcript format

       required by statute or by rules of the board,

11     that I have acted in compliance with the

       prohibition on contractual relationships, as

12     defined by Louisiana Code of Civil Procedure

       Article 1434 and in rules and advisory opinions

13     of the board;
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LEDC Finance Committee Meeting Pages 1..4
Page 1 Page 3
1 1 MB. THAM
2 2 If everyone will take a seat,
3 3 we'll call the neeting to order. Roll call,
4 4 please.
5 5 MS. SORRELL:
6 6 Susan Tham
7 MEETI NG M NUTES FOR THE FI NANCE COWM TTEE 7 MB. THAM
8 OF THE 8 Her e.
9 LOUI SI ANA ECONOM C DEVELOPMENT CORPORATI ON 9 MS. SORRELL:
10 HELD AT 10 Ann Villa.
11  LOUI SI ANA STATE EMPLOYEES' RETI REMENT SYSTEM BUI LDING | 11 (No response.)
12 FOURTH FLOOR BOARD ROOM 12 MS. SORRELL:
13 8401 UNI TED PLAZA BOULEVARD 13 Al den Andre.
14 BATON ROUGE, LOUI SI ANA 14 MR ANDRE
15 ON THE 20TH DAY OF FEBRUARY, 2015 15 Her e.
16 COVMENCI NG AT 9: 08 A M 16 MS. SORRELL:
17 17 Jay Rousseau.
18 18 (No response.)
19 19 MS. SORRELL:
20 REPORTED BY: DES| REE DELATTE, CCR, RPR 20 Nitin Kamat h.
21 21 (No response.)
22 22 MS. SORRELL:
23 23 Cal Si npson.
24 24 M. Sinpson:
25 25 Here.
Page 2 Page 4
1 Appear ances of Board Menbers Present: 1 M. THAM
2 Z“Z:: ;nh::"e 2 . Thank you. So today is our
3 Nitin Kamath 3 Finance Committee neeting. V¢'re going to
Cal Sinpson 4 go over our auditor's report and al so our
4 5 investnent analysis by Chaffe.
° Staff Menbers Present: 6 Ms. Qiess, were you going to
6 7 introduce our auditors?
7 Melissa Sorrell 8 MB. QUESS.
Brenda Quess 9 Yes, | will. Thank you. Good
8 Christian Pennington . .
Robbi e Tat e 10 norning. Today we have two audit reports
9 Erroll Snith 11 that are going to be presented to the
Steve Baham 12 Finance Cormittee for presentation and for
10 Susan Bigner 13 ratification at the full board, and we have
Bob Cangel osi
11 14 M. Barrett Hunter representing the
12 15 Louisiana Legislative Auditors, and we have
13 16 M. Marc Katsanis fromChaffe & Associ ates,
ig 17 and the first itemon the agenda is for
16 18 M. Hunter to give the Legislative Auditor's
17 19 Report.
ig 20 V5. THAM
20 21 Thank you. M. Hunter.
21 22 MR HUNTER
22 23 Good mor ni ng.
" 24 M. THAM
25 25 Good nor ni ng.
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LEDC Finance Committee Meeting Pages 5..8
Page 5 Page 7

1 MR HUINTER 1 the'15. W're going todoit againin '15.
2 M/ nane is Barrett Hunter, like 2 | would think it's going to be pretty
3 shesaid. |'mthe audit nmanager over the 3 consistent to what we have this time, we
4 audit. W have a teamof about three our 4 issued in Decenber. W were trying to issue
5 four people. This is our first year the 5 it in Novenber, but learned that that's kind
6 legislative auditors did the EDAP audit. 6 of inpossible with waiting on the investnent
7 | want to, first of all, start 7 reports. So | would suspect it's going to
8 off by thanking the LED and the LEDC 8 be sometine in Decenber.
9 enployees, Brenda and -- |'mnot going to 9 That's pretty nuch all | have.
10 nane themall, but there's alot of -- Alden |10 |'mopen to questions.

11  also. | know he's not here, but M. Cooper, |11 MB. THAM

12 who was y'all's prior auditor, independent 12 Any questions? You got to read
13 auditor, he provided a |ot of assistance 13 it? Aso, we're going to hear fromaffe
14 too. So our report was issued on Decenber 14 and if you have any questions that integrate
15 17th. | hope y'all had a chance to | ook at 15 the investnents, the analysis, or the

16 it. 16 valuation of them we can al so ask about

17 Starting on page 2 is the 17 that after Chaffe presents their rough

18 opinion, and it's an unnodified opinion, 18 report.

19 whichis aclean opinion. It's a good 19 Any questions? And from Chaffe,
20 opinion. It basically states that LEDC s 20 you're going to present the val uations?

21 financial statenents were nmaterially 21  Thank you.

22 correct. W also have a paragraph, an 22 MR KATSAN S

23 enphasis of matter paragraph that had to be |23 Good norni ng, everyone. Again,
24 disclosed and that's for a SSBA revenue 24 |'d also like to thank the staff of LEDC for
25 that net criteria for revenue recognition. 25 making everything run snmoothly during the

Page 6 Page 8

1 So we have to restate the beginning, that 1 process. | guess we will start by -- you
2 position. 2 know, our report really goes into detail and
3 Now, that paragraph does not 3 describes each of the investnents that LEDC
4 affect the opinion nodification, soit's no 4 has. The overall summary is shown on
5 effect on the opinion. Page 5 through 30 is | 5 Exhibit 1. For each of these investnents,
6 the financial statenents. 5 through 9 is 6 we perforned a full valuation as prescribed
7 the MONA 10 through 13 is the actual 7 by by AICPA standards and interviewed the
8 financial staterments. |'mnot going to go 8 managenent of each of these conpanies to
9 into anything in detail, but any questions 9 determne a final valuation as of your

10 y'all have, we can go into it and then it 10 financial statenents dated June.

11 goes into the notes and then the 11 M5, THAM

12 suppl enental schedul ing and investments. 12 Excuse ne. That exhibit is

13 O page -- actually, after page |13 right after page 20?

14 30 is Exhibit A It's the Governnent 14 MR KATSAN S

15 Auditing Standards reports and what is that 15 Yes, that's correct. |'ll

16 is areport on the infernal control and on 16 summarize this table, and I'mglad to go

17 any conpliance, and we found no issues, no 17 through it and answer any questions that

18 naterial deficiencies ininternal control or |18 anyone has. It's really separated into two
19 financial reporting, and we found no 19 conponents -- the investnent conpanies,

20  nonconpl i ance issues that needed to be 20 which are investnents that LEDC has, and

21 reported. The last year's report had one 21 investnent funds that are a few venture

22 finding in their report on the bonds, but we |22 capital funds, some Bl TO3s, and also a

23 found that that's been resol ved. There's 23  coupl e of nezzanine |landing funds. The

24 controls in place and everything, soit's 24  bottom section, which conprises four

25 not repeated in this report. The timng of 25 conpani es, are operating conpanies that are
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LEDC Finance Committee Meeting Pages 9..12
Page 9 Page 11
1 direct investnents in individual conpanies 1 calculations of inpairnments nade? Wo
2 or, at this point, sonetines rennants of 2 decides on the nunber for inpairnents? Is
3 conpani es that have been sold but still have | 3 that part of the valuation done by Chaffe?
4 afewassets that will be distributed inthe | 4 MR HUWNTER
5 future. 5 Correct.
6 Essentially, the table setup, 6 MR KATSAN S
7 we've got a first colum of nunbers, which 7 Yes. The result of ny valuation
8 isthe third colum. It represents the 8 at the end of each fiscal year wll
9 value at the end of 2013, fiscal 2013. The 9 determne whether or not each investnent is
10 2000 mddle represented there, if the 10 inpaired and the amount by which it's
11 investment paid out any distributions or 11 inpaired.
12  return of capital or if LEDC invested any 12 MB. THAM
13 new capital, the fourth colum of nunbers 13 And so that's done on an annual
14 represents the change in the narket val ue, 14 basis at the tine of the audit?
15 which is the result of our valuation from 15 MR KATSAN S
16 year to year. 16 Correct.
17 2014 Chaffe fair value, that is |17 MB. THAM
18 the value of each investnent as of June 30, 18 And the carrying value, then, is
19 2014, and then at the request of the Finance |19 our original cost |ess the inpairnents.
20 Committee fromlast year, we've added sone 20 It's not the sane as the fair narket val ue,
21 additional information, which is the |ast 21 sois that what we think that we mght end
22 four colums that allows you to see, and 22 up with as areturn fromthat investnent?
23 actually the final total of that is the last |23 MR KATSAN S
24 colum, gain/loss, which allows you to see 24 Not necessarily. The
25 the total gain or loss on investnents and 25 investrment, if it becones inpaired or
Page 10 Page 12
1 LEDG nade investnents. 1 declines in value, will be witten down.
2 M5, THAM 2 However, as long as the conpany doesn't go
3 I"'mglad you put that in there. 3 out of business, thenit still has the
4 That is very revealing.  ahead. | don't 4 prospect that it nay appreciate in the
5 nean to interrupt. 5 future; however, that appreciation is never
6 MR KATSAN S 6 realized on the books.
7 Sure. And that's ny overview 7 CGoing forward, however, if at
8 If you guys have any other questions or 8 thetime -- if the conpany is sold and LEDC
9 would like ne to highlight any of these 9 is cashed out, then they realize a gain or a
10 individual investnents in nore detail, I'd 10 loss as conpared to that.
11  be glad to discuss that. 11 M5, THAM
12 MB. THAM 12 | guess |'mnot not quite sure
13 | do have a question. |'mnot 13 what the difference is between the carrying
14  sure which of you gentlenen | should ask 14 value on sonething that's been witten down,
15 that of, but the last exhibit, | believe it 15 why the carrying value is different than the
16 was, in the audit report, page 29 of the 16 fair val ue.
17 audit report, that shows the investments, 17 MR KATSAN S
18 and they show our costs, the carrying value, |18 And | guess | don't know He
19 and fair value. As | understand it, the 19 nay be a better --
20 carrying value is the cost mnus any 20 MR HUNTER
21  inpairments. 21 It's not a fair narket val ue
22 MR HUNTER 22 nmethod that they use; it's a cost method,
23 I npai rments. Correct. 23 and once these things are inpaired, because
24 M5, THAM 24 they're private investnents -- and the type
25 So at what point are the 25 of investrments that LEDC gives them that

ToRRES REPORTING 85 ASSOCIATES, .

Baton Rouge, LA
225.751.0732
225.752.7308 FAX

COURT REPORTING & LITIGATION SERVICES
www.torresreporting.com
1.866.982.6878 Toll Free

New Orleans, LA
504.392.4791
504.392.4852 FAX

T




http://www.torresreporting.com/



February 20, 2015

LEDC Finance Committee Meeting Pages 13..16
Page 13 Page 15
1 that nethod is okay to use. $So once they 1 MR HUINTER
2 inpair these things and they go down, 2 No, ma' am
3 they're not witten back up. Now, in the 3 MB. THAM
4 note disclosure, we do disclose the narket 4 No. Wat is that? |s that over
5 value as well, but on the face, |ike he 5 tine, we have a certain amount? Like, over
6 said, onthe face of the financials, we're 6  $40,000 | know was due fromthat outlay, and
7 only carrying the carrying val ue. 7 this is what we have left to receive?
8 MB. THAM 8 MR HNTER
9 Thank you. 9 40 mllion. Yes. That's from
10 MR KATSAN S 10 the Capital Qutlay Act, and that's just
11 Maybe an exanpl e woul d make it a |11 noney that has been approved in the act but
12 little clearer. |If LEDCinvests $1 dollars |12 not drawn down yet.
13 in a particular investnent, initially, then |13 MB. THAM
14 in year two, say it's inpaired and worth 14 And so what determ nes when
15 $750,000, that carrying val ue woul d be 15 we're able to draw that down?
16 reduced froma mllion to $750, 000. 16 MR HUWNTER
17 However, if in a subsequent year, the value |17 That's up to the agency. The
18 goes up to $2 nillion, the fair narket value |18 appropriation has been approved. It just is
19 at that point intinme would be $2 mllion, 19 still sitting at the treasury.
20 but the carrying value woul d remain 750. 20 Is that correct, Eroll?
21 MB. THAM 21 MR SMTH
22 So some of these have done that; |22 Yes.
23 they have gone up? 23 MB. THAM
24 MR KATSAN S 24 Does anyone el se have any
25 Rght. It may have -- it would |25 questions? No? Any questions or coments
Page 14 Page 16
1 never be less than the carrying val ue, but 1 fromthe public? No?
2 it may appreciate and be nore. 2 In that case, do | have a notion
3 M5, THAM 3 to accept the finances?
4 So there are several of those on | 4 MR S| MPSON
5 here like that. 5 So noved.
6 MR KATSAN S 6 MR ANDRE
7 R ght. Wich neans that they 7 Second.
8 were covered fromtheir previous inpairment, 8 M5, THAM
9 nost likely. 9 Everyone in favor, say "aye."
10 M5, THAM 10 (Several nenbers respond "aye.")
11 Thank you. That hel ps ne 11 M5, THAM
12  understand it a lot nore. 12 Any "nays"?
13 MR KATSAN S 13 (No response.)
14 Sure. 14 M5, THAM
15 M5, THAM 15 No? Ckay. |In that case, we
16 Do we have other questions about |16 pass it. W accept the financial statements
17 any of these, the report fromChaffe or the |17 and the Chaffe valuation. VeIl present
18 audit report? 18 that to the board today.
19 | know | have a question. n 19 | do want to say for the LEDC
20 the audit report where we're tal king about 20 staff and the accounting personnel, thank
21 revenues -- |I'msorry, the receivables. Let |21 you for all your hard work. [It's wonderful
22 me find the page. | guess it would probably |22 to get another unqualified opinion and
23 Dbe page 10. V¢ have due fromstate treasury |23 managenent report with no naterial
24 a capital outlay fund. |Is that the third 24  weaknesses. Thank you very nuch.
25 tranche that -- 25 MR HUNTER
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Page 17
1 Thank you.
2 MB. THAM
3 Do | need another notion to
4 close the conmttee neeting?
5 MR KAVATH
6 Moved.
7 MR S MPSON
8 Second.
9 MB. THAM
10 And a second. Al right. Thank
11 you. The neeting has ended.
12
13 (The neeting concluded at 9:24 a.m)
14
15
16
17
18
19
20
21
22
23
24
25
Page 18
1 REPORTER S CERTI FI CATE
;
4 |, DESI REE DELATTE, Certified
Court Reporter in and for the State of Louisiana,
5 as the officer before whomthis neeting for the

Fi nance Committee of the Louisiana Economic

6 Devel opment Cor poration, do hereby certify that
this nmeeting was reported by ne in the stenotype

7 reporting nethod, was prepared and transcribed by
me or under ny personal direction and

8 supervision, and is a true and correct transcript
to the best of ny ability and understanding;

That the transcript has been
10 prepared in conpliance with transcript fornat
required by statute or by rules of the board,
11 that | have acted in conpliance with the
prohi bition on contractual relationships, as
12  defined by Louisiana Code of Civil Procedure
Article 1434 and in rules and advisory opinions
13  of the board;

14 That | amnot related to counsel
or to the parties herein, nor am| otherw se
15 interested in the outcone of this matter.
16
17 Dated this 4th day of March, 2015.
18
19
20
21
DESI RE DELATTE, CCR, RPR
22 CERTI FI ED COURT REPORTER
23
24
25
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 1   Appearances of Board Members Present:

 2   Susan Tham
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 3   Nitin Kamath

     Cal Simpson

 4
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 1               MS. THAM:

 2               If everyone will take a seat,

 3   we'll call the meeting to order.  Roll call,

 4   please.

 5               MS. SORRELL:

 6               Susan Tham.

 7               MS. THAM:

 8               Here.

 9               MS. SORRELL:

10               Ann Villa.

11               (No response.)

12               MS. SORRELL:

13               Alden Andre.

14               MR. ANDRE

15               Here.

16               MS. SORRELL:

17               Jay Rousseau.

18               (No response.)

19               MS. SORRELL:

20               Nitin Kamath.

21               (No response.)

22               MS. SORRELL:

23               Cal Simpson.

24               Mr. Simpson:

25               Here.
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 1               MS. THAM:

 2               Thank you.  So today is our

 3   Finance Committee meeting.  We're going to

 4   go over our auditor's report and also our

 5   investment analysis by Chaffe.

 6               Ms. Guess, were you going to

 7   introduce our auditors?

 8               MS. GUESS:

 9               Yes, I will.  Thank you.  Good

10   morning.  Today we have two audit reports

11   that are going to be presented to the

12   Finance Committee for presentation and for

13   ratification at the full board, and we have

14   Mr. Barrett Hunter representing the

15   Louisiana Legislative Auditors, and we have

16   Mr. Marc Katsanis from Chaffe & Associates,

17   and the first item on the agenda is for

18   Mr. Hunter to give the Legislative Auditor's

19   Report.

20               MS. THAM:

21               Thank you.  Mr. Hunter.

22               MR. HUNTER:

23               Good morning.

24               MS. THAM:

25               Good morning.
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 1               MR. HUNTER:

 2               My name is Barrett Hunter, like

 3   she said.  I'm the audit manager over the

 4   audit.  We have a team of about three our

 5   four people.  This is our first year the

 6   legislative auditors did the EDAP audit.

 7               I want to, first of all, start

 8   off by thanking the LED and the LEDC

 9   employees, Brenda and -- I'm not going to

10   name them all, but there's a lot of -- Alden

11   also.  I know he's not here, but Mr. Cooper,

12   who was y'all's prior auditor, independent

13   auditor, he provided a lot of assistance

14   too.  So our report was issued on December

15   17th.  I hope y'all had a chance to look at

16   it.

17               Starting on page 2 is the

18   opinion, and it's an unmodified opinion,

19   which is a clean opinion.  It's a good

20   opinion.  It basically states that LEDC's

21   financial statements were materially

22   correct.  We also have a paragraph, an

23   emphasis of matter paragraph that had to be

24   disclosed and that's for a SSBCI revenue

25   that met criteria for revenue recognition.
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 1   So we have to restate the beginning, that

 2   position.

 3               Now, that paragraph does not

 4   affect the opinion modification, so it's no

 5   effect on the opinion.  Page 5 through 30 is

 6   the financial statements.  5 through 9 is

 7   the MDNA.  10 through 13 is the actual

 8   financial statements.  I'm not going to go

 9   into anything in detail, but any questions

10   y'all have, we can go into it and then it

11   goes into the notes and then the

12   supplemental scheduling and investments.

13               On page -- actually, after page

14   30 is Exhibit A.  It's the Government

15   Auditing Standards reports and what is that

16   is a report on the infernal control and on

17   any compliance, and we found no issues, no

18   material deficiencies in internal control or

19   financial reporting, and we found no

20   noncompliance issues that needed to be

21   reported.  The last year's report had one

22   finding in their report on the bonds, but we

23   found that that's been resolved.  There's

24   controls in place and everything, so it's

25   not repeated in this report.  The timing of
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 1   the '15.  We're going to do it again in '15.

 2   I would think it's going to be pretty

 3   consistent to what we have this time, we

 4   issued in December.  We were trying to issue

 5   it in November, but learned that that's kind

 6   of impossible with waiting on the investment

 7   reports.  So I would suspect it's going to

 8   be sometime in December.

 9               That's pretty much all I have.

10   I'm open to questions.

11               MS. THAM:

12               Any questions?  You got to read

13   it?  Also, we're going to hear from Chaffe

14   and if you have any questions that integrate

15   the investments, the analysis, or the

16   valuation of them, we can also ask about

17   that after Chaffe presents their rough

18   report.

19               Any questions?  And from Chaffe,

20   you're going to present the valuations?

21   Thank you.

22               MR. KATSANIS:

23               Good morning, everyone.  Again,

24   I'd also like to thank the staff of LEDC for

25   making everything run smoothly during the

0008

 1   process.  I guess we will start by -- you

 2   know, our report really goes into detail and

 3   describes each of the investments that LEDC

 4   has.  The overall summary is shown on

 5   Exhibit 1.  For each of these investments,

 6   we performed a full valuation as prescribed

 7   by by AICPA standards and interviewed the

 8   management of each of these companies to

 9   determine a final valuation as of your

10   financial statements dated June.

11               MS. THAM:

12               Excuse me.  That exhibit is

13   right after page 20?

14               MR. KATSANIS:

15               Yes, that's correct.  I'll

16   summarize this table, and I'm glad to go

17   through it and answer any questions that

18   anyone has.  It's really separated into two

19   components -- the investment companies,

20   which are investments that LEDC has, and

21   investment funds that are a few venture

22   capital funds, some BITCOs, and also a

23   couple of mezzanine landing funds.  The

24   bottom section, which comprises four

25   companies, are operating companies that are
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 1   direct investments in individual companies

 2   or, at this point, sometimes remnants of

 3   companies that have been sold but still have

 4   a few assets that will be distributed in the

 5   future.

 6               Essentially, the table setup,

 7   we've got a first column of numbers, which

 8   is the third column.  It represents the

 9   value at the end of 2013, fiscal 2013.  The

10   2000 middle represented there, if the

11   investment paid out any distributions or

12   return of capital or if LEDC invested any

13   new capital, the fourth column of numbers

14   represents the change in the market value,

15   which is the result of our valuation from

16   year to year.

17               2014 Chaffe fair value, that is

18   the value of each investment as of June 30,

19   2014, and then at the request of the Finance

20   Committee from last year, we've added some

21   additional information, which is the last

22   four columns that allows you to see, and

23   actually the final total of that is the last

24   column, gain/loss, which allows you to see

25   the total gain or loss on investments and
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 1   LEDC-made investments.

 2               MS. THAM:

 3               I'm glad you put that in there.

 4   That is very revealing.  Go ahead.  I don't

 5   mean to interrupt.

 6               MR. KATSANIS:

 7               Sure.  And that's my overview.

 8   If you guys have any other questions or

 9   would like me to highlight any of these

10   individual investments in more detail, I'd

11   be glad to discuss that.

12               MS. THAM:

13               I do have a question.  I'm not

14   sure which of you gentlemen I should ask

15   that of, but the last exhibit, I believe it

16   was, in the audit report, page 29 of the

17   audit report, that shows the investments,

18   and they show our costs, the carrying value,

19   and fair value.  As I understand it, the

20   carrying value is the cost minus any

21   impairments.

22               MR. HUNTER:

23               Impairments.  Correct.

24               MS. THAM:

25               So at what point are the
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 1   calculations of impairments made?  Who

 2   decides on the number for impairments?  Is

 3   that part of the valuation done by Chaffe?

 4               MR. HUNTER:

 5               Correct.

 6               MR. KATSANIS:

 7               Yes.  The result of my valuation

 8   at the end of each fiscal year will

 9   determine whether or not each investment is

10   impaired and the amount by which it's

11   impaired.

12               MS. THAM:

13               And so that's done on an annual

14   basis at the time of the audit?

15               MR. KATSANIS:

16               Correct.

17               MS. THAM:

18               And the carrying value, then, is

19   our original cost less the impairments.

20   It's not the same as the fair market value,

21   so is that what we think that we might end

22   up with as a return from that investment?

23               MR. KATSANIS:

24               Not necessarily.  The

25   investment, if it becomes impaired or
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 1   declines in value, will be written down.

 2   However, as long as the company doesn't go

 3   out of business, then it still has the

 4   prospect that it may appreciate in the

 5   future; however, that appreciation is never

 6   realized on the books.

 7               Going forward, however, if at

 8   the time -- if the company is sold and LEDC

 9   is cashed out, then they realize a gain or a

10   loss as compared to that.

11               MS. THAM:

12               I guess I'm not not quite sure

13   what the difference is between the carrying

14   value on something that's been written down,

15   why the carrying value is different than the

16   fair value.

17               MR. KATSANIS:

18               And I guess I don't know.  He

19   may be a better --

20               MR. HUNTER:

21               It's not a fair market value

22   method that they use; it's a cost method,

23   and once these things are impaired, because

24   they're private investments -- and the type

25   of investments that LEDC gives them, that
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 1   that method is okay to use.  So once they

 2   impair these things and they go down,

 3   they're not written back up.  Now, in the

 4   note disclosure, we do disclose the market

 5   value as well, but on the face, like he

 6   said, on the face of the financials, we're

 7   only carrying the carrying value.

 8               MS. THAM:

 9               Thank you.

10               MR. KATSANIS:

11               Maybe an example would make it a

12   little clearer.  If LEDC invests $1 dollars

13   in a particular investment, initially, then

14   in year two, say it's impaired and worth

15   $750,000, that carrying value would be

16   reduced from a million to $750,000.

17   However, if in a subsequent year, the value

18   goes up to $2 million, the fair market value

19   at that point in time would be $2 million,

20   but the carrying value would remain 750.

21               MS. THAM:

22               So some of these have done that;

23   they have gone up?

24               MR. KATSANIS:

25               Right.  It may have -- it would
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 1   never be less than the carrying value, but

 2   it may appreciate and be more.

 3               MS. THAM:

 4               So there are several of those on

 5   here like that.

 6               MR. KATSANIS:

 7               Right.  Which means that they

 8   were covered from their previous impairment,

 9   most likely.

10               MS. THAM:

11               Thank you.  That helps me

12   understand it a lot more.

13               MR. KATSANIS:

14               Sure.

15               MS. THAM:

16               Do we have other questions about

17   any of these, the report from Chaffe or the

18   audit report?

19               I know I have a question.  On

20   the audit report where we're talking about

21   revenues -- I'm sorry, the receivables.  Let

22   me find the page.  I guess it would probably

23   be page 10.  We have due from state treasury

24   a capital outlay fund.  Is that the third

25   tranche that --
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 1               MR. HUNTER:

 2               No, ma'am.

 3               MS. THAM:

 4               No.  What is that?  Is that over

 5   time, we have a certain amount?  Like, over

 6   $40,000 I know was due from that outlay, and

 7   this is what we have left to receive?

 8               MR. HUNTER:

 9               40 million.  Yes.  That's from

10   the Capital Outlay Act, and that's just

11   money that has been approved in the act but

12   not drawn down yet.

13               MS. THAM:

14               And so what determines when

15   we're able to draw that down?

16               MR. HUNTER:

17               That's up to the agency.  The

18   appropriation has been approved.  It just is

19   still sitting at the treasury.

20               Is that correct, Erroll?

21               MR. SMITH:

22               Yes.

23               MS. THAM:

24               Does anyone else have any

25   questions?  No?  Any questions or comments
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 1   from the public?  No?

 2               In that case, do I have a motion

 3   to accept the finances?

 4               MR. SIMPSON:

 5               So moved.

 6               MR. ANDRE

 7               Second.

 8               MS. THAM:

 9               Everyone in favor, say "aye."

10               (Several members respond "aye.")

11               MS. THAM:

12               Any "nays"?

13               (No response.)

14               MS. THAM:

15               No?  Okay.  In that case, we

16   pass it.  We accept the financial statements

17   and the Chaffe valuation.  We'll present

18   that to the board today.

19               I do want to say for the LEDC

20   staff and the accounting personnel, thank

21   you for all your hard work.  It's wonderful

22   to get another unqualified opinion and

23   management report with no material

24   weaknesses.  Thank you very much.

25               MR. HUNTER:
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 1               Thank you.

 2               MS. THAM:

 3               Do I need another motion to

 4   close the committee meeting?

 5               MR. KAMATH:

 6               Moved.

 7               MR. SIMPSON:

 8               Second.

 9               MS. THAM:

10               And a second.  All right.  Thank

11   you.  The meeting has ended.

12

13          (The meeting concluded at 9:24 a.m.)
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			206									LN			8			16			false			16     summarize this table, and I'm glad to go						false


			207									LN			8			17			false			17     through it and answer any questions that						false


			208									LN			8			18			false			18     anyone has.  It's really separated into two						false


			209									LN			8			19			false			19     components -- the investment companies,						false


			210									LN			8			20			false			20     which are investments that LEDC has, and						false


			211									LN			8			21			false			21     investment funds that are a few venture						false


			212									LN			8			22			false			22     capital funds, some BITCOs, and also a						false


			213									LN			8			23			false			23     couple of mezzanine landing funds.  The						false


			214									LN			8			24			false			24     bottom section, which comprises four						false


			215									LN			8			25			false			25     companies, are operating companies that are						false


			216									PG			9			0			false			page 9						false


			217									LN			9			1			false			 1     direct investments in individual companies						false


			218									LN			9			2			false			 2     or, at this point, sometimes remnants of						false


			219									LN			9			3			false			 3     companies that have been sold but still have						false


			220									LN			9			4			false			 4     a few assets that will be distributed in the						false


			221									LN			9			5			false			 5     future.						false


			222									LN			9			6			false			 6                 Essentially, the table setup,						false


			223									LN			9			7			false			 7     we've got a first column of numbers, which						false


			224									LN			9			8			false			 8     is the third column.  It represents the						false


			225									LN			9			9			false			 9     value at the end of 2013, fiscal 2013.  The						false


			226									LN			9			10			false			10     2000 middle represented there, if the						false


			227									LN			9			11			false			11     investment paid out any distributions or						false


			228									LN			9			12			false			12     return of capital or if LEDC invested any						false


			229									LN			9			13			false			13     new capital, the fourth column of numbers						false


			230									LN			9			14			false			14     represents the change in the market value,						false


			231									LN			9			15			false			15     which is the result of our valuation from						false


			232									LN			9			16			false			16     year to year.						false


			233									LN			9			17			false			17                 2014 Chaffe fair value, that is						false


			234									LN			9			18			false			18     the value of each investment as of June 30,						false


			235									LN			9			19			false			19     2014, and then at the request of the Finance						false


			236									LN			9			20			false			20     Committee from last year, we've added some						false


			237									LN			9			21			false			21     additional information, which is the last						false


			238									LN			9			22			false			22     four columns that allows you to see, and						false


			239									LN			9			23			false			23     actually the final total of that is the last						false


			240									LN			9			24			false			24     column, gain/loss, which allows you to see						false


			241									LN			9			25			false			25     the total gain or loss on investments and						false


			242									PG			10			0			false			page 10						false


			243									LN			10			1			false			 1     LEDC-made investments.						false


			244									LN			10			2			false			 2                 MS. THAM:						false


			245									LN			10			3			false			 3                 I'm glad you put that in there.						false


			246									LN			10			4			false			 4     That is very revealing.  Go ahead.  I don't						false


			247									LN			10			5			false			 5     mean to interrupt.						false


			248									LN			10			6			false			 6                 MR. KATSANIS:						false


			249									LN			10			7			false			 7                 Sure.  And that's my overview.						false


			250									LN			10			8			false			 8     If you guys have any other questions or						false


			251									LN			10			9			false			 9     would like me to highlight any of these						false


			252									LN			10			10			false			10     individual investments in more detail, I'd						false


			253									LN			10			11			false			11     be glad to discuss that.						false


			254									LN			10			12			false			12                 MS. THAM:						false


			255									LN			10			13			false			13                 I do have a question.  I'm not						false


			256									LN			10			14			false			14     sure which of you gentlemen I should ask						false


			257									LN			10			15			false			15     that of, but the last exhibit, I believe it						false


			258									LN			10			16			false			16     was, in the audit report, page 29 of the						false


			259									LN			10			17			false			17     audit report, that shows the investments,						false


			260									LN			10			18			false			18     and they show our costs, the carrying value,						false


			261									LN			10			19			false			19     and fair value.  As I understand it, the						false


			262									LN			10			20			false			20     carrying value is the cost minus any						false


			263									LN			10			21			false			21     impairments.						false


			264									LN			10			22			false			22                 MR. HUNTER:						false


			265									LN			10			23			false			23                 Impairments.  Correct.						false


			266									LN			10			24			false			24                 MS. THAM:						false


			267									LN			10			25			false			25                 So at what point are the						false


			268									PG			11			0			false			page 11						false


			269									LN			11			1			false			 1     calculations of impairments made?  Who						false


			270									LN			11			2			false			 2     decides on the number for impairments?  Is						false


			271									LN			11			3			false			 3     that part of the valuation done by Chaffe?						false


			272									LN			11			4			false			 4                 MR. HUNTER:						false


			273									LN			11			5			false			 5                 Correct.						false


			274									LN			11			6			false			 6                 MR. KATSANIS:						false


			275									LN			11			7			false			 7                 Yes.  The result of my valuation						false


			276									LN			11			8			false			 8     at the end of each fiscal year will						false


			277									LN			11			9			false			 9     determine whether or not each investment is						false


			278									LN			11			10			false			10     impaired and the amount by which it's						false


			279									LN			11			11			false			11     impaired.						false


			280									LN			11			12			false			12                 MS. THAM:						false


			281									LN			11			13			false			13                 And so that's done on an annual						false


			282									LN			11			14			false			14     basis at the time of the audit?						false


			283									LN			11			15			false			15                 MR. KATSANIS:						false


			284									LN			11			16			false			16                 Correct.						false


			285									LN			11			17			false			17                 MS. THAM:						false


			286									LN			11			18			false			18                 And the carrying value, then, is						false


			287									LN			11			19			false			19     our original cost less the impairments.						false


			288									LN			11			20			false			20     It's not the same as the fair market value,						false


			289									LN			11			21			false			21     so is that what we think that we might end						false


			290									LN			11			22			false			22     up with as a return from that investment?						false


			291									LN			11			23			false			23                 MR. KATSANIS:						false


			292									LN			11			24			false			24                 Not necessarily.  The						false


			293									LN			11			25			false			25     investment, if it becomes impaired or						false


			294									PG			12			0			false			page 12						false


			295									LN			12			1			false			 1     declines in value, will be written down.						false


			296									LN			12			2			false			 2     However, as long as the company doesn't go						false


			297									LN			12			3			false			 3     out of business, then it still has the						false


			298									LN			12			4			false			 4     prospect that it may appreciate in the						false


			299									LN			12			5			false			 5     future; however, that appreciation is never						false


			300									LN			12			6			false			 6     realized on the books.						false


			301									LN			12			7			false			 7                 Going forward, however, if at						false


			302									LN			12			8			false			 8     the time -- if the company is sold and LEDC						false


			303									LN			12			9			false			 9     is cashed out, then they realize a gain or a						false


			304									LN			12			10			false			10     loss as compared to that.						false


			305									LN			12			11			false			11                 MS. THAM:						false


			306									LN			12			12			false			12                 I guess I'm not not quite sure						false


			307									LN			12			13			false			13     what the difference is between the carrying						false


			308									LN			12			14			false			14     value on something that's been written down,						false


			309									LN			12			15			false			15     why the carrying value is different than the						false


			310									LN			12			16			false			16     fair value.						false


			311									LN			12			17			false			17                 MR. KATSANIS:						false


			312									LN			12			18			false			18                 And I guess I don't know.  He						false


			313									LN			12			19			false			19     may be a better --						false


			314									LN			12			20			false			20                 MR. HUNTER:						false


			315									LN			12			21			false			21                 It's not a fair market value						false


			316									LN			12			22			false			22     method that they use; it's a cost method,						false


			317									LN			12			23			false			23     and once these things are impaired, because						false


			318									LN			12			24			false			24     they're private investments -- and the type						false


			319									LN			12			25			false			25     of investments that LEDC gives them, that						false


			320									PG			13			0			false			page 13						false


			321									LN			13			1			false			 1     that method is okay to use.  So once they						false


			322									LN			13			2			false			 2     impair these things and they go down,						false


			323									LN			13			3			false			 3     they're not written back up.  Now, in the						false


			324									LN			13			4			false			 4     note disclosure, we do disclose the market						false


			325									LN			13			5			false			 5     value as well, but on the face, like he						false


			326									LN			13			6			false			 6     said, on the face of the financials, we're						false


			327									LN			13			7			false			 7     only carrying the carrying value.						false


			328									LN			13			8			false			 8                 MS. THAM:						false


			329									LN			13			9			false			 9                 Thank you.						false


			330									LN			13			10			false			10                 MR. KATSANIS:						false


			331									LN			13			11			false			11                 Maybe an example would make it a						false


			332									LN			13			12			false			12     little clearer.  If LEDC invests $1 dollars						false


			333									LN			13			13			false			13     in a particular investment, initially, then						false


			334									LN			13			14			false			14     in year two, say it's impaired and worth						false


			335									LN			13			15			false			15     $750,000, that carrying value would be						false


			336									LN			13			16			false			16     reduced from a million to $750,000.						false


			337									LN			13			17			false			17     However, if in a subsequent year, the value						false


			338									LN			13			18			false			18     goes up to $2 million, the fair market value						false


			339									LN			13			19			false			19     at that point in time would be $2 million,						false


			340									LN			13			20			false			20     but the carrying value would remain 750.						false


			341									LN			13			21			false			21                 MS. THAM:						false


			342									LN			13			22			false			22                 So some of these have done that;						false


			343									LN			13			23			false			23     they have gone up?						false


			344									LN			13			24			false			24                 MR. KATSANIS:						false


			345									LN			13			25			false			25                 Right.  It may have -- it would						false


			346									PG			14			0			false			page 14						false


			347									LN			14			1			false			 1     never be less than the carrying value, but						false


			348									LN			14			2			false			 2     it may appreciate and be more.						false


			349									LN			14			3			false			 3                 MS. THAM:						false


			350									LN			14			4			false			 4                 So there are several of those on						false


			351									LN			14			5			false			 5     here like that.						false


			352									LN			14			6			false			 6                 MR. KATSANIS:						false


			353									LN			14			7			false			 7                 Right.  Which means that they						false


			354									LN			14			8			false			 8     were covered from their previous impairment,						false


			355									LN			14			9			false			 9     most likely.						false


			356									LN			14			10			false			10                 MS. THAM:						false


			357									LN			14			11			false			11                 Thank you.  That helps me						false


			358									LN			14			12			false			12     understand it a lot more.						false


			359									LN			14			13			false			13                 MR. KATSANIS:						false


			360									LN			14			14			false			14                 Sure.						false


			361									LN			14			15			false			15                 MS. THAM:						false


			362									LN			14			16			false			16                 Do we have other questions about						false


			363									LN			14			17			false			17     any of these, the report from Chaffe or the						false


			364									LN			14			18			false			18     audit report?						false


			365									LN			14			19			false			19                 I know I have a question.  On						false


			366									LN			14			20			false			20     the audit report where we're talking about						false


			367									LN			14			21			false			21     revenues -- I'm sorry, the receivables.  Let						false


			368									LN			14			22			false			22     me find the page.  I guess it would probably						false


			369									LN			14			23			false			23     be page 10.  We have due from state treasury						false


			370									LN			14			24			false			24     a capital outlay fund.  Is that the third						false


			371									LN			14			25			false			25     tranche that --						false


			372									PG			15			0			false			page 15						false


			373									LN			15			1			false			 1                 MR. HUNTER:						false


			374									LN			15			2			false			 2                 No, ma'am.						false


			375									LN			15			3			false			 3                 MS. THAM:						false


			376									LN			15			4			false			 4                 No.  What is that?  Is that over						false


			377									LN			15			5			false			 5     time, we have a certain amount?  Like, over						false


			378									LN			15			6			false			 6     $40,000 I know was due from that outlay, and						false


			379									LN			15			7			false			 7     this is what we have left to receive?						false


			380									LN			15			8			false			 8                 MR. HUNTER:						false


			381									LN			15			9			false			 9                 40 million.  Yes.  That's from						false


			382									LN			15			10			false			10     the Capital Outlay Act, and that's just						false


			383									LN			15			11			false			11     money that has been approved in the act but						false


			384									LN			15			12			false			12     not drawn down yet.						false


			385									LN			15			13			false			13                 MS. THAM:						false


			386									LN			15			14			false			14                 And so what determines when						false


			387									LN			15			15			false			15     we're able to draw that down?						false


			388									LN			15			16			false			16                 MR. HUNTER:						false


			389									LN			15			17			false			17                 That's up to the agency.  The						false


			390									LN			15			18			false			18     appropriation has been approved.  It just is						false


			391									LN			15			19			false			19     still sitting at the treasury.						false


			392									LN			15			20			false			20                 Is that correct, Erroll?						false


			393									LN			15			21			false			21                 MR. SMITH:						false


			394									LN			15			22			false			22                 Yes.						false


			395									LN			15			23			false			23                 MS. THAM:						false


			396									LN			15			24			false			24                 Does anyone else have any						false


			397									LN			15			25			false			25     questions?  No?  Any questions or comments						false


			398									PG			16			0			false			page 16						false


			399									LN			16			1			false			 1     from the public?  No?						false


			400									LN			16			2			false			 2                 In that case, do I have a motion						false


			401									LN			16			3			false			 3     to accept the finances?						false


			402									LN			16			4			false			 4                 MR. SIMPSON:						false


			403									LN			16			5			false			 5                 So moved.						false


			404									LN			16			6			false			 6                 MR. ANDRE						false


			405									LN			16			7			false			 7                 Second.						false


			406									LN			16			8			false			 8                 MS. THAM:						false


			407									LN			16			9			false			 9                 Everyone in favor, say "aye."						false


			408									LN			16			10			false			10                 (Several members respond "aye.")						false


			409									LN			16			11			false			11                 MS. THAM:						false


			410									LN			16			12			false			12                 Any "nays"?						false


			411									LN			16			13			false			13                 (No response.)						false


			412									LN			16			14			false			14                 MS. THAM:						false


			413									LN			16			15			false			15                 No?  Okay.  In that case, we						false


			414									LN			16			16			false			16     pass it.  We accept the financial statements						false


			415									LN			16			17			false			17     and the Chaffe valuation.  We'll present						false


			416									LN			16			18			false			18     that to the board today.						false


			417									LN			16			19			false			19                 I do want to say for the LEDC						false


			418									LN			16			20			false			20     staff and the accounting personnel, thank						false


			419									LN			16			21			false			21     you for all your hard work.  It's wonderful						false


			420									LN			16			22			false			22     to get another unqualified opinion and						false


			421									LN			16			23			false			23     management report with no material						false


			422									LN			16			24			false			24     weaknesses.  Thank you very much.						false


			423									LN			16			25			false			25                 MR. HUNTER:						false
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			425									LN			17			1			false			 1                 Thank you.						false


			426									LN			17			2			false			 2                 MS. THAM:						false


			427									LN			17			3			false			 3                 Do I need another motion to						false


			428									LN			17			4			false			 4     close the committee meeting?						false


			429									LN			17			5			false			 5                 MR. KAMATH:						false


			430									LN			17			6			false			 6                 Moved.						false


			431									LN			17			7			false			 7                 MR. SIMPSON:						false


			432									LN			17			8			false			 8                 Second.						false


			433									LN			17			9			false			 9                 MS. THAM:						false


			434									LN			17			10			false			10                 And a second.  All right.  Thank						false


			435									LN			17			11			false			11     you.  The meeting has ended.						false


			436									LN			17			12			false			12						false


			437									LN			17			13			false			13            (The meeting concluded at 9:24 a.m.)						false
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 1     Appearances of Board Members Present:

 2     Susan Tham

       Alden Andre

 3     Nitin Kamath

       Cal Simpson

 4   

 5   

       Staff Members Present:

 6   

 7     Melissa Sorrell

       Brenda Guess

 8     Christian Pennington

       Robbie Tate

 9     Erroll Smith

       Steve Baham

10     Susan Bigner

       Bob Cangelosi
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14   
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16   
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18   

19   

20   

21   
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 1                 MS. THAM:

 2                 If everyone will take a seat,

 3     we'll call the meeting to order.  Roll call,

 4     please.

 5                 MS. SORRELL:

 6                 Susan Tham.

 7                 MS. THAM:

 8                 Here.

 9                 MS. SORRELL:

10                 Ann Villa.

11                 (No response.)

12                 MS. SORRELL:

13                 Alden Andre.

14                 MR. ANDRE

15                 Here.

16                 MS. SORRELL:

17                 Jay Rousseau.

18                 (No response.)

19                 MS. SORRELL:

20                 Nitin Kamath.

21                 (No response.)

22                 MS. SORRELL:

23                 Cal Simpson.

24                 Mr. Simpson:

25                 Here.
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 1                 MS. THAM:

 2                 Thank you.  So today is our

 3     Finance Committee meeting.  We're going to

 4     go over our auditor's report and also our

 5     investment analysis by Chaffe.

 6                 Ms. Guess, were you going to

 7     introduce our auditors?

 8                 MS. GUESS:

 9                 Yes, I will.  Thank you.  Good

10     morning.  Today we have two audit reports

11     that are going to be presented to the

12     Finance Committee for presentation and for

13     ratification at the full board, and we have

14     Mr. Barrett Hunter representing the

15     Louisiana Legislative Auditors, and we have

16     Mr. Marc Katsanis from Chaffe & Associates,

17     and the first item on the agenda is for

18     Mr. Hunter to give the Legislative Auditor's

19     Report.

20                 MS. THAM:

21                 Thank you.  Mr. Hunter.

22                 MR. HUNTER:

23                 Good morning.

24                 MS. THAM:

25                 Good morning.
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 1                 MR. HUNTER:

 2                 My name is Barrett Hunter, like

 3     she said.  I'm the audit manager over the

 4     audit.  We have a team of about three our

 5     four people.  This is our first year the

 6     legislative auditors did the EDAP audit.

 7                 I want to, first of all, start

 8     off by thanking the LED and the LEDC

 9     employees, Brenda and -- I'm not going to

10     name them all, but there's a lot of -- Alden

11     also.  I know he's not here, but Mr. Cooper,

12     who was y'all's prior auditor, independent

13     auditor, he provided a lot of assistance

14     too.  So our report was issued on December

15     17th.  I hope y'all had a chance to look at

16     it.

17                 Starting on page 2 is the

18     opinion, and it's an unmodified opinion,

19     which is a clean opinion.  It's a good

20     opinion.  It basically states that LEDC's

21     financial statements were materially

22     correct.  We also have a paragraph, an

23     emphasis of matter paragraph that had to be

24     disclosed and that's for a SSBCI revenue

25     that met criteria for revenue recognition.
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 1     So we have to restate the beginning, that

 2     position.

 3                 Now, that paragraph does not

 4     affect the opinion modification, so it's no

 5     effect on the opinion.  Page 5 through 30 is

 6     the financial statements.  5 through 9 is

 7     the MDNA.  10 through 13 is the actual

 8     financial statements.  I'm not going to go

 9     into anything in detail, but any questions

10     y'all have, we can go into it and then it

11     goes into the notes and then the

12     supplemental scheduling and investments.

13                 On page -- actually, after page

14     30 is Exhibit A.  It's the Government

15     Auditing Standards reports and what is that

16     is a report on the infernal control and on

17     any compliance, and we found no issues, no

18     material deficiencies in internal control or

19     financial reporting, and we found no

20     noncompliance issues that needed to be

21     reported.  The last year's report had one

22     finding in their report on the bonds, but we

23     found that that's been resolved.  There's

24     controls in place and everything, so it's

25     not repeated in this report.  The timing of
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 1     the '15.  We're going to do it again in '15.

 2     I would think it's going to be pretty

 3     consistent to what we have this time, we

 4     issued in December.  We were trying to issue

 5     it in November, but learned that that's kind

 6     of impossible with waiting on the investment

 7     reports.  So I would suspect it's going to

 8     be sometime in December.

 9                 That's pretty much all I have.

10     I'm open to questions.

11                 MS. THAM:

12                 Any questions?  You got to read

13     it?  Also, we're going to hear from Chaffe

14     and if you have any questions that integrate

15     the investments, the analysis, or the

16     valuation of them, we can also ask about

17     that after Chaffe presents their rough

18     report.

19                 Any questions?  And from Chaffe,

20     you're going to present the valuations?

21     Thank you.

22                 MR. KATSANIS:

23                 Good morning, everyone.  Again,

24     I'd also like to thank the staff of LEDC for

25     making everything run smoothly during the
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 1     process.  I guess we will start by -- you

 2     know, our report really goes into detail and

 3     describes each of the investments that LEDC

 4     has.  The overall summary is shown on

 5     Exhibit 1.  For each of these investments,

 6     we performed a full valuation as prescribed

 7     by by AICPA standards and interviewed the

 8     management of each of these companies to

 9     determine a final valuation as of your

10     financial statements dated June.

11                 MS. THAM:

12                 Excuse me.  That exhibit is

13     right after page 20?

14                 MR. KATSANIS:

15                 Yes, that's correct.  I'll

16     summarize this table, and I'm glad to go

17     through it and answer any questions that

18     anyone has.  It's really separated into two

19     components -- the investment companies,

20     which are investments that LEDC has, and

21     investment funds that are a few venture

22     capital funds, some BITCOs, and also a

23     couple of mezzanine landing funds.  The

24     bottom section, which comprises four

25     companies, are operating companies that are
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 1     direct investments in individual companies

 2     or, at this point, sometimes remnants of

 3     companies that have been sold but still have

 4     a few assets that will be distributed in the

 5     future.

 6                 Essentially, the table setup,

 7     we've got a first column of numbers, which

 8     is the third column.  It represents the

 9     value at the end of 2013, fiscal 2013.  The

10     2000 middle represented there, if the

11     investment paid out any distributions or

12     return of capital or if LEDC invested any

13     new capital, the fourth column of numbers

14     represents the change in the market value,

15     which is the result of our valuation from

16     year to year.

17                 2014 Chaffe fair value, that is

18     the value of each investment as of June 30,

19     2014, and then at the request of the Finance

20     Committee from last year, we've added some

21     additional information, which is the last

22     four columns that allows you to see, and

23     actually the final total of that is the last

24     column, gain/loss, which allows you to see

25     the total gain or loss on investments and
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 1     LEDC-made investments.

 2                 MS. THAM:

 3                 I'm glad you put that in there.

 4     That is very revealing.  Go ahead.  I don't

 5     mean to interrupt.

 6                 MR. KATSANIS:

 7                 Sure.  And that's my overview.

 8     If you guys have any other questions or

 9     would like me to highlight any of these

10     individual investments in more detail, I'd

11     be glad to discuss that.

12                 MS. THAM:

13                 I do have a question.  I'm not

14     sure which of you gentlemen I should ask

15     that of, but the last exhibit, I believe it

16     was, in the audit report, page 29 of the

17     audit report, that shows the investments,

18     and they show our costs, the carrying value,

19     and fair value.  As I understand it, the

20     carrying value is the cost minus any

21     impairments.

22                 MR. HUNTER:

23                 Impairments.  Correct.

24                 MS. THAM:

25                 So at what point are the
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 1     calculations of impairments made?  Who

 2     decides on the number for impairments?  Is

 3     that part of the valuation done by Chaffe?

 4                 MR. HUNTER:

 5                 Correct.

 6                 MR. KATSANIS:

 7                 Yes.  The result of my valuation

 8     at the end of each fiscal year will

 9     determine whether or not each investment is

10     impaired and the amount by which it's

11     impaired.

12                 MS. THAM:

13                 And so that's done on an annual

14     basis at the time of the audit?

15                 MR. KATSANIS:

16                 Correct.

17                 MS. THAM:

18                 And the carrying value, then, is

19     our original cost less the impairments.

20     It's not the same as the fair market value,

21     so is that what we think that we might end

22     up with as a return from that investment?

23                 MR. KATSANIS:

24                 Not necessarily.  The

25     investment, if it becomes impaired or
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 1     declines in value, will be written down.

 2     However, as long as the company doesn't go

 3     out of business, then it still has the

 4     prospect that it may appreciate in the

 5     future; however, that appreciation is never

 6     realized on the books.

 7                 Going forward, however, if at

 8     the time -- if the company is sold and LEDC

 9     is cashed out, then they realize a gain or a

10     loss as compared to that.

11                 MS. THAM:

12                 I guess I'm not not quite sure

13     what the difference is between the carrying

14     value on something that's been written down,

15     why the carrying value is different than the

16     fair value.

17                 MR. KATSANIS:

18                 And I guess I don't know.  He

19     may be a better --

20                 MR. HUNTER:

21                 It's not a fair market value

22     method that they use; it's a cost method,

23     and once these things are impaired, because

24     they're private investments -- and the type

25     of investments that LEDC gives them, that
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 1     that method is okay to use.  So once they

 2     impair these things and they go down,

 3     they're not written back up.  Now, in the

 4     note disclosure, we do disclose the market

 5     value as well, but on the face, like he

 6     said, on the face of the financials, we're

 7     only carrying the carrying value.

 8                 MS. THAM:

 9                 Thank you.

10                 MR. KATSANIS:

11                 Maybe an example would make it a

12     little clearer.  If LEDC invests $1 dollars

13     in a particular investment, initially, then

14     in year two, say it's impaired and worth

15     $750,000, that carrying value would be

16     reduced from a million to $750,000.

17     However, if in a subsequent year, the value

18     goes up to $2 million, the fair market value

19     at that point in time would be $2 million,

20     but the carrying value would remain 750.

21                 MS. THAM:

22                 So some of these have done that;

23     they have gone up?

24                 MR. KATSANIS:

25                 Right.  It may have -- it would

0014

 1     never be less than the carrying value, but

 2     it may appreciate and be more.

 3                 MS. THAM:

 4                 So there are several of those on

 5     here like that.

 6                 MR. KATSANIS:

 7                 Right.  Which means that they

 8     were covered from their previous impairment,

 9     most likely.

10                 MS. THAM:

11                 Thank you.  That helps me

12     understand it a lot more.

13                 MR. KATSANIS:

14                 Sure.

15                 MS. THAM:

16                 Do we have other questions about

17     any of these, the report from Chaffe or the

18     audit report?

19                 I know I have a question.  On

20     the audit report where we're talking about

21     revenues -- I'm sorry, the receivables.  Let

22     me find the page.  I guess it would probably

23     be page 10.  We have due from state treasury

24     a capital outlay fund.  Is that the third

25     tranche that --

0015

 1                 MR. HUNTER:

 2                 No, ma'am.

 3                 MS. THAM:

 4                 No.  What is that?  Is that over

 5     time, we have a certain amount?  Like, over

 6     $40,000 I know was due from that outlay, and

 7     this is what we have left to receive?

 8                 MR. HUNTER:

 9                 40 million.  Yes.  That's from

10     the Capital Outlay Act, and that's just

11     money that has been approved in the act but

12     not drawn down yet.

13                 MS. THAM:

14                 And so what determines when

15     we're able to draw that down?

16                 MR. HUNTER:

17                 That's up to the agency.  The

18     appropriation has been approved.  It just is

19     still sitting at the treasury.

20                 Is that correct, Erroll?

21                 MR. SMITH:

22                 Yes.

23                 MS. THAM:

24                 Does anyone else have any

25     questions?  No?  Any questions or comments
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 1     from the public?  No?

 2                 In that case, do I have a motion

 3     to accept the finances?

 4                 MR. SIMPSON:

 5                 So moved.

 6                 MR. ANDRE

 7                 Second.

 8                 MS. THAM:

 9                 Everyone in favor, say "aye."

10                 (Several members respond "aye.")

11                 MS. THAM:

12                 Any "nays"?

13                 (No response.)

14                 MS. THAM:

15                 No?  Okay.  In that case, we

16     pass it.  We accept the financial statements

17     and the Chaffe valuation.  We'll present

18     that to the board today.

19                 I do want to say for the LEDC

20     staff and the accounting personnel, thank

21     you for all your hard work.  It's wonderful

22     to get another unqualified opinion and

23     management report with no material

24     weaknesses.  Thank you very much.

25                 MR. HUNTER:
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 1                 Thank you.

 2                 MS. THAM:

 3                 Do I need another motion to

 4     close the committee meeting?

 5                 MR. KAMATH:

 6                 Moved.

 7                 MR. SIMPSON:

 8                 Second.

 9                 MS. THAM:

10                 And a second.  All right.  Thank

11     you.  The meeting has ended.

12   

13            (The meeting concluded at 9:24 a.m.)
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 1                   REPORTER'S CERTIFICATE

 2   

 3   

 4                    I, DESIREE DELATTE, Certified

       Court Reporter in and for the State of Louisiana,

 5     as the officer before whom this meeting for the

       Finance Committee of the Louisiana Economic

 6     Development Corporation, do hereby certify that

       this meeting was reported by me in the stenotype

 7     reporting method, was prepared and transcribed by

       me or under my personal direction and

 8     supervision, and is a true and correct transcript

       to the best of my ability and understanding;

 9   

                      That the transcript has been

10     prepared in compliance with transcript format

       required by statute or by rules of the board,

11     that I have acted in compliance with the

       prohibition on contractual relationships, as

12     defined by Louisiana Code of Civil Procedure

       Article 1434 and in rules and advisory opinions

13     of the board;

14                    That I am not related to counsel

       or to the parties herein, nor am I otherwise

15     interested in the outcome of this matter.

16   

17     Dated this 4th day of March, 2015.

18   

19   

20   

21                            _________________________

                              DESIRE DELATTE, CCR, RPR

22                            CERTIFIED COURT REPORTER

23   

24   

25   




