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MS. VI LLA:

Good norning. |'d like to cal
order the Finance Conmittee neeting.
Deborah, if you could, please take a
Thank you.

MB. SI MMONS:

Good nor ni ng.

Charl es Jackson?
MR JACKSON:

Her e.

MS.  SI MMONS:

Andy Adl er?

St even Davi d.
MR DAVI Dt

Her e.

MS.  SI MMONS:

Anne Vil la?
MS. VI LLA:

Her e.

MB. S| MMONS:

We have a quorum
MS. VI LLA:

The first itemon the agenda is
presentation of the audit reports for

fiscal year 21 ending June 30, 2021.

to

roll.

t he
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M. Cooper, if you would present to the
Fi nance Comm ttee the audit financi al
statenments endi ng June 30, 2021.

MR, COOPER:

Thank you. Everyone should have a
copy of the audit for the year ending
June 30, 2021. I'mgoing to refer to ny
report. On page one this is ny audit
opinion. It's what we call an unqualified
opinion, it's the best outcone as a result
of an audit that you can have and it neans
that we feel like the financials in here
are prepared under generally accepted
accounting principles and are fairly
stated in all material respects.

There is one thing on the second page
of the report, | want to go ahead and
point out. |It's under the Enphasis of
Matter. There was a change in the budget
process for LEDC recently, and normally
the | eftover appropriations rolled over
every year. This -- well, actually, at
t he beginning of this year they did not
rollover. So we had prior period

adj ust nent because at the tine the audit
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was conpleted in the prior year, those
funds were assuned to be rolled over. So,
there is a beginning adjustnent fund
bal ance of $6, 158,000 that was renoved
fromthe roll over approbation for this
year. So | just wanted to point that out.

Moving on to the Statenent of Net
Position, page three, we had -- except for
the $6 m | lion, the bal ance sheet was
pretty close to the sane as | ast year's.
There's not any huge swings. W had total
current assets of $23,917, 000, noncurrent
assets of $19,788,000. So that |eaves us
total assets at the end of the year of
$43, 706, 000. We had currently liabilities
of about $600, 000 in accrual, for |oan
| oss guar ant ees $880, 000. So total
liabilities is $1,480,000 and that | eaves
a net position at the end of the year of
$42, 225, 000.

Any questions on that?

Ckay. Page four, Statenent of
Revenues, Expenses, and Changes in Net
Position for the year ending June 30,

2021. (Qperating revenues were $393, 000.
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Total operati ng expenses was $9, 494, 000.
That's an operating | oss of $9, 101, 000.
However we pick it up sone in the

I nt ergover nnent al nonoperati ng revenues.
We had transfers fromthe state general
fund of $3, 304,000, an additional
appropriation fromthe State Capital

Qutl ay Fund of $2,500, 000, federal
revenues that were recogni zed $782, 000.

So, total nonoperating revenues, it would
have been $6, 590, 000. So the net

change -- change in net position decreased
$2,510,000. And, again, refer to that
prior period adjustnent, |ast year's audit
showed $50, 894, 000. W had to reduce that
by the roll over appropriation, so the
restated net position is $44, 736, 000. And
t he end-of -the-year net position is

$42, 225, 000.

Any questions on that?

We had no filings for the year, so
that's good. | appreciate all the help of
Anne's group, Lynn's group. They were a
huge group and that nade the audit very

easy, so | appreciate their help.
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MS. VI LLA:

Are there any questions from any of
the commttee nenbers this norning?

No questi ons.

Any questions fromthe public?

No questi ons.

Heari ng no questions, can have a
notion to accept the audit financi al
statenents for fiscal year ending June 30,
20217
MR DAVI Dt

So noved.

MR JACKSON:

Second.
MS. VI LLA:

Motion to approve -- okay. Al in
favor?

ALL:

Aye.

MS. VI LLA:
Opposed?
Ckay.

MR, COOPER:
Thank you.

MS. VI LLA:
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Just personal privilege, the Board
menbers may not know this, but you have
been serving as the auditor over the LEDC
books -- 1've been here for ten years and

you' ve been here --

VR COCPER:
2008.
M5. VI LLA:

Ckay. So, what is that? Fourteen

years?

MR, COOPER:
Yeah.

MS. VI LLA:

My math is real quick.
MR, COOPER:

Somewhere in there.
MS. VI LLA:

And Aaron is going to be retiring,
so, he will not be with us next fiscal
year. So, | just want to thank you from
LED and fromthe LEDC Board for all your
assi stance that you' ve done. You've
al ways been great to work, the teams
al ways been very appreciative. So, the

teamis going to have to roll up their
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sl eeves and get soneone el se over that
| earni ng curve next year.
MR COOPER:

Right. R ght. For sure.
MS. VI LLA:

Which is always fun trying to explain
things to a new auditor.
MR COOPER:

For sure. For sure.
MS. VI LLA:

So, thank you.
MR COOPER:

| appreciate it. Thank you.
MS. VI LLA:

| don't see any -- oh, there's Marc.
| couldn't see you with your nmask on.

Ckay. So, on -- the next itemon the
agenda for the Finance Conmittee is the
val uation of the LEDC i nvestnents, that is
a portion of your audit and financi al
statenments, Chaffe and Associ ates, Marc
will conme up and kind of go through sone
detail with you.

Hey, Marc, good norning.
MR KATSAN S:
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Hey. Good norning, everybody.
MS. VI LLA:

Pl ease state your nane for the
record. |'msorry.
MR KATSAN S:

Sure. M nane is Marc Katsanis and
I"'mw th Chaffe and Associ ates. W' ve
been perform ng the valuation of LEDC s
i nvestnents, really, since 2006. So we've
got a good, long history. Al ways want to
conpl i ment the LEDC staff, which nakes ny
j ob easy.

So, what | want to do is, if you turn
to ny report | have a summary page and
["I'l just kind of wal k you through each
i nvest ment and tal k about the change, and
i f you guys have any questions I'mglad to
address them The summary page in the
report is going to be right after page 36,
and that's listed as Exhibit 1 .

"Il wait for everybody to get there.
MS. VI LLA:

For us, on our PDF -- if you're
| ooking at the PDF that Deborah sent

out -- it's on 75.
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MR KATSAN S:

Ckay. And | guess it's -- this year
we perforned a valuation of ten investnent
conpani es and there's one operating
conpany, which I guess was actually sold
subsequent to the June 30th financi al
statenent date. So, that -- | guess next
year that won't be a part of that. |
guess it will cover that.

Just kind of going down the |ist.

The first investnent is Aurora Ventures,
which is a venture fund which is basically
close to end of life. There was a small,
| guess, decline in value of $6,000 from
June '20 to '21. The next one was

Busi ness Resource Capital Specialty BIDCO
which is a BIDCO that nmakes primarily SBA
backed | oans. It had a gain of $140, 000
inits portfolio |ast year. Next
investnent is the Catal yst Fund, which is
a venture investnent fund, had a $35, 000
mar ket val ue increase. Healthcare

I nnovati on Fund, which is an early-stage
venture fund focusing on heal thcare

busi nesses, that experienced a $150, 000
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i ncrease. Louisiana Fund, which is

anot her venture fund, had a hearty

i ncrease of $858, 000 in market val ue.
Loui si ana Ventures, another venture fund,
$400, 000 i ncrease. Murphree Ventures had
a $175,000 increase, that's a venture fund
t hat nakes investnents in, | guess, nmaybe
alittle bit (I NAUDI BLE) conpanies. New
Orleans Startup, that's an early stage
seed i nvestnent fund, had a slight
decrease in value of $97,000. Source
Capital, which is kind of a venture

i nvestnent fund which is close to being
fully liquidated had a hearty increase of
$1.4 million. That is nostly due to the
i ncrease in value of Presonus, which was
sold in 2021. Thenelios Ventures, which
iIs a venture fund that focuses nostly on
life sciences, had a $292, 000 i ncrease.
And the last investnent is the Presonus
Audi 0 El ectronics, which is a manufacturer
of m xers and ot her type of, | guess,

el ectronics dealing with sound systens
based here in Baton Rouge, which was sold

to Fender, the guitar conpany, at the end
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of the year and that had healthy increase,
t hey' ve done very well over the prior
year.

MR JACKSON:

So, is it correct in looking at this
chart, our initial investnent in Presonus,
| guess, direct investnent in Presonus was
$101, 000, and it -- after it sold,
$5.1 million?

MR KATSAN S:

That was based on, yes, the value as

of that date.
MR JACKSON:

Ckay. Wow. Thank you.
MR KATSAN S:

Yeah. So, yeah, it was a healthy
I ncr ease.

MR JACKSON:

It covers up a nmultitude of losses in
sone of the other --

MR KATSAN S:
Ri ght .
MR JACKSON:
-- sonme of the issues. It all

anchors down, | guess.
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MR KATSAN S:
Right. Right.
MS. VI LLA:

Yes. You never know which one.
MR JACKSON:

Ri ght .
MR KATSAN S:

Yeah.

So, were there any other?
MR JACKSON:

Yeah. | n general, obviously you
specifically tal ked about Source Capital
and Presonus, where there were big
i ncreases, but this year there were
i ncreases pretty much across the board
after seeing several years of it being
nore | osses than anything else. |Is there
anything systemc that's driving sone of
that? | know on a |lot of these
I nvestnents interest rates is sonething
that they're very sensitive to, but just
in general as we ook to basically be
shortly putting nore noney in, is there
anything we need to be | ooking at as far

as the overall economcs in this space?

13
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Does that nmake sense, ny question?
MR KATSAN S:

Yeah, and | think -- the results in
2021 I ook really good primarily because
the -- they're comng off, kind of,
depressed prices right after the begi nning
of the pandem c in 2020.

MR JACKSON:

Ri ght .
MR KATSAN S:

So, that's what's driving it. There
were -- and, since nost of these are early
stage venture funds, you know, there's
generally one or two investnents that are
kind of driving the returns in these.

MR JACKSON:

| guess when you | ook all the way
over to the far right, there are still a
nunber of themthat are underwater.

MR KATSAN S:
That are underwater.
MR JACKSON:
And they just have big gains.
MR KATSAN S:
Right. Right. And sone of these




© o0 ~N oo o b~ w N

N NN N NN R R R R R R R R R R
oa A~ W N P O © 00 N oo 0o~ w N -+ O

were -- | guess kind of the vintage year
of a fund like this is -- really kind of
drives the returns. A couple of these
were in the early 2000s, where you had
kind of high investnent prices.

MR JACKSON:

Right. Well, and | sit on sone other
Boards that are | ooking at venture and
equity and such, and there's sone concerns
that prices are very high again, and |I'm
j ust wondering --

MR KATSAN S:

Unh- huh (yes).
MR JACKSON:

-- if there's anything that -- as
staff does due diligence and we | ook at
depl oyi ng additi onal noney fromthe
secretary, if there's anything that we
need to be particularly mndful of or that
m ght hel p gui de sone of the eval uati on.

MR KATSAN S:

Yeah, | mean, | guess just a thorough
due diligence. It's hard to tine the
mar ket .
MR JACKSON:

15
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That's --
MR KATSAN S:
Hi ndsi ght is al ways 20/ 20.
MR JACKSON:
Ckay.
MS. VI LLA:
Do we have any other questions from

any conm ttee nenbers?

MR ROY:

I have one.
MR DAVI Dt

"Il ask one. Cbviously, with
Presonus being sold, that's -- that caused

the action (I NAUDI BLE) that nakes the
sale, right? W're going to sell that
i nvest ment because it sol d?
MR KATSAN S:

Ri ght .
MR DAVI Dt

What, | guess, woul d nmake you deci de
to sell an investnent based on the
guestion he asked earlier? | nean, if
it's way up and we' re maki ng good nbney on
it, is there sonme kind of trigger to

change it to where you get out of that

16
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fund and nove on to sonething el se?
MR KATSAN S:

| mean, | guess there's really -- |
guess all of these investnents are really
kind of liquid, there's really no
secondary market for them and that's
pretty typical for nost private equity or
venture capital funds. They -- you put
your noney in at the beginning and it
usually has a targeted life of naybe ten

years, and basically get the returns as

all of the investnents are exited or sold.

MR DAVI Dt

| should (I NAUDIBLE). |If soneone
approached to buy out that, we'd consider
it, | guess, if you're fine and the noney
is right, is that sonething you woul d
consi der ?

MR KATSAN S:

That's probably -- that, you know,
that would definitely be sonething to
consider, if it's a reasonable and fair
of fer.

MR JACKSON:

On all of these we're mnority

17
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investors. It's really we're at the
bottom of the funds. | know how we ended
up with sone specific equity in Presonus,
but that's probably one of the other funds
that was (1 NAUD BLE) or sonething, |'d

guess.
MS. VI LLA:

I think -- Susan, if you could cone
to the table? She -- our venture
capitalist specialist with a history. |If

you can conme and probably explain a little
bit further?
MR JACKSON:

Al nost all of these have been around

for a long, long tine.
MS. VI LLA:

Yes. Yes, they have.
MR KATSAN S:

Yes.

MS. Bl GNER:

Ckay. Presonus, we originally
invested in back in the 1990s wi th one of
our first two venture capital funds. So
when that fund exited, we had the stock

back, but we also did a follow on, so
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that's the reason why you see two types of
stock in for Presonus. And so we have

wat ched them grow from-- they started out
at the tech park, Bonne Carre. They went
fromthere and they rented a buil ding and
then they built a building, and so we have
actually wal ked with themthrough the very
begi nning until they were sold to Fender.
So, also on Source Capital, the majority
of the investnent that was |left was
Presonus and when Presonus exited, Source
Capital closed. So, we have al so received
all of our investnent return funds from
Source Capital.

MS. VI LLA:

That was a shini ng exanpl e of how you
invest in a seed conpany and you are with
themthe entire life cycle.

MR JACKSON:

It seens |ike an LED success story.
MS. VI LLA:

It definitely was.

MR JACKSON:
One for the website.

M5. VI LLA:

19
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And that's local to --
MS. Bl GNER:

Yes.

MS. VI LLA:
-- Baton Rouge.
MS. Bl GNER:

And Fender has stated that they wl|

keep the facility here.
MR JACKSON:

Excel l ent. Excellent.
MS. Bl GNER:

I think they have 90 enpl oyees --
bet ween 70 and 90 enpl oyees right here in
Bat on Rouge.

MS. VI LLA:

| think, |ike Susan stated, it was in
"90s that this initial investnment was
made, so it does take a mnute for the
life cycle, especially when you're
starting out as a seed.

MS. Bl GNER:

And many tinmes we | ooked at it and
wonder ed whet her we wanted to go back to
t he conpany and sell the stock back to the

conpany, and I'mglad that we --

20
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MS. VILLA:
Ri ght .
M5. Bl GNER:

-- worked with themall the way
t hr ough.
M5. VILLA:

A great success econom c devel opnent

story.
MR JACKSON:
Yeah.
MR ROY:
Question: | know you nenti oned USPAP
in your analysis. | know USPAP in a very

specific way as it relates to the nortgage
banki ng i ndustry and overal |l appraisals
and real estate, etc. And normally

| ooki ng at conps when you're doing that.
You al so nentioned that the difficulties
of analyzing these investnents because
they're very liquid, etc. So, |I'mjust
wondering: Can you share sone nore as to
exactly how you do that? | know you

obvi ously rely upon the nunbers that are
stated by the various venture capital

entities to, | guess, a |larger extent, but
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conmment sone nore on exactly how you
arrived at the valuations and your overal
confidence in that process.
MR. KATSAN S:

Sure. So, for the funds, we
basically -- for the underlying
i nvestnents, the fund manager and their
accountants, basically, wll value the
underlying investnents. | wll interview
t he manager and get an understandi ng of
their val uation process, which should --
whi ch, you know, results in them doing a
fair market value bal ance sheet. | use
that information as a starting point for
my anal ysis and then we do sets of
conparabl es. For the funds we will do,
which is typical in the valuation
community, we -- we'll get conparables for

closed-in nutual funds with simlar types

of investnents. |If it's equity we'll | ook
at equity funds. |If it's fixed inconme or
| oans, we'll | ook at |oan funds,

i nvestment | oan portfolios. And, you
know, basically using that -- those set of

conparables we wll find a discount for
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| ack of control, since LEDCis a mnority
owner in each of these, and then from
there we'll also apply a lack of liquidity
di scount, which is based upon sonme option
val uati on nodels. And each particul ar
fund has a -- you know, will have their
own set of, | guess, inputs that will help
us determ ne the extent to which there was
a liquidity discount, you know, somne of
the factors are the volatility, expected
volatility of their price, and also really
expect the termto when they'I|l get --
when LEDC s is expected to get its cash
out. So, funds that are closer to being,
| guess, retired or shutdown will have a
| oner | ack of bargainability discount to
those that are early on.
MR ROY:

Difficult process, | guess.
MR KATSAN S:

Yeah.
MR ROY:

Do you -- are there instances in
whi ch the funds have partners, if you

will, that noved in or out and | ook at the

23
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val uation of how that m ght have taken
pl ace in determning our mnority

I nt erest.

MR KATSAN S:

I don't understand your question.
MR ROY:

Let's -- and this is hypothetical, |
don't know to the extent it happened, but
if you have a partner that was able to get
out by virtue of one set of facts and they
may have been able to get out --

MR KATSAN S:

Ch, okay.
MR ROY:

-- have X, that seens to be a
purchase, if you will, of a mnority
interest. So, that would seemto weigh
into a valuation in that situation.

MR KATSAN S:

Yes, | understand now. So, for
exanple, if -- | don't know, just pick a
fund, you know, if a limted partner in
Loui si ana Fund were to sell his interest
to anot her person or another party? Yeah.

Yeah, if any of those types of
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transactions occur then we will | ook at
that in our, you know -- factor it into
our valuation. |It's sonething that is
usual ly pretty rare. | tell you, naybe in
the 15 years or so that |'ve been doing
this there m ght have been two or three

I nstances when that happened in any
particul ar year -- well, not -- not in any
particular year, in the entire term

MR JACKSON:

The di scount for |ack of control,
totally understand it, totally
appropriate. To the extent that we're
basically in it for that long term
mean, Presonus was 30 years --

MR. KATSAN S:

Uh- huh (yes).
MR,  JACKSON:

-- is the -- does that vary from
I nvestnment to investnent? And that's
really just an our piece of that
particular fund; is that correct? \Were
I'"'mgoing, | guess, is, is it reasonable
to believe that there is sone additional

value, at least as of the point in tine
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there's sone additional value that m ght
be realized in sonme of those investnents
that's not actually on our books because
that lack of control is not sonething that
| m concerned about. Eventually, we're
going to get our noney. It's nore a
function what the value is going to be
when we get the noney than it is for |ack
of control, | guess.

MR KATSAN S:

Right. Yes. No, exactly. You know,
typically when LEDC or any of the other
investors in these funds wll get the
nmoney it's because --

MR JACKSON:

There's been liquidity.
MR KATSAN S:

-- the whole, yeah, there's a
liquidity event and the whole conpany is
sold. So, at that point in tine,
basi cally, those di scounts go away.

MR JACKSON:

Sur e.
MR KATSAN S:

| guess it's -- those two discounts

26
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are really nore a recognition of the fact
that your -- you have to wait to get your
noney.
MR JACKSON:

You can't get it --
MR KATSAN S:

It's nore of atine -- right.
MR JACKSON:

-- you can't get it just because you
want it.

MR KATSAN S:

Right. R ght. And so that's --
MR JACKSON:

Can you give us any sort of range as
to what the discount is represented anong
the different ones? 1Is that running
15 percent these days or 25 percent? O
does it really vary?

MR KATSAN S:

It really varies for each investnent.
And |'ve got the details for each one in
ny report.

MR JACKSON:
In your report.

MR KATSAN S:
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You know it -- |I'd have to --
MR JACKSON:

That's fine.

MR KATSAN S:

It's a very big range. Like, sone of
t hese funds that nostly do seed
I nvest nents, you know, that's going to be
very large and that's going to be
| ong-term capital and the discounts are
going to be | arge, probably, you know.

MR JACKSON:

Ri ght .
MR KATSAN S:

In excess of 20 or 30 percent or
nor e.

MR JACKSON:

It's really is just a followup to
what M. Roy was aski ng about the
difficulty in selling -- of valuations.
MR KATSAN S:

Ri ght .

MR JACKSON:

That's probably one of the |arger

areas where there's sone judgnent that has

to be figured out --
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MR KATSAN S:

Ri ght .
MR JACKSON:

-- what it really represents, but at
sone point that's probably value that's --
| mean, it's represented to the extent you
put a nunber on the discount, but it's not
actually on our books right now.

MR KATSAN S:

Correct. Correct.

MR ROY:

And probably, since they're liquid

-- we can underline that in |iquid.
MR JACKSON:

Ri ght .
MR ROY:

They' re worth sonewhere between zero
and what you have here.
MS. VI LLA:

Any ot her questions from any

comm ttee nenbers?

29
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MR,  JACKSON:

| know that -- this is nore for
staff -- | know that we've been a little
bit nore diligent the | ast several years
at getting the funds in the report and I
know we're at a busy point this year with
a | ot of business at each neeting, but I
hope that we'll continue to get themto
come in, even if it's just one each
neeting and just continue that cycle.
think there's been sonme real benefit to
havi ng them know that we're still aware of
them not just because our val uation guy

wants to talk to them once a year.

MS. VI LLA:
Ri ght .
MR JACKSON:

That we're actually | ooking at them
So, | hope we'll continue the cycle
t hrough this year even though we're pretty
busy.
MS. VI LLA:

Appreciate that. Thank you.

Hearing no ot her questions, do | have

any questions fromthe public?
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No questions fromthe public.
Motion to approve?

MR JACKSON:
So noved.

MS. VI LLA:

Can | get a second, please?

MR DAVI Dt
Second.
MR JACKSON:
Al in favor?
ALL:
Aye.
MS. VI LLA:
No opposed.
Thank you. | appreciated.

MR KATSAN S:
Thanks everyone.
MS. VI LLA:
Is there any other business for the
Fi nance Comm ttee?
MR JACKSON:
Motion to adjourn?
MS. VI LLA:
Heari ng none, second?

MR, DAVI D:




© o0 ~N oo o b~ w N

N NN N NN R R R R R R R R R R
oa A~ W N P O © 00 N oo 0o~ w N -+ O

Second.
MS. VI LLA:

We are adj our ned.

32
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I, the undersigned reporter, do hereby certify
that the above and foregoing is a true and correct
transcription of the stenonask tape of the proceedi ngs had
herei n, taken down by nme and transcri bed under ny
supervision, to the best of ny ability and understandi ng, at
the tinme and place hereinbefore noted in the above-entitl ed

cause.

| further certify that the wi tnesses were duly
sworn by ne in ny capacity as a Certified Court Reporter
pursuant to the provisions of R S. 37:2551 et seq. in and
for the State of Louisiana; that I amnot of counsel nor
related to any of the counsel of any of the parties nor in
the enploy of any of the parties, and that | have no

interest in the outcone of this action.

| further certify that ny license is in good
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