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ECONOMIC DEVELOPMENT FINANCE AUTHORITY
GOED CONFERENCE ROOM, 711 E WELLS AVE, PIERRE, SD
FRIDAY, OCTOBER 14, 2016, 1:00 P.M. CT

. EDFA Meeling: Please nole times:
Motion Sheet
Call To Order e

Agenda

Motion to approve the Agenda as presented. Executive Session:___

_ Regular Session:
Motion made by and seconded by

Adjournment;

Minutes
Motion to approve the minutes of the June 16, 2016 meeting, as presented.

Motion made by and seconded by

APEX Investment Funds
Motion to approve paying off Loan 5 to Rura! Deveiopment as presented.

Metion made by and seconded by

Capital Reserve Excess Fund
Motion to approve closing the Capital Reserve Excess Fund account and transferring the
monies into the General Fund Account.

Motion made by and seconded by

Annual Report/Audit Repori
Motion to approve the 2018 Annua! Report/Audit Report as presented.

Mation made by and seconded by

Executive Session
Motion to enter into executive session to discuss contract matters and commercial and

financial information relating to loan and other assistarce tc applicants.

Motion made by and seconded by

Chairman: Declare board out of executive session. | p.m.]. Chairman: The
EDFA entered into executive session to discuss contract matters and commercial
and financial information relating to loan and other assistance to applicants. No
action taken.

Motion to approve the chairman's report from executive session.

Maticn made by and seconded by

Loan Reviews
Fromm's Hardware & Plumbing, Inc. and Qat Tech, inc,
Motion tc approve the loan reviews and reccmmendations as presented.

Motion made by, and seconded by




Bills
Motion to approve the bill to First National Trust and Investment Management Services
in the amount of $6,911.00.

Motion made by and seconded by

Adjourn
Notion made by and seconded by
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ECONOMIC DEVELOPMENT FINANCE AUTHORITY
GOED LARGE CONF. ROOM, 711 £ WLLS AVE, PIERRE, SD

FRIDAY, OCTORBER 14, 2016, 1:00 P.ML CT
REGULAR SESSION AGENDA
Call To Order, Charrman, Terry Nelson

Approve Agenda
RECOMMENDED ACTION: Moiion to approve Agenda as provided or
amended.

Approve Minutes
RECOMMENDED ACTION: Motion to approve Minutes as provided or
amended.

Approve APEX Invesiment Funds
RECOMMENDED ACTION: Motion to approve paying ol Loan 5 to Rural
Development as presented.

Approve Capital Reserve Excess Fund

RECOMMENDED ACTION: Motion to approve closing the Capital Reserve
Excess Fand account and transferring the monies into the General Fund
Account.

Approve Annual Report/Audit Report
RECOMMENDED ACTION: Motion to approve the 2016 Annual
Report/Audit Report as presented.

Commissioner’s Comments

Execcutive Session

RECOMMENDED ACTION: Motion to enter into executive session fo
discuss contract matlers and commercial and financial information relating to
loan and other assistance applicants.

Report from Executive Session
RECOMMENDED ACTION: Approve Chairman'’s report from Executive
Session.

Other Mations
Fromm’s Hardware & Plumbing, Inc.
Oat Tech, Inc.
Bills
First National Trust and Investment Management Services - $6,911.00

Notjce is further given to persons with disabilities that this meeting is being held in a physically
accessibie place. Please notify the above mentioned office within 48 hours of the public hearing if you
have special needs for which this agency will make the necessary arrangements,

You can participate in the meeting at GOLD office at 711 E Wells Ave, Pictre, South Dakota or the
GOED office at the Zeal Center [or Entrepreneurship at 2329 N. Career Avenue, Sioux Falls, South

Dakota.






Economic Development Finance Authority
GOED Conference Room, 711 E Wells Ave, Pierre, SD
Thursday, June 16 2016, 9:30 AM. CT

Members Present |
Chairman Terry Nelson, Gerrit Juffer, Jody Sperlich, Casey Derflinger, Ron Wag‘ner and
Stephen Jones 1

Staff Present '
Commissioner Pat Costello, Deputy Commissioner Aaron Scheibe, Cassie Stoeser Ashley
Moore, LaJena Gruis, Cassidy Kulesa, Katelyn Hump and Dale Knapp

Others Present
Liz Woodsend, Kristie Wiederrich and Kyle Cipperley- First National Bank in SJOUX Falls
Call to Order E
Chairman Nelson called the meeting to order at 9:30 a.m.

Agenda :
A motion was made by Ron Wagner and seconded by Jody Sperlich to approve the agenda as

presented.

Motion passed by a roll call vote.

Minutes '

A motion was made by Casey Derflinger and seconded by Stephen Jones to approve the
minutes of November 5, 2015, as presented.

Motion passed by a roll call vote.

Clausen & Rice, LLP
A motion was made by Gerrit Juffer and seconded by Ron Wagner to approve the Clausen &

Rice, LLP contract for acccunting services as presentad, ;
Mction passed by a roli call vote.

Executive Session

A motion was made by Gerrit Juffer and seconded by Jody Sperlich to enter into executlve
session at 9:56 a.m. to discuss contract matters and commercial and financial mformahon
relating to loan and other assistance to applicants.

Motion passed by a roll call vote.

Executive Session
The Chairman declared the board out of executive session at 10:08 a.m. The Economlc

Development Finance Authority entered into Executive Session to discuss contrast matters and
commercial and financial information relating to loan and other assistance to appllcants Ne

action taken.

A motion was made by Casey Derflinger and seconded by Jody Speriich to approve the
chairman’s report from executive session.
Motion passed by a roll call vote.



Loan Reviews
Enclese Manufacturing, inc., Michael E. Larson/Larson Data Communications and Sterling
Technologies. Inc,

A motion was made by Ron Wagner and seconded by Gerrit Juffer to approve the loan reviews
and recommendations as presented.

Motion passed by a roll call vote.

Marmen Energy Co. -

A motion was made by Gerrit Juffer and seconded by Stephen Jones to approve, the loan review
and recommendation as presented.

Motion passed by a roll call vote.

Bills '

A motion was made by Ron Wagner and seconded by Casey Derflinger to appr@ve the hilis to
First National Trust and Investment Management Services in the amount of $3 862 00 and
$3,877.50.

Motion passed by a roll call voie, _

Adjourr !

A motion was made by Gerrit Juffer and secended by Jody Spertlich to adjourn fhe meeting at
10:11 a.m. |

Motion passed by a roil call vote.

Ron Wagner, Secretary/Treasurer






MEMORANDUM

TO: Eccenomic Development Finance Authority
FROM: LaJena R. Gruis, Senior Loan Officer, GOED
RE: Investment of APEX funds

DATE: October 14, 2016

The EDFA paid off Loans 1, 2 and 3 to Rurail Development in January of 2013 and in
October of 2014 paid off Loan 4. As of October 2016, APEX loans that were funded
utilizing Loan 5 IRP Funds are paid in full except for Enclosed Manufacturing, which has
a balance of $98,940.01, but only $52,000 of that was from the IRP loan. Yearly
principal and interest repayment is approximately $31,838. Current balance in the APEX
Repayment account is:

$1,343,679.97 Goldman Saks Money Market (as of 10/03/2016)

Loans due to USDA:

Loan number ©Orig. Principal [Unpaid Principal [Date
1 Paid in full 1$2,500,000 30 1988 |
2 Paid in full 500,000 50 ) 1990
3 Paid in full {750,000 50 2003
4 Paid in full |$500,060 50 2007
5 8409 470* $361,226.61 2008

*Loan amount approved was $750,000; only advanced $500,000.

Recommendation

Staff recommends paying off Loan 5 to Rural Development in the amount of
$361,226.61 plus accrued interest.






Memorandum

Date: October 14, 20186

To: Economic Development Finance Authority
From: Cassie Steeser, Director of Finance
Re: Capital Reserve Excess Fund

g i+ L e s R WL et e et Lt e e, et e A U e abear Bu < Bare oo e ey e PORRER A et e var v seannr s

In 2002, the EDFA created an account kncwn as the “Capital Reserve Excess Fund” to be held
at First National Bank in Sioux Falls. This account was created on the advice of our attorney at
Dorsey and Whitney and a transfer cf money was made from axcess monies in the Capital
Reserve Fund to be used for the repayment of repaying obligations te the Board of Ecenomic
Development (BED) for loans received from the Revolving Economic Development and Initiative
(REDI) Fund. These obligations, pursuant to SDCL 1-16G-5, were required to be paid on June
30 of each year. Because funds held in the Capital Reserve Fund are only able to be withdrawn
within 30 days after each Interest Payment Date, which occur on each October 1 and April 1,
our attorney advised us to create the “Capital Reserve Excess Fund” account. This fund is not
governed by the General Bond Resolution.

The Economic Development Finance Authority received loan approval in both 2000 and 2004
for REDI loans to be used as matching funds for the APEX program, but neither were funded.
In FY2015, the BED withdrew their obligation to make the loans. As a result, the need for the
Capital Reserve Excess Fund account has diminished.

After discussion with Jennifer Hanson at Dorsey & Whitney, she agreed that the funds could be
released from the account and usad for general purposes. As of October 1, 2014 the Capital
Reserve Excess Fund account had a baiance of $544,734.27. Staff at this time recommends
that the account be closed and the funds be transferred to the General Fund Account, neld at
First National Bank in Sioux Falls.

Recommendation

Staff recommends approval of closing the Capital Reserve Excess Fund account and
transferring tha monies into the General Fund Account.
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Economtic Development Finance Aunthority Members

Terry Nelson, Chairman, is most recently retired as First Vice President of RBC Wealth Management in Rapid

City. Mr. Nelson is a Certified Financial Planner (CFP) and Financial Consultant. He graduated from South
Dakota State University with a Bachelor of Science in Psychology and Economics and later a Master of Science
in Counseling, Mr. Nelson was previously a Realtor in Rapid City. Presently Mr. Nelson serves an The South
Dakota Alumni Advocacy Board and on the SDSU Foundation. Fe is a past President of South Dakota
Associated School Boards and is involved in munerous other civic organizations. The last three vears he has
been President of the Business Improvement Disirict {BID) board which helps develop and finance Main Street
Square Plaza in downtown Rapid City.

Gerrit Julfer, Vice-Chairman, is President of Juffer Inc,, a financial service company with offices in Wagner,
Parkston, Mitchell, Woonsocket, Huron, Tea, Irene and Sicux Falls, South Dakota, along with Blair, Thedford
and Sargent, Nebraska. Mr. Juffer has 35 years of financial services experience, providing insurance, investrent
and real estate. Mr. Juffer is active in numerous social and civic organizations, as well as business ventures. Mr.
Juffer attended the University of South Dakora, Midwest Bankers and the Graduate School of Banking.

Ronald Wagner, Secretary, currently works for First National Bank in Pierre as a Commercial Loan Officer,
He graduated from Northern State University with a Bachelor of Science degree in Business Administration,
where he majored in finance and minored in economics. From there he was a Claims Analyst with the State of
South Dakota Petroleum Release Compensation Fund for five years and administered the SDHDAs HUD
HOME Program as a Houging Development Officer with the South Dakota Housing Development Autharity for
13 years. Mr. Wagner also serves on the Pierre Economic Development Corporation Beard. He and his wife
Lynda have three kids and two grandkids.

Casey Derflinger is currently the Deadwood Market Manager for First Interstate Bank. Mr, Derflinger has been
in banking since 1983, and has been with First Intersiate Bank since 1990. He graduated from South Dakota
State University with degrees in Ag Business and Commercial Economics and is also a graduate of the Graduaie
School of Banking in Bouider, CO. Mr. Derflinger is active in mumerous civic, social and non-profit
organizations, including being the immediate past chairman of Black Hills Community Economic Development
Corporation and past chair of the Ag/Commercial Credit Committce for the South Dakota Bankers Assaciation.

Michael Keller recently retired June 15, 2014 [rom being Dean of the JSD Business School, the Beacom
School of Business. He earned a Bachelor of Science degree in Education in 1970 and later earned a JD in law
in 1974, both from the University of South Dakota, Mr. Keller was the president and co-owner of Oddjobs.com
and Executive Vice President of Chicago Title Insurance. He also held many executive positions within Wells
Fargo Corporation, He previously served on the State Chamber committee for the State Giant Vision Contest.

Jody Engel is the Communications/Foundation Director for Winner Regional Healthcare Facility. She is a new
resident to the town of Winner, SD and enjoys the opportunity her position provides to become involved in the
community. Ms. Engel currently serves on the local Junior Achievement Board and is a member of

Rotary. Most recently, she was at the Rapid City Convention & Visitors Bureau and prior to the CVB, she was
CEO of a start-up manufacturing company and spent over 10 years in various management roles within the credit
card banking business. She is a graduate of the University of South Dakota with a Bachelor of Science degree in
Business Management. Ms. Engel and her husband, Will, bave four children.

Stephen F. Jones is currently the General Manager of Claussen Nursery a South Dakota based company, and
resides in rural Jefferson, South Dakota. At age 20, he became General Manager at Claussen Nursery, which was
just a nursery center at the time. Since August 2007, the company has transformed inte a Landscape Design,
Landscape Consultation, Design Build Landscape Consiruction, General Landscape Centracting, Landscape
Excavation, Property Management and Private Community Management endeavor, Mr. Jones is a young
gntrepreneur and his life goal is to continue o grow in the business world and continue to look for business
opportunities in South Dakota.
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Loan Portfolio

Economic Development Finance Authority Activity

Loans Approved Fiscal Year 2016

APEX Fund
APEX FUND TOTAL
PROJECTED LOAN PROJECT
COMPANY JOBS AMOUNT AMOUNT COMMUNITY
NiA
FY 2016 Total: € loans
EDFA Bonds
BOND FUND TOTAL
PROJECTED LOAN PROJECT COMMUNITY
COMPANY JOBS AMOUNT AMOUNT
N/A

FY 2016 Total: ( loans
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SOUTH DAKOTA ECONOMIC DEVELOPMENT
FINANCE AUTHORITY

AUDIT REPORT

Fiscal Year Ended June 30, 2016

State of South Dakota
Depariment of Legislative Audit
427 South Chapelle
°f 500 East Capitol
Pierre, SD 57501-5070

13



SOUTH DAKOTA ECONOMIC DEVELOPMENT
FINANCE AUTHORITY
TABLE OF CONTENTS

Independent Auditor's Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards ...,

Independent AUdItor's ROPOM.........cooooov oo

Financial Statements:

Statement of Net Pasifan.................... err e ntt i ereeeeea e s

Notes to the Financial Stateme

10

14



427 SOUTH CHAPELLE
£/0 500 EAST CAPITOL
PIERRE SD 57561-5070
(605)773-3595

MARTIN L. GUINDON, CPA
AUDITOR GENERAL

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANC!AL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Dennis Daygiard™
Governar of South Dakofgs*
.ef."fé;w .

5

i " e s
We have audited, in accordance with the &d “’étandart@ generallyaccepted in the United States of
America and the standards applicable to tjﬁ{éncial auqli_g‘ggg;éggained in Government Auditing Standards,
issued by the Comptroller Gereral of the.&it@d_%@%,ﬁ”thg;;ﬁnancial statements of the South Dakota
Econamic Development Finance Authority? a:gémpbnent anit of the State of South Dakota, as of and for
the year ended June 30, 2016 and the relat noteé‘f‘fi%gig financigistatements, which collectively
comprise the South Dakota Economic Development Figance Aﬁ?@ritﬁ}%@pasic financial statements, and
have issued our report thereon dated October 11, 2D,§§? : s

e
Internal Control Over Financial Reporting K

In planning and performing our audit of the financial statements, we considg@%oﬁ’ﬁ?@akota Economic
Davelopment Finance Authority's internaf control over financial reporting (#emat control) to determine
the audit procedures that are appropriate in the circumstances for the plirpose of expressing our opinion
on the financial statements, but not for the purpose of expressing an dpinion on the effectiveness of
South Dakota Economic Development Finance Authority's internal control. Accordingiy, we de nof
express an opinion or the effectiveness of South Dakota Economic Development Finance Authority's
internal control. :

A deficiency in internal control exists when the design or operation of a conirol does not aftow
management or employees, In the normal course of perfarming their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A maferiaf weakness is a deficiency, ora
combination of deficiencies, in internal control, such that there is a reascnable possibility that a material
misstaternent of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis, A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yel Important enough to merit attention by those charged
with governance. :

Our consideration of internal coniral was for the limited puspose describad in the first paragraph of this
section and was not designed to identify all deficiencies in itternal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any

15



deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reascnable assurance about whether South Dakota Economic Development Finance
Authority's financial statements are free from material misstaterment, we performed tests of ifs compliance
with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the determination of finarcial statement amourts. However,
praviding an opinion on compliance with those provisions was not an objecfive of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required 1o be reporied under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solgly to describe the scope of our testing of internal control and compliance
and the resuls of that testings& kot to provide an opinion on the effectiveness of the entity’s internal
control or on comp!iance.}_(g@q%s’ repBitis an integral part of an audit performed in accordance with
Government Auditing gﬁéﬁards in caiisidering the entity's interal control and compliance. Accordingly,
this communication i@t‘ﬁé‘:\ suitable fogfény other purpose. As required by South Daketa Cadified Law 4-
11-14, this report is a%er of puﬁé&recq@%ﬂg its disfribution is not limited.

i ALk i

Martin L. Guindon, CPA
Auditor General

October 11, 2016
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427 SOUTH CHAPELLE
C/Q 500 EAST CAPITOL
PIERRE SD 67601-8070
{605773.3595

MARTIN L, GUINDON, CPA
AUDITOR GENERAL

INDEPENDENT AUDITOR’S REPORT

The Honorable Dennis Daugaard
Governor of South Dakota

-~

ELEN

and

Board of Directars 2% "
South Dakota Eco%rc Develqﬁﬁent,@r]\ance Authoniy

Report on the Fmanclﬁf@fﬁtengmé "%‘\

We have audited the accompanying fmanég‘%@%a ments of the South Dakota Economic Development
Finance Authority, & component unit of thei e of South Dekota, as of and for the year ended June 30,
2016, and the related notes to the fmanm%?»%tatemgn

collectively comprise the South Daketa
Economic Development Finance Authcn@c‘”ﬁ bﬁ@?

cL‘ statements as listad In the table of contents.

Management’s Responsibility for the Fmanc:ﬁg tate

Management is responsible for the preparation and fﬁéf pregérnitation of th&%e : financial statements in
accordance with accounting principles genarally acceptg@;n the ed Staté%;g America; this includes
the design, implemeniation, and maintenance of internal tontrol relevart to the ration and fair
presentation of financial statements that are free from material misstatemen
arrar.

Auditor's Responsibiiity

Out responsibility is to express an opinion on these financial statements based on our aydit, We
-cenducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Gevernment Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures fo obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers interal control relevant to the entity's
preparation and fair presentation of the financiaf statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control, Accordingly, we express no such opinion. An audit aiso includes evaluating
the appropriatenass of accounting policies used and the reasonableness of significant accounting
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estimates made by management, as well as evaluating the overall presentation of the financial
statements, ’

We believe that the audit evidence we have obtained is sufficient and appropriate fo provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairfy, in all material respects, the
financial position of the South Dakota Economic Deveiopment Finance Authority as of June 30, 2016, and
the changes in its financial position and its cash flows for the year then ended In accordance with
accounting principles generally accepted in the United States of America.

Ofher Matters

Required Supplementary Information
.

Accounting principles gene\@% ﬁ%@ted in the United States of America require that the management's
discussion and analysis grifages 5-€be presented to supplement the basic financial statements, Such
information, although ngia part of the Basic financial statements, is required by the Governmental
Accounting Standardg:Board who cariiderssit to be an essential part of financial reporting for placing the
basic financial statemefifg.in an_@cp ‘ofgerational, economic, of historical context. We have applied
certain limited procedures taétequi ppigaentary information in accordance with auditing
standards generally accepted in thgﬁfﬁ@g Stategﬁfq%;f America, which consisted of inquiries of
management about the methods g prepafitg thediformation and comparing the information for
consistency with management's résponsegaour inquiries, the basic financial statements, and other
knowledge we obtained during our audit ofithe basic finapgial statements. YWe do not express an opinicn
or provide any assurance on the informatiy bqu@@%ﬁé” fiited procedures do not provide us with

sufficient avidence to express an opinion drﬁ.w_é- s¥dgany assurance.
L S
Other Reporting Required by Government Audliin, Q*@iandgwgg% N
B o i,
& . iy,

k>

In accordance with Government Audifing Standards, We ha# “a&%&gﬁsued Supyeport dated October 11,
2016 on our consideration of the South Dakota Economig-Developtignt Finariee Authority's internal
control over financial reporting and on our tests of its compliance with certain prow sions of laws,
regulations, contracts, grant agreaments, and other matters. The purpose of ##at F‘%t is to describe the
scope of qur testing of internat control over financlal reporting and compliadss and the results of that
testing, and not to provide an opinion on internal control over financial ing or on compliance, That
report is an integral part of an audit performed in accordance with Govemment Auditing Standards in
considering South Dakota Economic Development Finance Authority's internal control over financial
reporting and compliance,

Martin L. Guindon, CPA
Auditor General

October 11, 2016
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MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the Economic Development Finance Authority's (Authority) annual finangial
report presents management’s discussion and analysis of the Authority’s financial performance
during the fiscal year ended June 30, 2018. This analysis should be read in conjunction with the
Independent Auditor's Report, financial statements, and notes to the financial statements.

Financial Highlights as of June 30, 2016

» Total assets of the Authority decreased $6,251,980 (or 24.37%) primarily due to the
decrease in loans receivable for the year ending June 30, 2016.

 Total liabiities of the Authority decreased by $6,296,337 (or 37.60%) primarily due to the
decrease in bonds payable for the year ending June 30, 2018.

+ No new bond issuag@?%;@_and earfy redemptions of $5,485,000 of bonds occurred in the

year ending Jung:30, 2048, '
s B

%

_ Increase Increase
Fy 2018 (Decrease) _(Decrease)
Assets:
Cash and Cash Equivalents 23 2,169,957 $ 231,200 - 11.893%
Investments r 7,706,840 67,670 0.89
Loarnis Recaivable 9,811,356 {6,548,500) {40.03)
Allowance for Uncollectible Loans 0 0.00

Accounts Receivable
Total Assets

(2,350) _ {100.00)
(6.251,980) {24.37)

Liabilities: _ _ 2N
Bonds Payable 685,000 “i£305,000) (44.53)
Accrued Interest Payable . - 219,348 61 (99,079) (45.17)
Other 389,173 361§§§7 (27,946} (7.18)
L.oan Escrow Payable 845,041 845,729 688 0.08
Noncurrent Bonds Payable 14,605,000 8,740,000 (5,865,000) (40.16}
Total Liakilities 16,743,560 10,447,223 (6,206,337) . (37.60)
Restricted Net Position 5,000,000 5,000,000 0 0.00
Unrestricted Net Position . 3,813,208 3,957,563 44357 113
Total Net Position $ 8913208 $ 8,957563 $ 44357 0.50%
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Change in Net Position
%

iherease Increase
FY 2015 FY 2016 {Lecrease) {Decrease)
Revenues:
Interest Income on Loans $ 1,113483  § 781017 § (332,416) (29.86)%
Investment Income 58,173 93,855 35,682 81.34
Total Revenues 1,171,608 874,872 {296,734) {25.33)
Expenses: :
Interest Expense 1,080,839 777,680 {313,159) {28.71}
Contractual Services 74,579 52,765 (21,814 (29.25)
Provisions for Loan Loss (150,000) 0 150,000 100.00
Refund to Institution s 6,712 70 (6,642) {98.96)
Total Expenses @_ f&&‘! 022,130 830,515 (191,615) {18.75)
@ b e,
- Change in Net Paﬁkrﬁn %}% 149,476 __$ 44 357 $ {105,119) {70.33)%

\%‘%
»  The related dé@ms s«@ﬁh@@?ﬁ%@es in [oans receivable and debt outstanding resulted
in the associated "t?&zi“easg@iﬁ mteFégmcome on Ioans and interest expense.
LT % %‘5’ .
Debt Administration; L Sty

iolds during fiscal year 2016.
i P ;
\§f?§5%’§ i, e d
¢ Qutstanding bonds payable bear‘interes%@mates rag;@ag from 1.625% to 5.80% as of
June 30, 2016. $685,000 of regularly schéguled mf’dsﬁg’w redeemed during fiscal year
20186, Additlonaﬂy, $5,485,000 of Serlesﬁﬂoa ds was“i%eemed during fiscal year

20186. . &Y o, %%%
s The Authority’s bonds are rated AA by Standard and Poor’s as»@%?&gg 30, 2016.

y%ﬁy

s More detailed information about the Authority’'s debt can [,gﬁ%%nd in Note 4, Long-Term
Debt. w

o The Authotily d|d not issue ani&fax—ex

~ This report is presented to provide additicnal information regarding the operations of the
Authority and to meet the requirements of GASB No. 34,
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SOUTH DAKOTA ECONOMIC DEVELOPMENT
FINANCE AUTHORITY
STATEMENT OF NET POSITION
June 30, 2018

Assets
Current Assets:
Cash and Cash Equivalents (Note 2)
Restricted Cash & Cash Equivalents (Note 2)
Total Cash and Cash Equivalenis

Investments (Note 2}
Restricted [nvestments (Note 2)
Investment interest Recelvgple
L.oan Interest Receivabi 8
L.oans Receivable (Ngt@“%}
Totaj Current A@sets

i

Noncurrent Assets:
Investments (Note 2) K,
Loans Receivable {Net of Allq@h
Restricted Investments (Note'®)

Totai Noncurrent Assets

de

Total Assets

Liabllities
Current Liabilities:
Accounts Payable
Accrued Interest Payable
Bue To Other Governments {Note 5)
Bonds Payable (Note 4)
Total Current Liabilities

Noncurrent Liabilities: _
Due to Other Governments {Note 5)
Loan Escrow Payable
Bonds Payable (Note 4}

Total Noncurrent Liabilities

Total Liabiiities

Net Position
Restricted for Debt Service (Note 1)
Unrestricted

Total Net Position

The notes to the financial statements are an integral part of this statemeant.

2,160,085
9,892

2,169,057

860,746
3,564,530
16,920
38,579
460,971

7,114,703

993,855
9,028,440
2,267,788

12,290,083

19,404,786

4,387
115,880
28,226
380,000

528,493

333,001
845,729
8,740,000

9,918,730

10,447,223

5,000,000
3,957,563

$

8,957,563




SOUTH DAKOTA ECONOMIC DEVELOPMENT
FINANCE AUTHORITY

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

For the Fiscal Year Ended June 30, 2016

Cperating Revenue;
Interest Income on Loans 3

781,017

Total Operating Revenue

781,047

Cperating Expenses:
Contractual Services
interest Expense
Refund to Institution

52,765
777,680
70

Total Operating Expenses

830,515

(49,498)

93,855

Total Nonoperating Revenus

93,855

Change in Net Position

Net Position at the Beginning of the Yegg‘w,

44,357

8,913,208

Net Position at End of Year $

8,957 563

The notes to the financial statements are an integral part of this statement.
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SOUTH DAKOTA ECONOMIC DEVELOPMENT
FINANCE AUTHORITY
STATEMENT OF CASH FLOWS
For the Fiscal Year Endod June 30, 2016

Cash Flows from Operating Activities:

Receipts for Pooled Loan Repayments $ 6873512
Receipts for APEX Loan Repaymenis 455,935
Payments for Contractual Services (62,752)
Other Payments (360)
Net Cash Provided by Operating Activities 7,266,265
GCash Flows from Moncapitai Financing Activities:
Pringipal Paid on Revenue Bonds - (6,170,000)
Interest Payments on Loans, Bends and Notes - (864,381)
Frincipal Paid on Loans to %@w?@gvelopment (27, 846)
Net Cash Used by Noncap @@Wnanc?ﬁ%chwtres ' (7,082,327}
Cash Flows from Invesgﬁ'tg Activitleg”.‘v*
Proceeds from Sales iﬁ@ Mat QBW
of Investment Securities ™ 3,036,020
Investment Income . 87,730
Purchase of Investment Securities _ (3,076,488)
Net Cash Provided by Investing Activities 27,262
Met Increase in Cash and Cash
Equivalents During the Fiscal Year 231,200
Cash and Cash Equivalents at Beginning-of Year 1,938,757
Cash and Cash Equivalents at End of Year 2,168,957
Reconcifiation of QOperating income to Net Cash
Provided (Used) by Operating Acfivities
Cperating Income {Loss) {49,498)
Adjustments to Reconcile Operating Income
to Net Cash Provided by Operating Activities
Interest Expense _ 777,880
Decrease/(increase} in Assets:
Loan Interest Receivable 27,837
Loans Receivable 6,520,663
Accounts Receivable 2,350
Increasef(Decrease} in Liablilties:
Accounts Payable (12,377)
Loan Escrow Payable (380) _
Totai Adjustments 7,315,763
Nef Gash Provided by Operating Activities . & 7,266 265

The notes to the financial statements are an integral part of this statement.
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SOUTH DAKOTA ECONOMIC DEVELOPMENT
FINANCE AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
June 3@, 2015

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A, Authorizing Legislation

Executive Order 87-1 established the South Dakota Ecanomic Development Finance
Authority {Authority). The Authority was estabiished forthe purpose of making loans to
husinesses for the acquisition and construction of land, buildings, machinery, and
equipment to spawn economic growth. The Autherity is authorized by South Dakota
Codiffed Law to rssue negotiable notes and bonds in sush principal amounts as it
determings necessﬁw o provide sufficient funds for achieving any of its corporate
purposes. The L@ﬁi ou sﬁandmg amount of such notes and bonds shall not exceed three
hundred mllhagﬁfﬁxhﬂars at ég;y time. No obligation issued by the Authority shail constitute
debt or Ilabljity or ob!igahg%‘ of tha State of South Daketa or any political subdivision or a
pledge of thé4aith and efédi i state or any political subdivision. Because the Stats
of South Dakotad se its twill over the Authority, but doas not mest any of
GASB's criteria for blending; s conﬁéered a discretely presented component unit of
ihe State. The Authon@»ﬁ’s a b&%r@% ____ fype activity component unit of the State of Sauth
Dakota and, as such, the accon% ying financial statements are included in the
Comprehensive Annual Fman%wi Report Qizthﬁ%ﬁtate of South Dakota.

B. Fund Accounting ’iii’*

The Authority is accounted for as an entejzfise fmsia” En’@gpnse funds are used to
account for activities for which- afee is ¢ gg@éﬁ %%ernal us*ex:s for goods or services.
This fund type is aiso used when the act;wty‘é@“ﬁnanc&i with ﬁé’ﬁ%hat is sacured by a
pledge of the net revenues from fees.

C. Basis of Accounting - _
The Authority is reported on the accruat basis of accouﬁﬁ%g Revenue is recognized in
the accounting period in which it is earned and expenses are recognized when they are
incurred.

D. Cash and Cash Equivatents
This account includes cash and investments with original maturities of ninety days or
less. Cash and cash equivalents reported in the Statement of Cash Flows represent all
investments with an original maturity of ninety days or less.

E. Investments

Investments are reported at fair value. Unrealized gains and losses due to fluctuations
in market value are included in investment income.



. Loan Escrow Payabie

All bond issues require that 10 percent of the original principal amount of the bond or the
largest principal and interest payment for any one vear be deposited into the Loan
Escrow Payable. Amounts accumulating in excess of the Loan Escrow Payable
requirements are applied toward borrower principal and interest payments.

. Amounts Held In Custody for Cthers

Represents assels that actually belong to the borrower but are maintained by the
Authority in Project Fund Accounts. Moneys in these accounts are used fo pay
administrative expenses. S

. Net Position

Net Position is clagghiag in the following three components:
fent i‘ﬁ%@pitaf assets - This component consists of capital assets, net
of acgy Ulated depreciation, reduced by the outstanding baiances of any debt
tha&.%%éttributablegﬁ the acquisition, construction or improvement of those
: o N : . o
= net fansition with constraints placed on their use by
(1) bond indenturs: ! (2} latithrough enabling legisiation.
»  Unrestricted —€onsists:

o)
" investments in capital

Restricted Net Position
The bond indentures provide that certain 12
accounts, as of June 30, 2016, are comggﬁsed

is be established. The reserve
I rictedinet position as follows:

. ) . w N .
Capital Reserve Accoutt™  $ 5.§00,000%

’ . X ‘}3\%
The pooled bond issues require ameunts to be deposited into Hié"Capital Reserve
Account. The money on deposit in the Capital Reserve Acgg_gﬁit is rrévocably pledged
to the payment of all outstanding bonds and interest, onlysdien and to the extent that
other moneys are not available. The amount on deposil%ﬂhe Capital Reserve Account
must be equatl to at least 12.5 percent of the refated bond principal outstanding.
Amounts in excess of the reserve requirements may be transferred and used for other
purposes. :

Conduit Debt Obligations

The Authority issues pooled and stand alone bond issues. A pooled bond issue is
secured by the Autherity’s Capital Reserve Account. A stand alone issue is based sofely
an the credit of the borrower and the Authority acts only as a conduit to the financing.

Conduit debt obligations are certain limited-obligation revenue bonds, certificates of
participation, or simitar debt instruments issued by an entity for the express purpose of
providing capital financing for a specific third party that is not a part of the issuer's
financial reporting entity. The Autherily has no obligation far such debt beyond the
resources provided by a lease or loan with the third party on whose behalf they are
issued and the debt is not included in the accompanying financia! statements, As of
June 30, 2016, the aggregate amount of stand-alone bond principal cutstanding was
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$7,785,142. The original issue amount of stand-alone bonds outstanding totaled
$22,840,000.

K. Restricted Resources

When both restricted and unrestricted resources are available for use, it is the
Authority's policy to use restricted resources first, and then unrestricted resources as
they are needed.

L. Revenue and Expense Recogniticn

Enterprise funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and
preducing and defivering items in connection with an enterprise fund’s principal ongoing
operations. The Authgrity records all revenues derived from interest on foans as
operating revenue; these revenues are generated from the Authority’s daily
operations neegggﬁo carty.out its purpose. Operating expenses include interest
expense, granis'and subsidlies, and contractual service expenses related to the
administratigi of the Au qﬁg;my’s» programs, :

t
2

1t Tt ,&_' requires management te make estimates and
assumptions that affect the repﬁ%teg% amounts of assets and fliabilities. Actual results
could differ from those estimates. - . -

i3

Podiig
EE A

. CASH AND INVESTMENTS W
Under the terms of the General Bond resolution gﬁ-ﬁﬁe*%@g 3A p}g’é@d bond issue, the
Authority is generally restricted io investments ifdirect O%Egations“‘éﬁ%me federal
government and of any agency or instrumentality of the United Statgg}ii’@America; debt
obligation guaranteed by the federal government; bank instrumeg@@%’oi%@galized by debt
obligations guaranteed by the federal government; and shares gfan investment company
whose investments are in debt obligations guaranteed by thelfédsral government. The
funds associated with the 2013A pooled bond issue can alsg be invested in notes, bonds, or
indentures issued by a corporation organized under the laws of one of the states of the
United States of America, provided they are rated in one of the two highest rating

categories.

Restricted and Unrestricted Cash and Investments;

A portion of the total reported cash and investments are restricted resources set aside o
subsidize potential deficiencies from the enterprise fund's operation that could adversely
affect debt services payments. Cash and investments are broken down as follows:

Fair Value

Unrestricted Cash and Investments $ 4,014,666
Restricted Cash and investments — Capital

Reserve Account and Loan Reserve Accounts 5,842,210

Total Cash and Investments $ 9,856,875
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Custodial Credit Risk:

The custodial credit risk for deposits and investments is the risk that, in the svent of the
failure of the counterparty to a transaction, a government wil! not be able to recover the
value on investment securities and deposits that are in the possession of an outside party.
The Authority does not have a policy in place for custodiai credit risk. Investmenis securities
totaling $2,169,911 were uninsured and unregistered, with securities hald by the
counterparty or by its trust department or agent, but not in the Authority’s name.

interest Rate Risk:

The Authority limits the maturities of investments for its restricted accounts (all accounts
other than the General Account) to terms of two years or luss from the date of investment.
As of June 30, 2016, the Authority had the following investments:

Investment Maturities (in Years)

Less
Investment Type Than 1 1-5 6-10
U.8, Treasury Note $ 300558 § 150,422 $ 0
U.8. Government . 995,111 Q 0
Agencies® &
Certificates of Deposit 3,126,607 2,804,702 206,519

ingidde Federal National Mortgage Association
(FHLMC), Federal Home Loan Bank
HLMG).

A3 ks
* 1.8, Government Agenciifecurifiss ing
(FNMA), Federal Home Loan Mortggge Corporati
{FHLB), and Federal Home Loan él';z':l_;brtgagg& :

Credit Risk:
The Investment Management Policy of the Auﬁ_{%@nt
to those rated in either of the two highest ratipy calgg
Service or Standard & Poor’s Corporation. ¥ P

ilbgstments in Corporate Bonds
s by &%ger Moody's Investors

£,

credit risk.

Concentration of Credit Risk:

Concentration of credit risk is the risk of loss that may be attributed to the magnitude of a
govemment's investment in a single issuer. The Authority does not have any concentration
of credit risk, excluding any government issues,

The Authority’s policy permits the maximum portfolic exposure to permitted investments as
follows:

Restricted Account Unrestricted Account

Paortfolio Exposure Paortfolio Exposure

Total individual Told individual
&.S. Governments 100% 100% 100% 100%
U.S. Agenciss 100% 100% 100% 100%
Repurchase Agreements 50% 25% 50% 25%
Corporate Bonds 0% 0% 50% 10%
Municipal Bonds 0% 0% 50% 10%
Certificates of Deposit 100% 100% 100% 100%
Money Market Funds 25% 25% 25% 25%

_& 4425276 § 2,855,124 $ 306519
)
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The Authority categorizes its fair value measurements within the fair vaiue hierarchy
established by generally accepted accounting principles. The hisrarchy is based on the
valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted
prices in active markets for identical assets; Level 2 inputs are significant other observable
inputs; Levei 3 inputs are significant unobservable inputs.

First National Bank (FNB), which serves as trustee, uses a pricing service, Standard and
Poor's Securities Evaluation Incorporated (SPSE), to value investments. SPSE uses market
approach pricing which utilizes models and pricing sysiems as well ag mathematicai tools
and pricing analyst judgment. All investments are priced by this service, which is not quoted
prices in an active market, but rather significant other observable inputs; therefore, the
investments in U.S, Treasury Notes and U.S. Government Agencies are categorized as
Level 2. :

anck” eBu, $ 16,293,440
Edebs Prineibal Payitents (6,093,750)
APEX Program I& angfincipatPayments {426,912)
Loans Receivalsie— Be Wwance 9,772,778

Alowance for Loan Loss appiahs’ )

to the Pooled Loan Prograst: ™ © (236,696)
to the APEX Loan Program ¢ to. - (46,671)
. - i : &ﬁ%’s
TOTAL LOANS RECEIVABLE — Net of Alidvance “-§, _ 9,489,411

e e s,
The Allowance for Loan Loss applicable to the Booled Loans is fokthe year ending

June 30, 2016.

(go\%

o

The Agricultural Processing and Ekport {APEX) Program wag;@’é’éted in 1

: 988 when loans
(Note 5) from Rural Development (RD) and Revolving Econgiviic Development and Initiative
Fund were issued to the Authority. The APEX loan program is structured fo encourage
processors to add value to South Dakota's raw agricuitural products, export them outside
the state, and to locate industry in rural communities.

. LONG-TERM DEBT

Tax exempt debt in the form of revenue bonds was issued by the Authority. The following
represents the changes in revenue bonds for the peoled bond program as of June 30, 2015:

Beginning Balance $ 15,280,000
Bonds Retired (6,170,000
Ending Balance $ 9,120,000

Due Within One Year $ 380_,000
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The following are the revenue bonds outstanding for the pooled bond program at June 30,

2018;
Interest Maturity Principal
Issue Rate Through Balance
Series 2013A

Serial Bonds 2.25-4.00% 2021 $ 805,000
Term Bonds  1.625-5.80% 2033 8,315,000
9,120,000
Total $ 0,120,000

The following is a scheduie of future bond payments and future imerest payments remaining

at June 30, 2016; 5:3?:%\

Total Principal

Interest and Interest
PN
2017 “Eg 9, 460,233 $ 840,233
2018 7 454,058 839,058
2019 445,395 840,385
2020 838,051
2021 840,305
2022-2026 4,198,623
2027-2031 4,202 250
2032-2033 1,680,720
Total 14,279,725
5. DUETO'S

Due To's reported on the balance sheet consist of foans from B :

al Economic and

Community Development (RECD). These foans were used{é make loans to APEX
recipients. Due To’s reported on the Statement of Net Pasition consist of the following:

Beginning Balance ' $ 388,173
Payments to RECD 27,946

TOTAL DUE TO'S 5 361,227

CFDA Number: 10.767

Federal Agency: Rural Business & Cooperative Development Service

Program: Intermediary Relending Program
State Agency: Tourism & State Development
Qutstanding Loans: $361,227

The Governor's Office of Economic Development, through the Authority, participates in the
APEX Loan Program with funds obtained from RECD Intermediary Relending Program
{IRP}. The Authority has entered info loan agreements with the RECD in the amount of
$3,000,000. The Authority makes lcans to small businesses and draws down federai funds
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from' the ioan with the RECD te cover 70% of the loans made to small businesses. As of
June 30, 2016, the Authority had $361,227 in outstanding leans from RECD.

. PUBLIC ENTITY POOL FOR LIABILITY

The Authority is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural dlsasiers
The Authority participates in the various programs administered by the State of South
Dakota. These risk management programs are funded through assessments charged to
participating entities. The risk management program includes coverage for risks associated
with automobile fiability and general tort liability {including public officials’ errors and
omissions liability, medical malpractice liability, law enforcement liability, and products
tiabifity) through the State’s Public Entity Pool for Liabifity Fund. Financial information
relative to the self-insurance funds administered by the State is presented in the State of
South Dakota Comprghémye Annual Financial Report.
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Economic Development Finance Authority

October 14, 2016

BILL REQUIRING ACTION

First National Trust and Investment Management Services

$6,911.00
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100 South Philiips Avenue LB" 605.335.5180
P.O. Box 5188 www.fnbsf.com
Sioux Falls, 5D 57117-5186

5{@% FirstNational

S Trust and Investment
* Management Services

_tealod atihe Jirkl Huiungl ol 1 Sincs Falli

July 12, 2016

Ashlcy Moore

South Dakota Governor's Office
of Economic Development

711 E. Wells Avenue

Pierre, SI 57501

(INVOICE

Pooled Loan Program Annual Admunstration Fees for Year Ending Tune 30, 201¢:
For performance of all Trustee administrative services, including monthly reporting, correspondence
with Authority persomnel, paviments of costs as directed by the Authority, borrower payments,
insurance coverages, financials, continuing disclosure, audit confirmations, plus any out-of-pocket

EXPENSES.
Capital Reserve Fund 81-2609-00-6
June 30, 2016 Balance  $3,364,000 x .001 £5,364.00
Cieneral Fund 81-2609-03-0
Tune 30, 20§68 Balance  $1,547,000 x .00} $1.547.00
TOTAL CHARGE TO GENERAL IFUNDx: $6,911.00

Apex Loan Program Administration Fees for Year Ending June 30, 2016
For performance of all administrative services, including receipt and disbursement of funds,
investment of funds, correspondence with borrowers, monthly financial statemenis and foan system

reports, audil conlirmations plus out-cf-pocket expenscs.

6 loans @ $200 per loan: $1,200
Donnerite, Enclose Manuofacturing #2, I'romm Hardware, Larson Data, Oat Tech,
Sterling Tech

TOTAL CHARGE TO APEX LOAN REPAYMENT ACCT  §1,200.00

These {ecs will be charged to the appropriate accounts upon the Board’s approval.

Thank you for doing business with The First National Bank in Sioux Falls,
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