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ECONOMIC DEVELOPMENT FINANCE AUTHORITY
GOED LARGE CONF. ROOM, 711 E WLLS AVE, PIERRE, SD
THURSDAY, JANUARY 16, 2014 - 9:30 AM CT

REGULAR SESSION AGENDA
Call To Order, Chairman, Terry Nelson

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

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

Approve APEX Repayment Account Investment Policy
RECOMMENDED ACTION: Motion to approve the APEX Repayment
Account Investment Policy as presented.

Commissioner’s Comments
Executive Session

RECOMMENDED ACTION: Motion to enter into executive
session to discuss contract matters 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 Motions
Northern Beef Packers

Bills
May, Adam, Gerdes & Thompson LLP- $1,972.00
First National Trust and Management Services- $4,064.00
Department of Legislative Audit- $10,424.90

Notice is further given to persons with disabilities that this meeting is being held in a physical
accessible 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 GOED office at 711 E Wells Ave, Pierre, South Dakota or the
GOED office at the Business & Technology Center at 2329 N. Career Avenue, Sioux Falls, SD.






Economic Development Finance Authority
GOED Conference Room, 711 E Wells Ave, Pierre, SD
Wednesday, December 18, 2013 — 9:30 AM CT

Members Present
Chairman Terry Nelson, Gerrit Juffer, Mike Keller, Casey Derflinger, Stephen Jones, Ron
Wagner

Staff Present
Kim Easland, Ashley Moore, Travis Dovre, Lalena Gruis, Cherissa Neilson

Others Present
Liz Woodsend, Kristie Wiederrich and Kyle Cipperley- First National Bank in Sioux Falls

Call to Order
Chairman Nelson called the meeting to order at 9:31 a.m.

Agenda
A motion was made by Ron Wagner and seconded by Mike Keller to approve the agenda as

approved.
Motion passed by a roll call vote.

Minutes

A motion was made by Casey Derflinger and seconded by Stephen Jones to approve the minutes
dated November 5, 2013 and November 15, 2013 meetings as presented.

Motion passed by a roll call vote.

Executive Session

A motion was made by Mike Keller and seconded by Ron Wagner to enter into executive session
at 9:50 a.m. to discuss contract matters and commercial and financial information 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 10:11 a.m. The Economic
Development Finance Authority entered into Executive Session to discuss commercial and
financial information relating to loan and other assistance applicants.

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

Loan Reviews

Neiman Enterprises. Inc. and Twin City Fan Companies

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

Motion passed by a roll call vote.




Old Business

Larson Data Communications, Inc.

A motion was made by Casey Derflinger and seconded by Mike Keller to deny the request as
presented.

Motion passed by a roll call vote.

Bills

A motion was made by Gerrit Juffer and seconded by Ron Wagner to approve the following bill
for payment: Clausen & Rice, LLP in the amount of $22,750.00

Motion passed by a roll call vote.

Adjourn
A motion was made by Mike Keller and seconded by Stephen Jones to adjourn the meeting at

10:15 a.m.
Motion passed by a roll call vote.

Ron Wagner, Secretary-Treasurer






MEMORANDUM

TO: Economic Development Finance Authority
FROM: Travis Dovre, Loan Officer, GOED

RE: Investment of APEX funds

DATE: January 16, 2014

The EDFA has accumulated a relatively large balance of revolved APEX funds. These
are currently being held by the Trustee and have been invested as follows (amounts are
approximate):

o $2,828,356 Goldman Saks Money Market (as of 12-31-13)

Historically, a portion of funds were invested in 6 month T-notes. However, it appears
there is not a formal investment policy for these funds established by EDFA. As such,
staff is requesting the EDFA approve a formal investment policy for these funds.

Staff is also updating the contracts so they are current with standard state government
contract language. The intent of the contract will remain substantially the same. A copy
of the current contract is attached. As part of establishing an investment policy for the
APEX funds, FNBSF is also looking to increase the loan servicing fee to $325 per loan
beginning in 2014. The current fee is $200 and has been in place since 2001.

Additionally, staff is evaluating the APEX program as a whole including projected loan
volume, upcoming balloon payments, debt owed to USDA, and projected interest
earnings and expenses. As such, it seems to be most prudent to keep with the current
APEX funds investment strategy to maintain liquidity as it may be in the EDFA’s best
interest to pay off some of the USDA debt early.

Loans due to USDA:

Loan number Orig. Principal | Unpaid Principal Date
1 2,500,000 852,450 1988
2 500,000 330,245 1990
3 750,000 599,824 2003
4 500,000 450,834 2007
5 499 470" 444 469 2008

*

Loan amount is in the amount of $750,000; not fully advanced.

With accrued interest, the pay off on loans 1 and 2 is just under $1.2 million. This would
leave EDFA will approximately $1.4 million cash for new loans as well as additional
funds not yet advanced from loan 5.



Current APEX loan are expected to generate about $54,000 in interest over the next
two years. After that, annual earnings are expected to drop to around $40,000 as the
older 5% notes are paid off and 3% notes fill the portfolio.

Excess funds are earning minimal returns; near 0% in money market and 0.25% in 6
month T-notes.

At the current 1% rate from USDA, the source of funds is currently costing APEX about
$26,000 annually; and idle funds are only generating $4000 ($1.6M @ 0.25%).

Recommendation
Look to payoff USDA loans 1 and 2 and possibly 3.
Invest APEX funds as follows:
¢ $750,000-1,000,000 in a liqguid money market account

e Remaining funds in three-month T-notes

Approve the new APEX loan servicing fee
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I Imvestment Management Policy: This document between the South Dakota Economic
Development Finance Authority and The First National Bank in Sioux Falls establishes
policies and sets guidelines for fixed income investments,
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II. Investment Objecﬁ\;e: The investment objective of the portfolio is to preserve principal
while seeking maximum income. Total return (income plus market value change) for
the portfolio is expected to exceed the specified benchmark over a full market cycle.

{Il. Fixed Income Investments:

1. U.S.Government Securities: United States Treasury Bills, Notes and Bonds.

2. U.S. Government Agency Securities: These include Federal National Mortgage
Association (FNMA), Federal Home Loan Mortgage Corporation (FHLMC), Federal
Home Loan Bank (FHLB), Federal Farm Credit Bank (FFCB), Student Loan
Marketing Association (SLMA), and the Export-Import Bank (EXIM).
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3. Repurchase Agreements: Repurchase Agreements fully collateratized by U.S.
Government Securities or entered into only with those primary reporting dealers that
report to the Federal Reserve Bank of New York and with the one hundred largest
United States commercial banks, as measured by domestic deposits,
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4. Corporate Bonds: Debentures, bonds, notes or other evidences or indebtedness that
are issued by a corporation organized under the laws of one of the states of the
United States and that are rated in either of the two highest rating categories by either
Moudy’s Investors Servico or Standard & Poor’s Corporation.

5. Certificates of Deposit: Fully FDIC insured certificates of deposit.

6. Money Market Fund: Shares of an open-end, no-load fund administered by a
registered investment company under the Investment Company Act of 1940 where
shares are registered under the FederakSecurities Act of 1933, whose investments are
restricted to securities described in paragraphs 1, 2, and 3 above.

V. Maturity Constraints: Securities shall have maximum terms as follows:
1. Restricted Accounts: Term of two years or less from the date of investment.
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2. Unrestricted Account: Term of ten years or less from the date of investrent,

G e ‘?&'} Average weighted maturity of the portfolio shall not exceed four years.




V. Exposure; Maximum portfolio exposure to permitted investment shall be as follows:

Restricted Accounts Unrestricted Accounts
Portfolio Exposure Portfolio Exposure
Total Individual Total Individual

U.S. Governments 100% 100% 100% 100%
U.S. Agencies 100% 100% 100% 100%
Repurchase Agreements 50% 25% 50% 25%
Corporate Bonds 0% 0% 50% 10%
Money Market Fund 25% 25% 25% 25%

VI Performance Benchmarks: Investment performance will be measured using a “Total Rate of
Return” measurement. This combines both the cash income and change in portfolio market

value to establish total account performance,

The following beachmarks will be used:

Restricted Accounts: 50% Merrill Lyneh#§-3 nidnth T-Bill and 50% Merrill Lynch
Treasury/Agency 1-3 Years

Unrestricted Account: 100% Merill Lynch US Corporats & Government, 1-5 Year, AA
and Above index

VII. Fees: The Bank proposes to charge 1/10™ of 1% (10 basis points) for the investment
services provided for these accounts. These fees are payable semi-annually beginning

December 2003.

Sofith Dakéta Economic Development e First National Bank in Sioux Falls
Finance Authority

4/ 20)cr 339009

Date Date
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AGENCY AGREEMENT

Re: Apex Loan Program

This Agreement made, executed this l\q’ day of.fimﬁfi .
1990, by and between the South Dakota Economic Development Finance
Authorlty, as Principal, hereinafter referred to as "Authority",
and The First National Bank in Sioux Falls, Sioux Falls, South
Dakota as Agent, hereinafter referred to as "Bank", its successors
or assigns.

Witnesseth:

The Authority has adopted a resolution on September 11, 1990,
attached as Schedule "A" and made a part hereof which authorizes
the Authority to enter into various agreements and administer the
Apex Loan program. In addition, the Authority desires to employ
the Bank to provide various services as its Agent in connection
with this program.

‘First: The Bank will provide various loan services to the
Authority on behalf of the Authority. These will
include but may not be limited to:

1. Receipt of program funds.

2. Disbursement of program funds at the direction
of authorized Authority personnel.

3. Preparation of loan amortization schedules for
participants in the program.

4. Receipt of borrower payments.

5. Repayment of REDI and FmHA amounts.
6. Other program services the Authority requests
and the Bank agrees to provide.

The Bank has no responsibility for collection of
past due borrower amounts, other than sending past
due notices and notifying the Authority.

Second: The Bank shall provide to the Authority on a
monthly basis a complete statement showing an
inventory of the securities held in the fund
together with a complete statement of the principal
and income cash, and a listing of all receipts and
disbursements for the reporting period.

Third: All assets held in this account shall remain the
property of the Authority. However, the Bank may
hold securities and investments in bearer form or
in its own name or in the name of its nominee or
nominees, and any cash may be deposited together
with other funds held by it as fiduciary in a
general deposit in its own deposit department, but
funds shall at all times be invested. Provided
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Fourth:

that all said securities, investment and cash shall
at all times appear on the books of the Bank as a
part of the agency. The Bank shall cause consents
to be expected with respect to securities and
investments held hereunder in its own name or in
the name of its nominee as the Authority may from
time to time direct in writing. Otherwise the Bank
is authorized to execute such consents as it deems
advisable, but shall be under no obligation in
respect to the execution of, or failure to execute,
such consents,

This agreement may be altered or amended in whole
or in part, at anytime from time to time by a
memorandum in writing executed and delivered to the
Authority, provided that the duties, powers and
liabilities of the Bank shall not be materially or
substantially changed by such alternations or
amendments, without its consent in writing. The
Authority reserves the right to revoke this
agreement and the Bank reserves the right to resign
as custodial agent at any time upon 60 days notice
in writing.

IN WITNESS WHEREOF, the Parties have affixed their signature

the day and year first above written.

SOUTH DAK!
FI

By:

THE FIRST NATIONAL BANK IN SIOUX FALLS

By: ‘=§5.j%4LX>C)&AJy~

Its: “\@P&Slm <an v-\.ﬂ- OF‘{;QA

Agent
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AMENDMENT TO AGENCY AGREEMENT

This agreement is by and between the South Dakota Economic Development Finance
Authority ("the Authority") and The First National Bank in Sioux Falls ("the Bank").
This agreement amends the Agency Agreement ("Agreement") dated September 11, 1990
regarding the Agricultural Processing and Export Loan Program ("APEX").

WHEREAS, the Governor's Office of Economic Development administers the
Authority's APEX loan portfolio and brings all necessary loan information, requests and
policy decisions to the Authority for consideration;

And WHEREAS, the Authority and the Bank entered into an Agency Agreement on
September 11, 1990 which allowed for the servicing of all APEX loans in the Authority's
loan portfolio with certain criteria as outlined in the Agreement;

And WHEREAS, there were certain accounts that were contemplated to service the loans,
accept payments, fund loans and hold reserves for debt service repayment;

And WHEREAS, the Authority and the Bank have continued this relationship for a
number of years and have taken action at the request of the Authority or when deemed
necessary by GOED and the Bank;

NOW THEREFORE LET IT BE RESOLVED, that the Bank will continue to serve as the
Authority's servicing agent for the APEX loan portfolio as agreed to in the Agreement
dated September 11, 1990. In addition to the Agreement, the fee structure for the APEX

loan portfolio is as follows:

For performance of all administrative services, including receipt and disbursement of
funds, investment of funds and maintenance of APEX Repayment and Capital Accounts,
correspondence with borrowers, monthly financial statements and loan system reports,
audit confirmations and any other out of pocket expenses, the fee shall be $200 per
APEX loan outstanding. The Bank will also be paid 0.25% annually on all assets
associated with the APEX program that are invested in money market accounts.

This Agreement shall remain in place and can be terminated by any party with 60 days
notice.

Dated this ‘ 4 fyday of January, 2001.

BY: BY:g.=&;§g ’gﬁm
ITS: ITS: \JiegPres, Tl O sn

SD Economic Development The First National Bank in Sioux Falls
Finance Authority

13



SECOND AMENDMENT TO AGENCY AGREEMENT

This agreement is by and between the South Dakota Economic Development Finance Authority (“the
Authority”) and The First National Bank in Sioux Falls (“the Bank”). This agreement amends the Agency
Agreement (“Agreement”) originally dated September 11, 1990 and amended January 18, 2001
regarding the Agricultural Processing and Export Loan Program (“APEX”).

WHEREAS, the Governor’s Office of Economic Development administers the Authority’s APEX loan
portfolio and brings all necessary loan information, requests and policy decisions to the Authority for
consideration;

And WHEREAS, the Authority and the Bank entered into an Agency Agreement on September 11, 1990
which allowed for the servicing of all APEX loans in the Authority’s loan portfolio with certain criteria as
outlined in the Agreement;

And WHEREAS, there were certain accounts that were contemplated to service the loans, accept
payments, fund loans and hold reserves for debt service repayment;

And WHEREAS, the Authority and the Bank have continued this relationship for a number of years and
have taken action as the request of the Authority or when deemed necessary by GOED and the Bank;

NOW THEREFORE LET IT BE RESOLVED, that the Bank will continue to serve as the Authority’s servicing
agent for the APEX loan portfolic as agreed to in the Agreement dated September 11, 1990. In addition
to the Agreement, the fee structure for the APEX loan portfolio is as follows:

For performance of all administrative services, including receipt and disbursement of funds, investment
of funds and maintenance of the APEX Repayment and Capital Accounts, correspondence with
borrowers, monthly financial statements and loan system reports, audit confirmations and any other
out of pocket expenses, the fee shall be $325 per APEX loan outstanding beginning calendar year 2014
thru 2019. Beginning calendar year 2020, the fee will be reviewed every five years. The Bank will also
be paid 0.25% annually on all assets associated with the APEX program that are invested in money
market accounts.

Also, in addition the Bank will invest
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This Agreement shall remain in place and can be terminated by any party with 60 days notice.

Dated this day of January, 2014.

BY: BY:

ITS: ITS:

SD Economic Development The First National Bank in Sioux Falls

Finance Authority
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Economic Development Finance Authority
January 16, 2014

BILLS PAID — NEED ACTION

May, Adam, Gerdes & Thompson LLP (13.60 hrs)  $1,972.00
First National Trust and Investment $4,064.00
General Fund $3,500
Reserve Account $564

Department of Legislative Audit $10,424.90

Grand Total: $16,460.90

21



Finance Authority

Governor's Office of Economic Development
Dolly-Reed Plaza

Pierre SD 57501

From: Department of Legislative Audit
427 S. Chapelle
C/0O 500 E. Capitol
Pierre, SD 57501-5070

For the audit of the fiscal affairs of the Finance Authority for the period ended June 30, 2013.

Total Hours: 178.7 hours
Non-billable General Fund: 0.0 hours
and 178.7 hours billable at the following rates:
8.3 hours at the Fiscal 2013 rate of $55.00 per hour $456.50
170.4 hours at the Fiscal 2014 rate of $58.50 per hour $9,968.40
178.7 $10,424.90

Cost Center Breakdown:
General Programs 178.7 hours $10,424.90
178.7 hours $10,424.90

| declare and affirm under the penalties of perjury that this claim has been examined
by me, and to the best of my knowledge and belief, is in all things true and correct.

Marin L Guindon CPA
Auditor General



427 SOUTH CHAPELLE
C/0 500 EAST CAPITOL
PIERRE SD 57501-5070

(605)773-3595
FAX(605)773-6454

MARTIN L. GUINDON, CPA

AUDITOR GENERAL
Remittance Advice
December 18, 2013
Finance Authority
Governor's Office of Economic Development
Doily-Reed Plaza
Pierre SD 57501
Total Billed: $10,424.90
DLA Funding Information:
Company Account Center Amount
1000 4523200 2880
1000 4533100 2880 $10,424.90
1000 4583100 2880
1000 4583300 2880
1000 4583500 2880
Total Billed: $10,424.90

When submitting payment please remove the check stubs from the warrant and do not staple or paper
clip the warrant to the remittance advice, instead fold the warrant inside the form letter.
Please return remittance advice and payment in the enclosed addressed envelope to:

Remittance Center

P O Box 5055
Sioux Falls, SD 57117-5055
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