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ECONOMIC DEVELOPMENT FINANCE AUTHORITY
GOED LARGE CONF. ROOM, 711 E WLLS AVE, PIERRE, SD
THURSDAY, FEBRUARY 20, 2014 — 9:30 AM CT

REGULAR SESSION AGENDA
Call To Order, Chairman, Tetry 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 Investment Management Policy
RECOMMENDED ACTION: Motion to approve the Investment
Management Policy as presented or amended.

Investment Report

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
Donnerite SD

Bills
Clausen & Rice, LLP- $3,000.00

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
Thursday, January 16, 2014 - 9:30 AM CT

Members Present .
Chairman Terry Nelson, Gerrit Juffer, Jody Sperlich, Casey Derflinger, Ron Wagner

Staff Present
Commissioner Pat Costello, Kim Easland, Ashley Moore, Travis Dovre, LaJena Gruis, Cherissa
Neilson

Others Present
Liz Woodsend - First National Bank in Sioux Falls

Bob Mercer- Capital Journal

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

Agenda
A motion was made by Casey Derflinger and seconded by Jody Sperlich to approve the agenda

as presented.
Motion passed by a roll call vote.

Minutes

A motion was made by Ron Wagner and seconded by Casey Derflinger to approve the minutes
of the meeting held December 18, 2013 as presented.

Motion passed by a roll call vote.

APEX Repayment Account Investment Policy

A motion was made by Casey Derflinger and seconded by Gerrit Juffer to approve the APEX
Repayment Account Investment Policy as presented and pay off APEX loans #1, #2 and #3 if
feasible.

Motion passed by a roll call vote.

Executive Session

A motion was made by Jody Sperlich and seconded by Ron Wagner to enter into executive
session at 9:42 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 10:00 a.m. The Economic
Development Finance Authority entered into Executive Session to discuss contract matters and
commercial and financial information relating to loan and other assistance to applicants.

A motion was made by Jody Sperlich and seconded by Gerrit Juffer to approve the chairman’s
report from executive session.

Motion passed by a roll call vote.




Old Business

Northern Beef Packers

A motion was made by Gerrit Juffer and seconded by Casey Derflinger to withdraw the
$5,000,000 EDFA bond loan commitment.

Motion passed by a roll call vote.

Bills

A motion was made by Ron Wagner and seconded by Jody Sperlich to approve the following
bills for payment: May, Adam, Gerdes & Thompson LLP in the amount of $1,972.00, First
National Trust and Investment in the amount of $4,064.00 and Department of Legislative Audit
in the amount of $10,424.90.

Motion passed by a roll call vote.

Adjourn

A motion was made by Jody Sperlich and seconded by Gerrit Juffer to adjourn the meeting at
10:03 am.

Motion passed by a roll call vote.

Ron Wagner, Secretary-Treasurer






MEMORANDUM

T0O: Economic Development Finance Authority
FROM: Travis Dovre, Loan Officer, GOED

RE: Investment Management Policy

DATE: February 20, 2014

Attached is an updated version of the Investment Management Policy for the board’s
review. The primary change would allow investments in municipal bonds which were
previously not included in the management policy for unknown reasons.

The proposed language limits municipal bond investments to South Dakota. However,
the General Bond Resolution allows for investment into any municipal bond across the
US. Any bonds would still be required to carry a rating of AA or better.

The table on the second page of the Policy identifies maximum exposure for each type
of investment. Expanding the portfolio to allow municipal bonds would provide another
option for diversification.

However, the actual issuance of appropriately rated bonds is a rare event; and
availability on the secondary market is rarer. Other issues that may come into play is
having cash available to purchase such securities when there is a new issue as
maturing CDs are typically reinvested immediately.

Recommendation

Approve the Investment Management Policy as presented/amended.



IL

MI.

Investment Management Policy
South Dakota Economic Development Finance Authority
Restricted (Loan, Capital & Special Reserve) Accounts
Unrestricted (General) Account

Investment 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.

Investment Objective: 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.

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).

3. Repurchase Agreements: Repurchase Agreements fully collateralized 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.

4, Corporate Bonds: Debentures, bonds, notes or other evidence 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
Moody’s Investors Service or Standard & Poor’s Corporation.

5. Municipal Bonds: Bonds, debentures, notes or other evidences of indebtedness
issued by the State of South Dakota or any political subdivision thereof or any public
authority or body or instrumentality therein which constitutes obligations described in
Section 103(a) of the Code either rated "MIG 17 by Moody’s Investors Service, Inc.
for shori-term obligations or rated in the two highest investment grades for municipal
obligations by either Standard & Poor’s Corporation or Moody’s Investors Service,
Inc.

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

67. 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
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shares are registered under the Federal Securities Act of 1933, whose investments are
restricted to securities described in paragraphs 1, 2, and 3 above.

Maturity Constraints: Securities shall have maximum terms as follows:
1. Restricted Accounts: Term or two years or less form the date of investment.

2. Unrestricted Account: Term of ten years or less from the date of the investment.
Average weighted maturity of the portfolio shall not exceed four years.

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%
Municipal Bonds 0% 0% 50% 10%
Certificates of Deposit ~ 100% 100% 100% 100%
Money Market Fund 25% 25% 25% 25%

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 benchmarks will be used:

Restricted Accounts: 50% Merrill Lynch 0-3 month T-Bill and 50% Merrill
Lynch Treasury/Agency 1-3 years.

Unrestricted Account: 100% Merrill Lynch US Corporate & Government, 1-5
Year, AA and Above index.

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.

South Dakota Economic Development The First National Bank in Sioux Falls
Finance Authority

Date Date



Dovre, Travis

From: Elizabeth K. Woodsend <EKWoodsend@fnbsf.com>
Sent: Wednesday, February 05, 2014 9:34 AM

To: Dovre, Travis

Subject: FW: Investment Management Policy

Travis, Kyle checked with a broker, and did come up with the below list of taxable AA rated bonds. He also indicated it is
difficult to obtain them, because their issuance is rare, and also we would have to have cash available to invest at the
time of a new issue or secondary AA or better SD taxable municipal bond becomes available for purchase (which is a rare
event) and the yield must be superior to the aiternatives (CDs, Agencies, Treasuries, etc.).

That all being said, it would not hurt to have it in the allowable investments if the opportunity arose, and the rate was
better than alternatives.

"We Build Successful Relationships”

Elizabeth K. Woodsend, CCTS
Trust Officer

Assistant Vice President

The First National Bank in Sioux Falls
100 South Phillips Avenue

Sioux Falls, SD 57104

Phone: (605) 357-7688

Fax: (605) 357-7666

Web: www.fnbsf.com

From: Kyle C. Cipperley

Sent: Wednesday, February 05, 2014 8:56 AM
To: Elizabeth K. Woodsend

Subject: RE: Investment Management Policy

Liz, the broker came up with the list of taxable issuers below. As | mentioned yesterday, very very rare to see any of
these trade on the secondary market so while you could include SD munis in the investment policy in the spirit of
flexibility, it will be unlikely we will be able to purchase them.

GOs:

Pierre, SD Sch Dist UTGOs NR/AA
Sioux Falls, Sch Dist LTGOs NR/AA-
Hamlin, SD Sch Dist LTGOs NR/AA-

Revs:

Sioux Falls SD Sales Tax Rev Aa2/AA-

SD State Conservancy Dist State Revolving Fund Revs Aaa/AAA
SD State Building Auth Revs Aa2/AA

Pennington County, SD COPs Aa2/NR

AMT:
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SD State Housing Revs Aal/AAA - exempt but to AMT — sometimes they can be cheap enough to compete with
taxable....depending on the market — they do have a housing call so hard to buy in the secondary

"We Build Successful Relationships"

Kyle C. Cipperley, CFA

Portfolio Manager

The First National Bank in Sioux Falls
100 South Phillips Avenue

Sioux Falls, SD 57104

Phone: (605) 335-5249

Fax: (805) 357-7661

Web: www.fnbsf.com

From: Kyle C. Cipperley

Sent: Tuesday, February 04, 2014 4:24 PM
To: Elizabeth K. Woodsend

Subject: RE: Investment Management Policy

Liz,

There are many different bond issues rated AA or better (e.g. Brandon Valley, Harrisburg, Howard, Tea Area,
Watertown, Winner, West Central School Districts, SD Building Authority, SD Housing Development Authority, plus
some others). | am having one of our brokers get me a list of issuers of taxable AA or better muni bonds since that is
more relevant in this case (as opposed to tax-free issues). It is hard to find SD bonds trading on the secondary market
and even harder to find taxable SD muni bonds.

Il get back to you tomorrow.

Thanks,
Kyle

"We Build Successful Relationships"

Kyle C. Cipperiey, CFA

Portfolio Manager

The First National Bank in Sioux Falls
100 South Phillips Avenue

Sioux Falls, 8D 57104

Phone: (605) 335-5249

Fax: (805) 357-7661

Web: www.fnbsf.com

From: Elizabeth K. Woodsend

Sent: Tuesday, February 04, 2014 3:56 PM
To: Kyle C. Cipperley

Cc: Travis.Dovre@state.sd.us

Subject: FW: Investment Management Policy
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Economic Development Finance Authority
February 20, 2014

BILLS PAID — NEED ACTION

Clausen & Rice, LLP $3,000.00

Grand Total: $3,000.00




Clausen & Rice, LLP

P.O.Box 1117
Pierre, South Dakota 57501
605-224-8866
January 27,2014
Kim Easland
SD Economic Development Finance Authority
Capitol Lake Plaza

711 East Wells
Pierre, South Dakota 57501

Invoice No. 5595
Terms: Due 30 days from invoice date

Professional services rendered in connection with the following:

Services provided in connection with the second and
third quarter for the Economic Development
Finance Authority financial statements.

Total for professional services rendered

We appreciate your business!

3,000.00

3,000.00

65
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