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ECONOMIC DEVELOPMENT FINANCE AUTHORITY
GOED CONFERENCE ROCM, 711 E WELLS AVE, PIERRE, SD
THURSDAY, NOVEMBER 5, 2016, 9:30 A.M. CT

] EDFA Meeting: Please note fimes:
Motion Sheet
Call To Order

Agenda

Motion to approve the Agenda as presented. Fxgeutive Session:

Regular Session:

Motion made by and seconded by

Adjournment:

Minutes

Motion to approve the minutes of the September 2, 2015 meeting, as presented.

Mation made by and seconded by

Anhual Report/Audit Report
Motion to approve the 2015 Annual Report/Audit Report as presented.

Motion made by and seconded by

Executive Session
Motion to enter into executive session to discuss contract matters and commercial and
financial information reiating to loan and other assistance to applicants.

Moticn made by and seconded by

Chairman: Declare board out of executive session. [ a.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,

Motion made by and seconded by

Loan Reviews
Donnerite SD Co.
Motion to approve the loan review and recommendation as presented.

Motion made by and seconded by

Bills

Motion to approve the bill to Department of Legislative Audit in the amount of $7,001.75.
Motion made by and seconded by

Adjourn

Motion made by and secanded by







9:30 AM,

9:35 AM.

9:50 A.M.

9:55 AM.

10:10 AM.

ECONOMIC DEVELOPMENT FINANCE AUTHORITY
GOED LARGTE: CONF, ROOM, 711 E WLLS AVE, PIERRE, SD
THURSDAY, NOVEMBER 5, 2015, 9:30 A.M. 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 Annual Report/Audit Report _
RECOMMENDED ACTION: Moticn to approve the 2015 Annual
Report/Audit Report as presented.

Commissioner’s Comments

Executive Session

RECOMMENDED ACTION: Motion to enfer 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 Sessicn,

Other Motions
Donnerite SD Co,
Bills
Department of Legislative Audit - $7,001.75

Notice is further given to persons with disabilities that this meeting is being held in a physically
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,

South Dakota.






Economic Development Finance Authority
GOED Conference Room, 711 E Wells Ave, Pierre, SD
Wednesday, September 2, 2015, 9:30 AM. CT

Members Present
Chairman Terry Nelson, Gerrit Juffer, Casey Derflinger and Stephen .Jones

Staff Present
Deputy Commissioner Aaron Scheibe, Ashley Moore, Cassie Stoeser, Ladena Gruis, Cherissa
Wright and Dale Knapp

Qthers Present
Liz Woodsand and Kristie Wiederrich- First National Bank in Sioux Falls

Call tc Order
Chairman Nelson called the meeting to order at 9:32 a.m.

Agenda
A motion was made by Stephen Jones and seconded by Gerrit Juffer to approve the agenda as

amended.
Moticn passed by a roll call vote.

Minutes

A motion was made by Casey Derflinger and seconded by Stephen Jones fo approve the
minutes of July 23, 2015, as presented.

Motion passed by a roll call vote

Authorized Signature Memo

A motion was made by Gerrit Juffer and seconded by Casey Derflinger to approve Travis Dovre
and Cassie Stoeser to co-sigh checks for all EDFA checking accounts.

Motion passed by a roll call vote

Executive Session

A motion was made by Stephen Jones and seconded by Casey Derflinger to enter into
executive session at ©:42 a.m. to discuss contract matfers and commercial and financial
information relating to lcan and other assistance to applicants.

Motion passed by a roll cail vote.

Execuiive Session

The Chairman declared the board out of executive session at 9:54 a.m. The Economic
Development Finance Authority entered into Executive Session to discuss contract matters and
commercial and finangial information relating to loan and other assistance to applicants. No
action taken,

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

Loan Reviews

Enclose Manufacturing, Inc.

A motion was made by Casey Derflinger and seconded by Gerrit Juffer to approve the loan
review and recommendation as presented and deny releasing a personal guarantor.
Motion passed by a roll call vote.




Larson Data Communications

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

Motion passed by a roll call vote.

Marmen Energy Co.

A motion was made by Gerrit Juffer and seconded by Casey Derflinger tc approve the loan
review and recommendation as presented.

Motion passed by a roli call vote.

New Business

Surphus Allowance for Loan Loss

A motion was made by Stephen Jones and seconded by Gerrit Juffer to approve a one-time
reduction in the surplus Allowance for Loan Loss with annual reviews every year.

Motion passed by a roll call vote,

Biils
A motion was made by Casey Derflinger and seconded by Gerrit Juffer to approve the following
bill for payment: Dorsey & Whitney LLP in the amount of $3,802.78.

Motion passed by a roll call vote.

Adjourn

A motion was made by Stephen Jones and seconded by Gerrit Juffer to adjourn the meeting at
9:58 a.m.

Motion passed by a roll call vote.

Ron Wagner, Secretary/Treasurer
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Economic Development Finance Authority Members

Terry Nelson 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 Terry serves on The South Dakota Alumni Advocacy
Board and on the SDSU Foundation. He is a past President of South Dakota Associated School Board and is
involved in numerous other civic organizations. The last three years he has been President of the BTD board which
helps develop and finance Main Street Square Plaza in downtown Rapid City.

Gerrit Juffer is President of Juffer Inc., a financia! service company with offices in Wagner, Parkston, Mitchell,
Woonsocket, Huron, Tea and Sioux Falls, South Dakota, along with Blair and Sargent, Nebraska, Mr. Juffer has 32
years of financial services experience, providing insurance, investment and real estate. M. Juffer is active in
numerous social and civic organizations, as well as business ventures. Mr. Juffer attended the University of South
Dakota, Midwest Bankers and the Graduate School of Banking.

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 Interstate 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 Graduate School
of Banking in Boulder, CO. Casey is active in numerous 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 Committee for the South Dakota Bankers Association.

Michael Kefler 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 Cotrporation.
He serves on the State Chamber committee for the State Giant Vision Contest. Mr. Keller retired June 15, 2014 from
being Dean of the USD Business School, the Beacom School of Business,

Jody Sperlich is currently 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 get involved in the
community. Most recently, Jody 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. Jody has recently discovered the joy of canning and is irying to figure out the game of
football. Nothing brings her more joy though than spending time with her iwo teenage children, Molly and Taylor.

Stephen F. Jones is currently the General Manager of Claussen Nursery a South Dakota based company. Stephen is
29 years old and lives 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 into 2 Landscape
Design, Landscape Consultation, Design Build Landscape Construction, General Landscape Contracting, Landscape
Excavation, Property Management and Private Community Management endeavor. Stephen is a young entrepreneur
and his lfe poal is to continue to grow in the business world and continue to look for business opportunities in South
Dakota.

Ronald Wagner graduated from Northern State University with a Bachelor of Seience degree in Business
Administration with a major in finance and minor and economics. From there he was a Claims Analyst with the
State of South Dakota Petrolenm Release Compensation Fund for five years and administered the SDIHDA’s HUD
HOME Program as a Housing Development Officer with the South Dakota Housing Development Authority for 13
years. Ron currently works for Fitst National Bank in Pierre as a Commercial Loan Officer and also serves o the
Picrre Economic Development Corporation Board. Ron and his wife Lynda have three kids and two grandkids.



Loan Portfolio

Economic Development Finance Authority Activity

Loans Approved Fiscal Year 2015

APEX Fund
APEX FUND TOTAL
PROJECTED LOAN PROJECT
COMPANY JOBS ANMOUNT AMOUNT COMMUNITY
N/A
FY 2015 Total: 0 loans
EDFA Bonds
BOND FUND TOTAL,
PROJECTED LOAN PROJECT COMMUNITY
COMPANY JOBS AMOUNT AMOUNT
N/A

FY 2015 Total:  loans
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427 SOUTH CHAPELLE
€/0 50O EAST CAPITOL,
PIERRE SD 57501-5070

{60B} 773-3595
FAX (60b) 773-G454

MARTIN L. GUINDON, CPA
AUDITOR GENERAL

INDEPENDENT AUDITCR'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

The Honorable Dennis Daugaard
Governor of South Dakota

and

Board of Directors
South Dakota Economic Development Finance Authority

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Gevemment Auditing
Standards, issued by the Comptroller General of the United States, the financial statements of the
business-type activities of the South Dakota Economic Development Finance Authority as of and for
the year ended June 30, 2015, and the related notes to the financial statements, which collectively
comptise the South Dakota Economic Development Finance Authority's basic financial statements,
and have issued our repert thereon dated September 25, 2015,

Internal Control Over Financial Reporting

In plarning and performing our audit of the financial statements, we considered South Dakola
Economic Development Finance Authority's internal control over financial reporting (internal control) to
determine the audit procedures that are appropriate in the circumstances for the ourpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of South Dakota Economic Development Finance Authority’s internal control.
Accordingly, we do not express an epinion on the effectivenass of South Dakota Economic
Development Finance Authority’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A materiaf weakness is a deficiency, or a
combination of deficiengies, in internal conirol, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements wilt 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, yet important enough to merit
attention by these charged with governance.

12



Our consideration of internal control was for the limited purpose described in the first paragraph of thig
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses, However, materiai
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether South Dakota Economic Development
Finange Authority’s financial statements are freg from material misstatement, we performed tesls of its
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 financhal
statement amounts. However, providing an opinion on compliance with those provisions was not an
objective 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 to be reported under
Government Auditing Standards. :

Purpose of this Report

The purpese of this report is solely o describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance, This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal controt and
compliance. Accordingly, this communication is not suitable for any other purpose. As required by
Scuth Dakota Codified Law 4-11-11, this report is a matter of public record and its distribution is not
limited, - ' ' :

Martin L. Guindon, CPA
Auditor General

September 25, 2015
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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

INDEPENDENT AUDITOR’S REPQRT
The Honorable Dennis Daugaard
Governgr of South Dakota
and

Board of Directors
South Dakota Economic Development Finance Authority

Report on the Financial Statermnents

We have audited the accompanying financial statements of the South Dakota Economic Development
Finance Authority, a component unit of the State of South Dakota, as of and for the year ended

June 30, 2015, and the related notes to the financial statements, which collectively comprise the South
Dakota Economic Development Finance Authority’s basic financial statements as listed in the table of

contents.

Management's Responsibifity for the Financial Statemenis

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generaily accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control refevant to the preparation and fair presentation
of financial statements that are free from materizi misstatement, whether due to fraud or error,

Audifor's Responsibitify

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

An audit invelves performing procedures to obtain audit evidence about the amounts and disclasures 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 auditer considers internal control relevant to the entity's preparation and fair
presentation of the financial 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 also includes evaiuating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

14



We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis forour
audit opinion, '

Opinion

In our opinion, the financial statements referred to above present fairly, in-afl matérial respects, the financial
position of the South Dakota Economic Development Finance Authority as of June 30, 2015 and the
changes in its financial position and its cash fiows for the year then ended in accordance with accounting
principles gensrally accepted in the United States of America.

Qther Malfers

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management's
Discussion and Analysis on pages 5-6 be presentad to supplemant the basic financial statements. Such
information, although not a part of the basic financia! statements, s required by the Governmentat
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, sconomic, or historica! context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of Ametrica, whish consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with managemerits
responses to our inquiries, the basic financial statermenits, and otfier knowledge we cbtained during our audit
of the basic financial statements, We do not express an opinion or provide any assurance on the information
becauss the limited procedures do not provide us with sufficient evidence to express an opinion ar provide
any assurance, - : : '

Other infarmation

Our sudit- was conducted for the purpose of forming an opinioh on the financial statements that collectively
comprisg the South Dakota Economic Development Finance Authority’s basic financial statements. The
listing.of Economic Development Firiance Authority Members and the schedule of Loan Porifolio; Loans
Approved Fiscal Year 2015 are. presented for purposes of additional analysie and are not a required part of
the basic financial statements. Siich information has not been subjected o the auditing proceduras applied
in-the audit of the basic financial statements, and accerdingly, we do-not express-an opinion of provide any
assurance on i, R : o o : '

Qttier Reporting Required by Government -Audi_t:’nd Standards B

In giccorddnce with Government Auditing Staridards, we have also issued our report dated Septemiber 25,
2015 on our ¢onsideration of the South Dakota Economic Development Finance Authority's infernal controd
over financial reporting.and on our tests of its compliance with certain provisions of laws, regulations,
contracts, grant agreements, and-other matters, The purpose of thaf report is to describe the scope of our
testing of intarnal control over financial reporting and compliance and the:results of that testing, and not fo
previde an apinion on internal controf over financial reporting or on compliance. That report is an.integral
part of an audit performed In accordance with Government Auditing Standards in considering South Dakata.
Economic Development Financesbuthority’s internal control aver financial reporting and cormpliange.

Martin L. Guindon, GPA
Auditor General

September 25, 2015
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MANAGEMENT'S DISCUSSION AND ANALYSIS

This section of the Economic Development Finance Authority's (Authority) annual financial
report presents management’s discussion and analysis of the Authority’s financial performance
during the fiscal year ended June 30, 2015. This analysis should be read in conjunction with the
Independent Auditor's Report, financial statements, and notes to the financial statements.

Finangial Highlights as of June 30, 2015

+ Total assets of the Autherity decreased $11,061,785 {or 30.13%) primarily due to the
decrease in loans receivable for the year ending June 30, 2015.

+ Total liabilities of the Authority decreased by $11,211,2681 (or 40.10%) primarily due to
the decrease in bonds payable for the year ending June 30, 2015,

+ No new bond issuances and early redemptions of $8,595,000 of bonds occurred in the
year ending June 30, 2015,

Changes In Assets and Liabilities

%

Increase Increase
FY 2014 FY 2015 {Decrease) (Decrease)
Assets:
Cash and Cash Equivalents $ 2,555,029 $ 1,938,757 $ (616272 (24.12)%
Investmenis 8,076,507 7,638,170 (437,337) (5.41)
Loans Receivable 26,531,648 16,359,856 (10,171,793) (38.34)
Allowance for Uncollectible Loans (453,684) {283,367) 170,317 37.54
Accounts Receivabie 9,080 2,350 (6,700 (74.03)
Total Assets 36,718,551 25,656,766 (11,081,785} (30.13)
Liabilities:
Amounts Held in Custody for Others 68,411 0 (68,411} {100.00)
Bonds Payable 4,975,000 685,000 (4,290,000) (86.23)
Accrued Interest Payable 358,212 219,346 (130,8686) (38.94)
Other 850,860 380,173 {461,787) (54.27)
Loan Escrow Payable 1,636,238 845,041 {791,197} (48.35)
Noncurrent Bonds Payable 20,065,000 14,605,000 (5,460,000 (27.21)
Tota! Liabilities 27,054,821 16,743,560 (11,211,261)_  __ (40.10)
Restricted Net Position 5,000,000 5,000,000 0 0.00
Unrestricted Net Position 3,763,730 3,813,208 149,476 3.97
Total Net Position % 8763730 $ 8813206 $ 149476 1.71%
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Revenues:
Interest Income on Loans
Investment Income
Total Revenues

Expenses:
interest Expense
Contractual Services
Provisions for Loan Loss
Refund to Instituticn
Teotal Expenses

Change In Net Position

Change in Net Position

%

increase increase
FY 2014 FY 2015 (Decrease) {Decrease)
$ 1,391,302 $1,113,433 $ (277,869) (19.87)%
54,470 58,173 3,703 880
1,445,772 1,171,606 (274,166) (18.98)
1,327,611 1,080,839 (238,772) (17.83)
77,787 74,579 (3,208) {4.12)
131,346 {150,000) (281,346} {214.20)
0 6712 8712 NA
1,536,744 1,022,130 (514,614 (33.49)
3 {80,972) $ 149,476 $ 240,448 264.31%

s The related decreases to the balances in loans receivable and debt outstanding resulted
in the associated decreases fo interest income cn loans and interest expense.

« Provisions for Loan Loss, previously Bad Debt Expense, decreased by $281,346
primarily due to the decrease in the allowance associated with the decrease in icans
receivable in fiscal year 2015.

Debt Administration:

s The Authority did not issue any tax-exempt bonds during fiscal year 2015,

» Outstanding bonds payable bear interest at ratss ranging from 1.625% to £.875% as of
June 30, 2015. $1,155,00C of regularly scheduled bonds was redeemed during fiscal
year 2015, Additionally, $3,820,000 of Series 2004A bonds, $3,425,000 of Series
2005A bonds, and $1,350,000 of Series 2009A&B bonds were redeemed during fiscal

year 2015.

¢ The Authority's bonds are rated AA by Standard and Pocr’s as of June 30, 2015.

s Mere detailed information about the Authority’s debt can be found in Note 4, Long-Term

Debt.

This report is presented fo provide additional information regarding the operations of the
Authority and to meet the requirements of GASB No. 34.

17



SOUTH DAKOTA ECONOMIC DEVELOPMENT
FINANCE AUTHORITY
STATEMENT OF NET POSITION
June 30, 2015

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

invesiments (Note 2)
Restricted Investments (Note 2}
investment Interest Receivable
Loan Interest Receivable
Loans Receivable (Note 3)
Accounts Receivable

Total Current Assets

Noncurrent Assets;
Investments (Note 2}
L.oans Receivable {Net of Allowance for Loan Loss) (Note 3)
Restricted {nvestments (Note 2)
Total Noncurrent Assets

Total Assets

Liabilities
Current Liabilities:
Accounts Payable
Accrued Interest Payable
Due To Other Governments (Note &)
Bonds Payable (Note 4)
Total Current Liabilities

Noncurrent Liabilities:
Due to Cther Governments (Note 6)
Loan Escrow Payable
Bonds Payable {Note 4)
Total Noncurrent Liabilities

Total Liabilities

Net Position
Restricted for Debt Service (Note 1)
Unrestricted

Total Net Position

The netes to the financial statements are an integral part of this statement.

1,937,679
1,178

1,838,757

719,782
2,320,370
16,051
66,415
1,070,835
2,350

8,134, 660

1,062,306
14,939,238
3,520,662

18,622 206

25,658,766

16,764
202,582

27,946
685,000

932 292

361,227
845,041
14,605,000

15,811,268

16,743 560

5,000,000
3,913,206

$

8,813,206




SOUTH DAKOTA ECONOMIC DEVELOPMENT
FINANCE AUTHORITY
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
For the Fiscal Year Ended June 30, 2015

Operating Revenue:

Interest Income on Loans $ 1,113,433
Total Operating Revenue 1,113,433
Operating Expenses:

Contractual Services 74,579

Interest Expense 1,090,839

Provisions for Loan Loss {Recovery} (150,000)

Refund te Institution 6,712
Total Operating Expenses 1,022,130
Operating Income (Loss) 91,303
Nenoperating Revenue:

Investment Income 58,173
Total Nonoperating Revenue 58,173
Change in Net Position 148,476
Net Position at the Beginning of the Year 8,763,730
Net Position at End of Year $ 8,913,208

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 Ended June 30, 2015

Cash Flows from Qperating Activities:
Receipts for Pooled Loan Repayments
Receipts for APEX Loan Repayments
Fayments to Loan Recipients
Payments for Contractual Services
Other Payments

Net Cash Provided by Operating Activities

Cash Flows from Noncapital Financing Activities:
Principat Paid on Revenue Bonds
Interest Payments on Loans, Bonds and Notes
Principal Paid on Loans to Rural Development
Net Cash Used by Noncapital Financing Activities

Cash Flows from Investing Activitles:
Proceeds from Sales and Maturities
of Investment Securities
Investment Income
Purchase of Invesiment Securities
Net Cash Provided by |nvesting Activities

Net Decrease in Cash and Cash
Equivalents During the Fiscal Year

Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

Reconciliation of Operating Income to Net Cash
Provided (Used} by Operating Activities
Cperating Incame {Loss)

Adjustments to Reconcile Operating Income
to Net Cash Provided by Operating Activities
interest Expense
Provisions for Loan Loss (Recovery)

Decreasel{Increase) in Assets:
l.oan Interest Receivable

Loans Receivahle

Accounts Receivable

Increasel{Decrease) in Liabilities:
Accounts Payable
Loan Escrow Payable
Amounts Held for Others
Total Adjustments
Net Cash Provided by Operafing Activities

The notes to the financial statements are an integrat part of this statement.

$ 10,731,085
533,363
{106,250)
(71,682)

{858,372)

(9,750,000)
(1,226,903)

(481,787}

4,517,518

52,940
(4,076,184}

10,328 144

(11,438,680}

494,274

(618,272)

2,555,029

1,938,757

1,090,839
(150,000}

49,681
10,101,796
8,700

{3,803)
{r89,961)
(68,411)

81,303

10,236,841

§

10,328,144
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SOUTH DAKOTA ECONOMIC DEVELOPMENT
FINANCE AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2015

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Authorizing Legislation

Executive Crder 87-1 established the South Dakota Economic Development Finance
Authority (Authority). The Authority was established for the purpose of making loans to
businesses for the acquisition and constructian of land, buildings, machinery, and
equipment to spawn economic growth. The Authority is authorized by South Dakota
Codified Law to issue negotiable notes and bonds in such principal amounts as it
determines necessary to provide sufficient funds for achieving any of its corporate
purposes. The fotal outstanding amount of such notes and bends shall not exceed three
hundred million deltars at any fime. Ne obligation issued by the Authority shail constitute
debt or liabifity or obligation of the State of South Dakota or any political subdivision or a
pledge of the faith and credit of the state or any political subdivision, Because the State
of South Dakota is able to impose its will over the Authority, but does not meet any of
GASB's criteria for blending, if is considered a discretely presented compenent unit of
the State. The Authoerity is a business-type activity component unit of the State of South
Dakota and, as stich, the accompanying financial statements are included in the
Comprehensive Annual Financial Report of the State of South Dakota.

B. Fund Accounting
The Authority is accounted for as an enterprise fund, Enterprise funds are used o
account for activities for which a fee is charged tc external users for goods or services,
This fund type is also used when the activity is financed with debt that is secured by a
pledge of the net revenues from fees.

C. Basis of Accounting
The Authority is reported on the accrual basis of accounting. Revenue is recognized in
the accounting period in which it is earned and expenses are recognized when they are
incurred.

D. Cash and Cash Equivalents
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. Investmenis

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



. Loan Escrow Payable

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

. Amounts Held tn Custody for Others

Represents assets that actuaily belong to the borrower but are maintained by the
Autharity in Project Fund Accounts. Moneys in these accounts are used to pay
administrative expenses.

. Restricted Net Position

The bond indentures provide that certain reserve accounts be established. The reserve
accounts, as of June 30, 2015, are comprised of restricted net position as follows:

Capital Reserve Account  $ 5,000,000

The pooled bond issues require amounts to be deposited into the Capital Reserve
Acceunt. The money on depesit in the Capital Reserve Account is irevocably pledged
to the payment of all cutstanding bonds and interest, only when and to the extent that
other moneys are not available. The amount on depaesit in the Capital Reserve Account
must he equal to at least 12,5 percent of the related bond principal outstanding.
Amounts in excess of the reserve requirements may be transferred and used for other
purposes,

Conduit Debt Obligations

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

Conduit debt obligations are ¢ertain limited-obligation revenue bonds, certificates of
participation, or similar debt instruments issued by an entity for the express purpose of
previding capital financing for a specific third party that is not a part of the issuer's
financial reporting entity. The Authority has no obligation for 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 financial statements. As of
June 30, 2015, the aggregate amount of stand-alone bond principal outstanding was
$11,277,928, The original issue amount of stand-alone bonds outstanding totaled
$25,740,000.

Restricted Resources
When both restricted and unrestricted resources are available for use, it is the

Autharity’s policy to use restricted rescurces first, and then unrestricted resources as
they are needed.
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K. Revenue and Expense Recognition

Enterprise funds distinguish operating revenues and expenses from ncnoperating ftems.
Operating revenues and expenses generally result from providing services and
producing and delivering items in connection with an enterprise fund's principal ongoing
operations. The Authority records all revenues derived from interest on loans as
operating revenues since these revenues are generated fram the Authority's daily
operations needed to carry cut its purpose. Operating expenses include interest
expense, grants and subsidies, and contractual service expenses related to the
administration of the Authority's programs, -

L. Use of Estimates
The preparation of financial statements reguires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities. Actual results
couid differ from those estimates.

2. CASH AND INVESTMENTS

tUnder the terms of the General Bond resolution of the 2008 and 2013A pooled bond issues,
the Authority is generally restricted to investments in direct obligations of the federai
government and of any agency or instrumentality of the United States of America; debt
obligation guaranteed by the federal government; bank instruments collateralized by debt
obligations guaranteed by the federal government; and shares of an investment company
whose investments are in debt obligations guaranteed by the federal government. The
funds associated with the 2008 and 2013A pooled bond issues can also be invested in
notes, bonds, of indentures issued by a corporation organized under the laws of cne of the
states of the United States of America, provided they are rated in ane of the two highest
rating categories.

Resiricted and Unrestricted Cash and Investments:

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

Fair Value
Unrestricted Cash and Investments $ 3,719,667
Restricted Cash and Investments — Capital
Reserve Account and Loan Reserve Accounts 5,842,210
Totat Cash and Investments $ 9561877
Custodial Crodit Risk;

The custodial credit risk for deposits and investments is the risk that, in the event of the
failure of the counterparty to a transaction, a government will 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 custodial credit risk. Investments saecurities
totaling $1,938,757 were uninsured and unregistered, with securities held by the
counterparty or by its trust department or agent, but not in the Authority’s name.
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interest Rate Risk:

The Authority limits the maturities of investments for its restricted accounts {all accounts
other than the General Account) to ferms of two years or less from the date of investment.
As.of June 30, 2015, the Authority had the following investments;

Investment Maturities (in Years)

Fair Less
Investment Type Value Than 1 1-5 6-10
U.8. Treasury Note g 300,946 3 0 $ 300,946 $ 0
U.5. Government 1,004,702 0 1,004,702 0
Agencies®
Certificates of Deposit 6,317,472 3,040,152 3,168,349 108,971

$ 7623120 $ 3,040,152 § 4473997 $ 108,971

* J.8. Government Agency secutities include Federal National Mortgage Association
(FNMA), Federal Home Loan Mortgage Corporation (FHLMC), Federal Home Loan Bank
(FHLB), and Federal Mome Loan Mortgage Global (FHLMG).

Credit Risfc:

The Investment Managemaent Policy of the Authority limits investments in Corporate Bonds
to those rated in either of the two highest rating categories by either Moody’s Investors
Service or Standard & Poor's Corporation.

As of June 30, 2015, all investments held by the Authority were thase issued by or explicitly
guaranteed by the U.S. Government or insured by FDIC, which are not considered to have
credit risk.

Congcentration of Credit Risk:

Concentration of credit risk is the risk of loss that may be atiributed to the magnitude of a
government'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 portfolio exposure te permitted investments as
follows:

Restricted Account Unrestricted Account

Porifolio Exposure Portfolio Exposure
_Total Individual Total Individual
U.8. Governments 100% 100% 100% 100%
U.S. Agencies 100% 100% 100% 100%
Certificates of Deposil 100% 100% 100% 100%
Repurchase Agreements 50% 25% 50% 25%
Corporate Bonds 0% 0% 50% 10%
Money Market Funds 25% 25% 25% 25%
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3. LOANS RECEIVABLE

Change in loans receivable for the year ending June 30, 2015 consisted of the following:

Beginning Balance $ 26415553
New Apax Program Loans 106,250
Pooled Leans Principal Payments (9,585,000}
APEX Program Loan Principat Payments {813,046)
Write off of Midwest Converter - APEX (20,317)

Loans Receivable — Before Allowance 16,293,440

Allowance for Loan Loss applicable

to the Pooled Loan Program {201,999)
to the APEX Loan Program (81,388

TOTAL LOANS RECEIVABLE — Net of Allowance $ 16,010,073

The Allowance for Loan Loss applicable to the Pocled Loans is 1% for the year ending June
30, 2015.

The Agricultural Processing and Export {APEX) Program was created in 1988 when loans
(Note 5) from Rural Development (RD) and Revolving Economic Development and Initiative
Fund were issued to the Authority. The APEX loan program is structured to encourage
processors to add value to South Dakcta's raw agricuitural products, expert them outside
the state, and to locate industry in rural communities.

4. 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 pooled bond program as of June 30, 2015:

Beginning Balance $ 25,040,000
Bonds Retired 9,750,000}
Ending Balance $ 15,290,000

Due Within One Year $ 685,000
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The following are the revenue bends outstanding for the pooled bond program at June 30,
2015:

Interest Maturity Principal
Issue Rate Through Balance
Series 2008
Term Bonds 5.875% 2028 $ 5,795,000
Series 2013A
Serial Bends 2.25-4.00% 2021 805,000
Term Bonds 1.625-5.80% 2033 8,690,000
9,495,000
Total $ 15280000

The following is a schedule of future bond payments and future interest payments remaining
at June 30, 2015

Year Ended Total Principal
Jung 30 Principal Interest and nterest
2016 $ 685,000 § 808783 $ 1,481,783
2017 710,000 782,476 1,492,476
2018 730,000 756,914 1,486,914
2019 760,000 727,983 1,487 683
2020 795,000 694,195 1,489,185
2021-2025 4 605,000 2,835,238 7,444 238
2026-2030 4,750,000 1,405,396 6,155,396
2031-2033 2,255,000 266,510 2,521,510
Total § 15290000 § B,279,495 $ 23,569,495

5. DUETO'S

Due To's reported on the batance sheet consist of loans from Rural Economic and
Community Deveiopment {RECD). These loans were used 1o make loans to APEX
recipients. Due To’s reported on the Statement of Net Position consist of the following:

Beginning Balance $ 850,960
New [.oans from RD 0

Payments to RD (461,787)
TOTALDUETO'S  § 389,173

CFDA Number: 10.767

Federal Agency: Rural Business & Cooperative Development Service
Program:; intermediary Relending Program

State Agency: Tourism & State Development

QOutstanding Loans: $389,173



The Governor's Office of Economic Development, through the Autherity, participates in the
APEX Loan Program with funds obtained from RECD Intermediary Relending Program
(IRP). The Authority has entered intc loan agresments with the RECD in the amount of
$3,000,000. The Authority makes loans to small businesses and draws down federal funds
from the loan with the RECD to cover 70% of the loans made to small businesses, As of
June 30, 2015, the Authority had $389,173 in outstanding loans from RECD.

. PUBLIC ENT!TY POOL FOR LIABILITY

The Authority is exposed to various risks of loss related to torts; theft of damage te, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters,
The Authority is uninsured for property loss. 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 incfudes coverage for risks associated with automobile liability and general tort
liakility {including public officials’ errors and omissions liakility, medical malpractice liability,
law enforcement liability, and products liability) through the State’s Public Entity Pool for
Liability Fund. Financial information relative to the self-insurance funds administered by the
State is presented in the State of South Dakota Comprehensive Annual Financiat Report.

27






Economic Development Finance Authority
November 5, 2015

BILL REQUIRING ACTION

Department of Legislative Audit $7,001.75
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427 SOUTH CHAPELLE
C/0 500 EAST CAPITOL
PIERRE SD 57601-5070

{605]773-35395
FAX{605)773-6464

MARTIN L. GUINDON. CPA

AUDITOR GENERAL
Remittance Advice
October 23, 2015
Finance Authority
Governor's Office of Economic Development
Dolly-Reed Plaza
Pierre SD 57501
Total Billed: $7,001.75
DLA Funding Information:
Company Account Center Amount
1000 4523200 2880
1000 4533100 2880 $7,001.75
1000 4583100 2880
1000 4583300 2880
1000 4583500 2880
Total Billed: ' $7,001.75

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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Finance Authority

Governor's Office of Economic Development
Dolly-Reed Plaza

Pierre 3D 57501

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

For the audit of the fiscal affairs of the Finance Authority for the period ended June 30, 2014,

Total Hours: 110.5 hours
Non-hillable General Fund: 0.0 hours
and 110.5 hours billable at the following rates:
7.5 hours at the Fiscal 2015 rate of $61.50 per hour $461.25
103.0 hours at the Fiscal 2016 rate of $63.50 per hour $6,540.50
110.5 $7,001.75

Cost Center Breakdown:
General Programs 110.5 hours $7,001.75
110.5 hours $7.001.75

| 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.

Dated th?ﬁndday of Octetrer, 2015,
é

Wi ? E

Martln L. Gumdon CPA ~
Auditor General
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