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INDEPENDENT AUDITOR'S REPORT 

The Board of Directors Louisiana Economic Development Corporation Baton Rouge, Louisiana 

John S. Dowling, CPA (1904-1984) Harold Dupre CPA Retired 

We have audited the accompanying general purpose financial statements of Lo'disiana Economic Development Corporation, a component unit of the State of Lo,aisiana, as of June 30, 1997, and for the year then ended as listed in the foregoing table of contents. These general purpose financial statements are the responsibility of the management of Louisiana Economic Development Corporation. Our responsibility is to express an opinion on these genera], purpose financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of the United States. Those standards require t:hat we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of mater~al misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the o~erall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. In our opinion, the general purpose financial statements referred to above present fairly, ~n all material respects, the financial position of Louisiana Economic Development Corporation as of June 30, 1997, and the results of its operations and cash flows for the year then ended in conformity with generally accepted accounting principles. In accordance with Government AuditinK___Standards we have also issued our report dated September 23, 1997 on our consideration of Louisiana Economic Development Corporation' s internal control over financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grants. 

P. O. BOX 433 4766 1149 North Service Road Opelousas, Louisiana 70571-0433 Telephone 318-948-4848 Telefax 318.948 6109 



The Board of Directors Lcuisiana Economic Development Corporation Ps ge 2 
Our audit was performed for the purpose of forming an opinion on the genera] p~rpos( financial statements taken as a whole. The information contained in the com],i~inL financial statements and the Consolidated Supplemental. Schedule of InvestmeiAs is p~esented for purposes of additional analysis and is not a required part of the g(~ a] purpose financial statements. Such information has been subjected to the audi:i~if p~ocedures applied in the audit of the genera] purpose financial statements a1~d, i!~ our opinion, is fairly stated in all material respects in relation to the g(nc~sl purpose financial statements taken as a whole. 
Opelousas September Louisiana 23, 1997 



ASSETS 

LOUISJANA ECONOMIC DEVELOPMENT CORPORATION BATON ROUGE LOUISIANA COMBINED BAL4NCE SHEET JUNE 30 1997 

Cash held in state treasury Short-term interest-bearing deposits with banks and other cash equivalents Total cash and cash equivalents Longer-term interest-bearing deposits with banks Investments - at fair value (cost $7,632,396) Loans, net Accrued vendor compensation receivable Accrued interest receivable Real estate owned, net Other assets Total assets 
LTABILITIES AND FUND EOUJTY LIABILITIES A~ards payable Accounts payable and accrued expenses Accrual for losses on loan guarantees Total liabilities 
FUND EQUITY Net unrealized appreciation (depreciatSon) in investments Retained earnings Reserved for EDAP Reserved for workforce development Unreserved Total fund eouitv Total liabilities and fund eouitv 

See accompanying notes to financial statements 

ENTERPRISE FUNDS (Memorsnduu O11] y) 1997 1996 
$56,639,970 $42,200,7]8 580 082 57.220.052 671 863 42.872.58] 8]8 551 168 45] 281 269 59 

267 340 339 086 037 280 852 

$881,778 iii,166 __.1,912,532 __2-,905,476 
1.176.014 4,698,645 7,630,931 61,455,098 ~/4,960,688 

$63. 096 2,24l~Q02 2,3o4 ~0%~ 

259,057 58,3] 5 ~7~! 58,16_7 ~ 6_~;_<! 



G 

OUIS]ANA ECONOMIC DEVELOPMENT CORPORATION BATON ROUGE LOUISIANA 

Interest income Interest on loans Interest on investments Interest on time deposits with banks and other Intergovernmental Vendor compensation Appropriation from state Guarantee fees Other Total oDeratin~ revenues 
Provisions for losses Loans Guarantees Salaries and employee benefits Management and professional fees Administrative fees EDAP awards Workforce development and training awards DECA awards Advertising and promotional - Workforce Other otal oDeratin~ e 
NONOPERATING REVENUES (EXPENSES Net realized gain (loss) on investments Change in unrealized appreciation (depreciation) of investments Total nor~omeratin~ revenues 
NET INCOME le_xpens~.-sl 
See accompanying notes to financial statements 

30 
ENTERPRISE FUNDS (Memorandun Only) 1997 1996 
$91,985 2,814,842 435.963 9,116,803 5,000,000 66,206 __ 84,89__6 17,610,695 
(401,741) (142,313) 374,398 157,890 124,199 301,355 225,683 689,596 973,686 103,575 _~2 ~406,328 

$]4~,490 1,89],646 529.038 8. 758. 535 56,483 84~t5] II, 464~34 [~ 
37.]67 35] 152 120 75] ]93 289 
6_4~03 725 833 15,204,367 lO,73~fd(! 

5,490 _L,583,14! 1,588,637 
680. ~7] ( ] ~S_33) 



Balances at July I 

LOUISIANA ECONOMIC DEVELOPMENT CORPORATION 

Prior period adjustment 
RETAINED EARNINGS 

NET UNREALIZED APPRECIATION CAPITA (Memorandt~m Only) (DEPRECIATION) 1997 1996 
$58,574,817 $(407,133) $58,167,684 $47,155,436 (245 ~!OQ) Adjusted bslances at July 1 58,574,8].7 (407,133) 58,167,684 46,9]0,436 Net income Balances at June 30 15L20~857 1,583,147 i__6,793,004 ii~257,748 73333~4,674 I~176,014 74 960 688 58 167 684 

See accompanying notes to financial statements 



~ISIANA ECO C DE OUGE OF FOR T 

IES 

0. 1 

Net income Adjustments to reconcile net income Net realized (gain) loss on sale of investments Change in unrealized loss (gain) on investments Provisions for losses on loans and guarantees Decrease in accrued vendor compensation Increase in accrued interest receivable Increase in other assets Increase in accounts payable and accrued expenses Increase in awards payable Net cash provided b~ operat~!~aetivities 
Increase ill longer-term interest-bearing with banks Purchase of investments Proceeds from sale of investments Net loan repayments and recoveries d vestJn~ actlVltles NCREAS 

deposits 

CASH AND CASH EQUIVALENT_S, beginning of year CASH AND CASH EQUIVALENTS, end of year PPLEMENTAL SCHEDULE OF NONCASH INVE~I!N[~ A5IJv~J~ EDAP loan closed but undisbursed st June 30, 1997 
See accompanying notes to financial statements 

IC 

1997 (Memorand~m~ Only) 1996 
$16,793,004 $Ii,257,74g (5,490) (1,583,147) (544,054) 65,272 (99,665) (8,409) 48,070 531,778 15,197,359 
(862,048) (795,691) 127,257 -- 680,594 

(680,871) ]62,]33 37,]67 1,]27,430 (740) (59,852) 42.084 11,884~599 

_(849,888) ]2L(,6~ 14,347,471 4j2~872,58! 5-7 220 052 
12.062.268 
30,8!o, ~!!~ 



LOUISIANA ECONOMIC DEVELOPMENT CORPORATION BATON ROUGE LOUISIANA NOTES TO COMBINED FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30. 1997 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES A. ORGANIZATION 

B 

The Louisiana Economic Development Corporation is a public authority v:l~ose purpose is to stimulate the flow of private capital in the form of ]on~.-tcrm leans and other financial assistance for the sound financing oi the development, expansion, and retention of small business concerns in the State of Louisiana as a means of providing high levels of eraployment, income gl owth, and expanded social and economic opportunities, especially to disadva1~taged persons and within distressed areas. It is a component unit of the St~te of Louisiana and was authorized by Louisiana Revised Statutes 51:2311. 
Gover:~ental Accounting Standards Board Statement No. 14 established criteria for determining which component units should be considered part of the State of Louisiana for financial reporting purposes. The basic criterion for including a potential componentunit within the reporting entity is financla] accountability. The GASB has set forth criteria to be considered in determining financial accountability. This criteria includes: Appointing a voting majority of an organization's governing body, a~Ld a. The ability of the State to impose its will on that organizatJo and/or h. The potential for the organization to provide specific financial benefits to or impose specific financial burdens on the st:ate. Organizations for which the state does not appoint a voting maj or i t y but are fiscally dependent on the state. Organizations for which the reporting entity financial statements would be misleading if data of the organization is not included because of tile nature or significance of the relationship. The Louisiana Economic Development Corporation is considered to be a com]>oncllt unit of the State of Louisiana due to the fact that the state appoints its Board of Directors and has the ability to impose its will on the organJ zat:io1~. The accompanying combined financial statements present only transactioi~s of the Louisiana Economic Development Corporation and its consolJ dat ed subsidiaries, and the Economic Development Awards Program, and the Workfo~c~ Development and Training Program, which collectively are a component u1~it of the State of Louisiana. Pursuant to the provisions of Louisiana Revised Statutes 51 : 2311. ] . t he Economic Development Awards Program, ("EDAP"), was created and placed u~der the authority of the Board of Directors of the Louisiana Economic DevelopHcllt Corporation to serve as the sole mechanism through which the Departm~ llt o~ Economic Development evaluates, financially assists, awards appropriatioi~s, 



LOUISIANA ECONOMIC DEVELOPMENT CORPORATION BATON ROUGE LOUISIANA ES TO COMBINED FINANCIAL STATEME V~R T~ YEAR ENDED JUNE 30 1997 
I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED B. REPORTING ENTITY - CONTINUED grants, or loans, engages in joint ventures, or provides incentives or involvements to industrial and business development projects that p~onote economic development and that require state assistance for basic infrastructure deve i opment. Pursuant to the provisions of Louisiana Revised Statutes 51:2331, the Lou5 s iana Workforce Development and Training Program was created to develop and p] ovi de customized workforce training programs to existing and prospective Loui s iana businesses as a means of improving the competitiveness and productivSty of Louisiana's workforce and business community; upgrading employee skills for new technologies or production processes; and assisting Louisiana businesses in promoting employment stabilJ ty. Annually the State of Louisiana through the Louisiana Division of Ad~ninistration, Office of Statewide Reporting and Accounting Policy issues both comprehensive and general purpose financial statements which include the activity contained in the accompanying general purpose financial statements as an enterprise fund. The general purpose financial statements are audJ ted by the Louisiana Legislative Anditor. C. BASIS OF CONSOLTDAT~ON 

D 

The financial statements contained in this report include the consolSdated financial condition and results of operations of Louisiana Economic Deve] opment Corporation and its wholly owned subsidiaries, Louisiana Fund Corporation and Louisiana Ec.onomic Development Corporation Louisiana Venture Fund (collect ively "LEDC") . All significant intercompany accounts have been eliminated in consolidation. 
The accounts of Louisiana Economic Development Corporation are organized oi~ the basis of funds, each of which is considered a separate accounting e~it~ty. The operations of each fund are accounted for with a separate set of self- balancing accounts that comprise its assets, liabilities, fund equity, revelkues and expenses. Government resources are allocated to and accounted ~or i~ individual funds based upon the purposes for which they are to be spent and the means by which spending activities are controlled. The funds con~ai~e@ in the financial statements in this report are included under one broad fu[14 category and one generic fund type as follows: Proprieta_~ Fund Enterprise Fund kq~ere the governing body has decided that determination of revenues earned, expenses incurred, and/or net appropriate for capital maintenance, public policy, management accountability, or other purposes. 



LOUISIANA ECONOMIC DEVELOPMENT CORPORATION BATON ROUGE LOUISIANA NOTES TO COMBINED FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30. 1997 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED E. USE OF ESTIMATES The general purpose financial statements have been prepared in conformit\' wi th generally accepted accounting principles. In preparing the general purpose financial statements, management is required to make estimates and assumpt ions that affect the reported amounts of assets and liabilities as of the date ol the genera] purpose financial statements. Actual results could di ffer significantly from those estimates. Material estimates that are particularly susceptible to significant change relate, to the determination of the fair value of investments, the allowance for losses on loans and guarantees, and the valuation of real estate acquired in connection with foreclosures or in satisfaction of loans. In connection with the determination of the allowances for losses on loans and foreclosed real estate, management obtains independent appraisals for significant properties. While management uses available information to recognize losses on loans and guarantees and foreclosed real estate, future additions may be necessary based on changes in economic conditions. In addition, the Office of FJnalmia] Institutions, as an integral part of its examination process, periodically review LEDC' s allowances for losses on loans, guarantees, and foreclosed real estate. As: a result of these examinations, LEDC may be required to recognize addi tions to the allowances based on the regulators ' judgements about information available to them at the time of their examination. F. BAS]S OF ACCOUNTING LEDC is accounted for on a flow of economic resources measurement focus. Wi~h this measurement focus, all assets and liabilities associated with the operations of LEDC are included on the balance sheet. The combined sta~E~merlt of revenues and expenses present increases (e.g. , revenues) and decreases (e.g., expenses) in retained earnings. LED(; is a proprietary fund type which is accounted for using the accrual basi.~; of accounting. Its revenues are recognized when they are earned, an~-I its expenses are recognized when they occur. G. CASH AND CASH EOUIVALENTS Cash and cash equivalents include investments in highly liquid deb'. instruments (including LEDC's share of pooled investments held in the ~tatc treasury) with a maturity of three months or less when purchased. 



C CO BATON ROUGE. LOUISIANA NOTES TO COMBINED FINANCIAL STATEMENTS FOR THE YEAR 99 
I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED K. INVESTMENTS - CONTINUED In preparing the financial statements, the corporation's management is requi~ed to make significant judgments that affect the reported amounts of investments as of the date of the balance sheet and the change in unrealized appreciation (depreciation) for the period. The process of valuing investments requires significant judgments that arc. particularly susceptible to change. The corporation' s management believes that investment values are appropriate. While the corporation' s managemeni uses avaJ fable information to recognize declines in investment values, I ut ure adjustments may be necessary based on changes in economic conditions or c],anges in the results of the operations of investee companies. The valuation policies of the corporation's management in determining th~ fai r value of the corporation's investments include the following: ~ Marketable securities listed on a national securities exchange are valued ~t tl~eir ~lo~ing ~ale~ price o~ the valuation date~ ~ Marketable securities tracled over-the-counter are valued at their closing bid price on the valuation date, as reported in the National Association of Securities Dealers' Automated Quotation System (NASDAQ) or il 1~ot reported in NASDAQ, as reported by the National Quotation Bureau (or a~y successor to such organization); ~ Restricted securities (securities ~ot freely marketable, but part of a class of securities listed on a national securities exchange or ~raded over-the-counter) are valued at a discount from the security's value determined under the above subsections, reflecting their limited marketability; and ~ All other securities are valued initially at cost with subsequent adjustments to values which reflect meaningful third-party transactions in the private market or at fair market value reflecting, in any eye,it, their marketability, the business and prospects of the issuer ol such securities and other relevant factorS. L. ACCRUED VENDOR COMPENSATION RECEIVABLE Vendor compensation is generally collected approximately three mont}is iii arrears. At the balance sheet date, estimates of the amount receivable are made based upon current and h~ stor~c trends in the level of vendor compensation. 



LOUISIANA ECONOMIC I)EVELOPMENT CORPORATION BATON ROUGE LOUISIANA NOTES TO COMBINED FINANCIAL STATEMENTS FOR THE YEAR ENDED JI~NE 30. 1997 
i. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED M. STATE APPROPRIATION AN[) POOLED INrVESTMENTS Effective June 18, 1996 the vendors' compensation funds received by LEDC were dedicated solely to the Workforce Development and Training Fund which was administered by LEDC through June 30, 1997. The Louisiana Legislature has authorized LEDC to withdraw approxil~ately $18,909,690 from the state treasury in the year ended June 30, 1998. 11 that amount prowls insufficient to fund LEDC's operating requirements, LEDC can, with the approval of the Louisiana Legislative Budget Committee, withdraw additional funds from the state treasury. These additional withdrawals are limited to LEDC's share of pooled investments held in the state treasury. N. INCOME TAXES 
0 
Income accruing to LEDC is exempt from federal and state income taxes pursuant to Internal Revenue Code Section 115(1) since such income is derived from the existence of an essential goveri~l~ental function. 
Employees earn and accumulate annual and sick leave at various rates dep(ndJng on their years of service. The amount of annual and sick leave that i,Lay be accumulated by each employee is unlimited. Upon termination, employees or their heirs are compensated for up to 300 hours of unused annual leave ~t the employee's hourly rate of pay at the time of termination. Upon retlr(ment, unused annual leave in excess of 300 hours plus unused sick leave is used to compute retirement benefits. State law allows members of the Louisiana State Employees' Retirement System, upon application for retirement, the optJon of receiving an actuarially determined lump sum payment of annual and sick leave which would otherwise have been used to compute years of service for retirement. The liability for unused annual leave payable at June 30, ]997 is $29,345. The leave payable is recorded in the accompanying consolidated f inancial statements. P. ENCUMBRANCE ACCOUNTTN@ I,EDC does not employ encumbrance accounting Q. PRIOR YEAR MEMORANDUM ONLY The information for the prior year contained in the combined financial statements is presented under the caption "memorandum only" to indicat( lhat it is presented only to facilitate financial analysis. 



LOUISIANA ECONOMIC DEVELOPMENT CORPORATION BATON ROUGE LOUISIANA NOTES TO COMBINED FINANCIAL STATEMENTS FOR THE YEAR ENDED .HTNE 30 ]997 
2. DEPOSITS ~ITH BAN~ 

]3 

Under state law LEDC may deposit funds with any bank located within the star ( s~id organized under the laws of the State of Louisiana, any other state in the uz,fon, or under the ]aws of the United States. Further, LEDC may invest in time deposits or certificates of deposit of those banks. Bank deposits must be secured by federal depository insurance or the pledge of securities owned by the bank. The market value of the pledged securities wlu~t at all times equal or exceed 100% of the uninsured amount on deposit wi~b tbv bank. At June 30, 1997, the carrying amount of LEDC's cash and certificates ol deposit was $9,260,397 and the bank balance was approximately the same amount, O] the $9,260,397, approximately $2,280,082 is covered by FDIC insurance m~d by securities that are pledged as co]lateral and segregated by the Federal Reserw~ Bank in a pledge account. Approximately $6,980,315 is covered by securities he]d by the pledging financial institution in LEDC's name. 3, INVEStmENTS The cost: and estimated fair value, of the corporation's investments at 
Debt investments Equity investments Total investments 

including gross unrealized gains and losses June 30. 1997 were as follows: Gross Gross Unrealized Unrealized Cost Gains Losses Fair Value $I,]70,437 $-0- $(417,802) $752,635 6~461,959 2,128,540 (534,724) 8,055~!~, ~632,396 2 128 540 (952~526) 8 808 41(I 
Investments as of June 30, 1997, consist of securities for which market quot*~Jor~s are not readily available and, consistent with LEDC's policy, are reflected at fair value estimated by the corporation's or the respective suhsid~ary's management. Such securities are restricted as to salability or transferabJ]ity. Proceeds from sales of investments for the year ended June 30, 1997 were $127,2~7. Gross gains of $58,420 and gross losses of $52,930 were realized on those ~:a]c.~;. 



LOUISIANA ECONOMIC DEVELOPMENT CORPORATION RATON ROUGE LOUISIANA NOTES TO COMBINED FINANCIAL STATEMENTS FOR TIIE YEAR ENDED JUNE 30 1997 
INVESTMENTS - CONTINUED Gross gains and losses for the year ended June 30, 1997 consisted of tb~ following: 
Eouitv Securities Taylor Medical, Inc CEI Investments Totals 

Gains Losses 
$58,420 58,420 
$52,93O 

As ofJune 30, 1997, the following reductions in the carrying value of invest,!e1~ts have been recorded: Debt: instruments: Commercial technologies Petrochemical services Autoeount Equity instruments: Lifepoint systems Central pharmacy Autocount Commercial technologies Hirel Holding, Inc. 

$224,468 168,334 25.000 53,620 28,474 348,000 70,000 34,630 
In its normal course of business, the LEDC and its s~sidiaries become pa~ty to various financial transactions that involve various risks,, including mark(t an8 credit risk. The management of LEDC or its subsidiaries minimizes exposure to loss from inw~sting activities by evaluating the business and prospects of potential investee companies. In August 1996, Louisiana Venture Fund sold all assets acquired via datio~, ~rolr Phoenix Environmental to Petrochemical Service, Inc. The fund received promissory note for $60,000 and the right: to receive royalties based on ~u~ure revenue. In January ]997, Louisiana Venture Fund exchanged its preferred stock in ].ialJ1]( Power for 35,972 shares of common stock in Hirel Holding, Inc. , a public co1,~pa~y. The shares received are restricted for a period of 2-3 years depending upon Marin( Power's performance. The fund's shares are protected against certain decimates in the market price. 



LOUISIANA ECONOMIC DEVELOPMENT CORPORATION I~ATON ROIIC.E 1.OUT STANA NOTES TO COMB]NED FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30. 1997 
3. INVESTMENTS - CONTINUED In June 1997, Louisiana Venture Fund converted its US Agencies debenture i~to 250.000 shares of eonm~on stock. In August 1996, Louisiana Venture Fund converted its note from PreSonus to preferred stocks. At June 30, 1997, LEDC was committed to the following additional investments Lifepoint Systems $1,510 US Agencies 370,924 Gulfeoast Bidco 800,000 In connect:ion with the sale of investments in one investee company, LEDC entered into an agreement with the acquirer whereby LEDC may receive additional revenue earned ever a period of time based on the level of revenues generated by ~he investee company in future years. This contingent gain is not reflected Jn ~he accompanying consolidated financial statements. LEDC entered into agreements with investment managers to manage the operations of its subsidiaries through approximately fiscal 2000 or earlier if c~rtain conditions are met, as specified in the agreements. These subsidiaries had total assets of approximately $5,474,510 at June 30, 1997. Under these agreements, the investment managers will receive annual fees of 2.5% of the initial $5,000,000 capital contributed by LEDC. This initial base amount is reduced by any funds that are returned to LEDC in the form of a dividend or from the sale or liquidation of these investments, excluding any gain o~ loss realized, adjusted quarterly. In addition to this annual fee, the investment managers are entitled to receive 20% of net investment income and net realized gains from dispositions of investments by the subsidiaries after the iuilisl $5,000,000 of capital contributions are returned to LEDO as dividends. LEDC paid management fees to the investment managers of $128,365 in the year ended Julle 30, 1997. Under state law, LEDC may invest: in, among other things, obligations of the U.S. Treasury or any other federally insured investment as well as common or prefe1~ed stock of certain closely held businesses. 



6. LOANS 

LOUISIANA ECONOMIC DEVELOPMENT CORPORATION BATON ROUGE LOUISIANA NOTES TO COMBINED FINANCIAL STATEMENTS FOR TITE YEAR ENDED JUNE BO. 1997 
16 

The balance in the LEDC's loan portfolio consisted of the following at Juice 30 1997: Direct loans Participation loans Total loans Provision for loan losses Net loans 

$958,522 __.270,639 1,229,161 __(175,832) 1~53,329 Activity in the allowance for loan losses was as follows for the year ended June 30. 1997: Balance, July I, 1996 Provision charged to expense Gbarge-offs Recoveries Balance. June 30. 1997 
$304,000 (142,313) 14,145 

Pursuant to an evaluation by management and the Board of Directors, J t was determined that the reserves for losses on both loans and guarantees w~re overstated. Accordingly, for the year ended June 30, 1997, negative provisions of $142,313 and $401,741 (Note 5) were recorded for the loans and guarantees, respectively. 5. ACCRUAL FOR LOSSES ON LOAN GUARANTEES To meet the financing needs of its customers, LEDC is a party to various fJn;Jncia] inst:ruments with off-balance sheet risk in the normal course of business. These financial instruments consist primarily of financial guarantees. These instrLunents involve, to varying degrees, elements of credit and interest rat e rJ sk in excess of the amounts recognJzed in the combined balance sheet. The col~tract or notional amounts of those instruments reflect the extent of the involvement LEDC has in particular classes of financial instruments. LEDC's exposure to credit loss in the event of nonperformance by the other party to the fJn;n]c'Ja] instrLhment for financial guarantees is represented by the contractual no: ~ ona] amount: of those instruments. LEDG uses the same credit policies in makii~g th~se conm~itment s and conditional obligations as it does for on-balance sh~ et inst:r~mlents. LED(] evaluates customers' creditworthiness on a case-by-case basis. Th( amoun~ of eo] lateral obtained, if considered necessary by LEDC upon extension of creclJ t, is based on management's credit evaluation of the customer. 



LOUISIANA ECONOMIC DEVELOPMENT CORPORATION BATON ROUGE LOU]SIANA NOTES TO COMBINED FINANCIAL STATEMENTS FOR THE YEAR ENI)ED JUNE 30. 1997 
5. ACCRUAL FOR LOSSES ON LOAN GUARANTEES - CONTINUED Financial guarantees are conditional performance of a customer to a third financial guarantees is essentially facilities to its customers. 

]7 

commitments issued by LEDC to guarantee the party. The credit risk i~ivolved in issuin~ the same as that involved in extending loa1~ 
At June 30, 1997, LEDC had guaranteed approximately $7,650,127 of $I0,388,56& of loans to customers made by various banks. Changes in the accrual for losses on loan guarantees are summarized as follows Balance, July i, 1996 Provision charged to expense Recoveries Balance. June 30. 1997 REAL ESTATE O~ED 

$2,241,002 (401,741) __ 73,271 
The balance in real estate owned at June 30, 1997 consisted of the following Real estate owned Allowance for loss on real estate owned Real estate owned, net 

$528,000 (258,720) 
Real estate e~ed at June 30, 1997 consists of a building and approximately 20 acres of land located in Terrebonne Parish, Louisiana, which was acquired through foreclosure on a loan guarantee to Kirk Manufacturing, Inc. in prior years. At the time of foreclosure the entire balance of the guarantee was charged-off to the allowance for loss and the above property was never recorded on the books of the corporation. Accordingly, for the year ended June 30, 1996 an entry wa~ made to establish the real estate o~led account at the property's appraised value, as of Noven~er 1996, of $528,000 with a simultaneous adjustment to establish an allowance account necessary to reduce the carrying value to $269,280 which was the estimated fair value at June 30. 1996. On April i, 1997 LEDC entered into a cooperative endeavor agreement with ~he Terrebonne Parish Government (TPG), wherein TPG will assume responsibility a~ of April i, ].997, for a term of ten years, for obtaining a suitable tenant fc~r ~he property. The agreement provides that rental payments, after initial repair costs incurred by TPG are reimbursed, are to be split 75% to LEDC and 25% to TPG. ]he 75% paid to LEDC is to be acc~nulated and, at any time during the term c,f the agreement that payments equal the $269,280 agreed upon sale price, the title to the property will be transferred to TPG. 



FIXED ASSETS 

C TION OTES C TBE Y~A~ ENDED JUNE 30. ]997 S 
Fixed assets which consist: solely of furniture, fixtures reflected in the accompanying balance sheet at June 30 

18 

and equipment al( llot ~ 1997. Due to ~h~ inmlateriality of the items acquired the cost is generally expensed as incurred. Inventory records are maintained by the purchasing department of the Depaltment of Economic Development which conducts an annual physical inventory of each sub- department including LEDC. The additions and deletions sho~nl in the schedule of property includes transfers of furniture, fixtures and equipment between the various sub-departments of the Department of Economic Development including LEDC, at historical cost. LEDC does not capitalize and has not incurred any interest costs on fixed a~sets LEDC has no infrastructure assets As of and for the year ended June 30, 1997, LEDC had the following activity its fixed assets: Balance July I, 1996 
8. PRIOR PERIOD ADJUSTMENT 

Additions Deletions $~ 
Balance June 30, 1997 

A beginning retained earnings adjustment was made to the LEDC and Subsidiaries Fund and the Workforce Development and Training Fund to reflect $259,057 in ve~,dor compensation received by LEDC for June 18, 1996 through June 30, 1996, and not properly reflected on the books as belonging to workforce development and training. The net effect of this adjustment was $-0- on the combined fin~,nc~a] stat:ements. 9. RET] REMENT PLAN Plan Descrintio Substantially all employees of the Louisiana Econcm i c Development Corporation are members of the Louisiana State Employees' Retiren:~n~ System (17~SERS), a cost-sharing, multiple-employer defined benefit pension plan administered by a separate board of trustees. LASERS provides retir(m~:)t, disability, and survivor benefits to participating, eligible employees. Benefits are established and amended by state statute. Benefits are guaranteed by the State of Louisiana under provisions of the Louisiana Constitution ol 1974. ]AS]RS issues a publicly available financial report that include~ financial stat(.ir.c~ts and r~.~quired supplementary information,. This report may he obtaiJ~ed by wJ i t ing to Louisiana State Employees' Retirement System, Post Office Box 442]3, B~ton Rouge, Louisiana 70804-4213, or by calling (504) 922-0600. 



OUISIANA ECONOMIC DEVELOPMENT CORPORATION BATON ROUGE LOUISIANA ~OTES TO COMBINED FINANCIAL STATEMENTS FOR THE YEAR I~DED JUNE30, 1997 
9. RETIREMENT PLAN - CONTINUED Fundin~Pqlic~ - Plan members of the Louisiana Economic Development Corpolation are required by state ststtlte to cc)ntribute 7.5% of their annual covered s~]a~'y and the office (as the employer) is required to contribute at an actuaria]ly determined rate. The current employer rate is 13% of annual covered payroll. The contribution requirements of plan members and the employer are estab]Jsh~d by, and may be amended by, state law. As required by state law, the emp]oyer contributions are determined by actuarial valuation and are subject to chang(.(.acb year based on the results of the valuation for the prior fiscal year. The employer contribution is funded by the State of Louisiana throu[~ the annual legislative appropriation. The l,ouisiana Economic Development Corporation's employer contributions to LASERS for the years ended June 30, 1997, 1996 and 1995 were $39,519, $32,755 and $30,500 and were equal to the required contribution for each year. ]0. BOARD COMPENSATION AND PER DIEM The Board of Directors of LEDC do not receive compensation or per diems; however, they are reimbursed for travel expenses incurred on behalf of the corporation. The following schedule sets forth the names and amounts paid to board members fo~ travel expenses for the year ended June 30, 1997: Ton~y Vessel Leon Kahn Larry Porter A.3. Roy Ben Carson Randa] Moore 
II. COMMITMENTS AND CONTINGENCIES 

$552 539 1,327 152 1,157 220 

As of June 30, 1997, the Workforce Development and Training Program and the Economic Development Awards Program had approved a total of $4,129,438 and $4,868,475, respectively, in awards, of which $225,683 and $651,355, respective]y, had been submitted and approved for payment and included in the accounts p~vab]e of the respective funds. According]y, there remained $3,903,755 and $4,217,]20 in obligated but unpaid awards in the Workforce Development and Training P~ogl am and the Economic Development Awards Program, respectively, at year-end. ]2. SUBSEOUENT EVEN During the year ended June 30, 1997, the Louisiana State Legislature approved the transfer of administratiw{ responsibility for the Workforce Development and Training Program and the Economic Development Awards Programs from the L~I]C to the Department of Economic Development effective July I, 1997. Ther~ fore, effective July i, 1997, the balances remaining in these funds were transferred to the office of the secretary of the Department of Economic Development. 
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SUPPLEMENTAL INFORMATION 



EBT INVESTMENTS 

O SUBSIDIARIES 
JUNE 30, 1997 O 

Cost Valuation By Management 

$69,029 $69,029 Commercial Technologies, Inc. - Promissory note dated September 6, 1995, interest payable at 18%. due December 28, 1995 224,468 -0- Petrochemical Services, Inc. $60,000 secured promissory note, dated August 21, 1996, interest payable quarterly at i0%, annual principal installments of $I0,000 beginning on August 2], 1999. A royalty held on revenue is payable quarterly through August 2], 2001 282,625 114,29] Central Pharmacy Services, Inc. - 8% subordinated debenture, due December 31, 1988 219,316 219,316 Industrial Equipment Rentals, Inc subordinated debenture, due July 12% 2003 Autoeount, Inc. - $I0,000 promissory note dated October 1995, interest payable at 12% annually, due on demand Autocount, Inc. - $3,333 promissory note dated November 1995, interest payable at 12% annually, due on demand Autocount, Inc. - $3,333 promissory note dated December 1995, interest payable at 12% annually, due on demand Autocount. Inc. - demand note Fotal debt investments 
Continued on next page 

333.333 333.333 
I0.000 
3.333 3.333 
3,333 25,000 ].~170,437 

3,333 -0- 752,6~% 



DEVEI~PMEN] BATON ROUGE ]0RPORATION LOUISIANA SOLIDATED SU 

EO[]]TY INVESTMENTS 
~PN~L 30, 1997 S (CONT 

Cost 
~ulf Coast Business and Industrial Development Corporation - 45,455 shares of Class C common stock $1,700,000 

Valuation By Management 

New Orleans SBIDCO, Inc. - 2,000,000 shares of Class B, nonvoting common stock 2,000,000 2,000,000 United Agents Holdings, Inc. - 35,000 shares of Series A convertible preferred stock (8% c~unulat ire) 350,000 350,000 Life Point Systems, Ltd. - 1.776250% limited partnership interest 62,500 8,88( Central Pharmacy Services, Inc. - 7,(135 shares of 8% c~ulative preferred stock 120,158 91,684 
Industrial Equipment Rentals, Inc 56.359 shares of common stock 1,661 shares of 6% junior preferred stock Autocount, Inc. : 20,000 shares of Series A convertible preferred stock (8% cumulative) 12,000 shares of Series C convertib]e preferred stock 25,000 shares of Series D preferred stock 8,333 shares of Series B preferred stock 17,698 shares of Series D preferred stock 8,000 shares of Series C preferred stock 106.667 shares of common stock Cardiovascular Ventures, Inc. - 171,428.5 shares of Series C preferred stock Commercial Technologies, Inc. - 1,567,500 shares of common stock Continued on next page 

563 166.100 1,184,]03 166.]00 
200.000 -0 
48,000 i00,000 99,996 66,667 32,001 26.667 

-0- -0- 99,996 66,667 32,00] 26.667 
750.000 750.000 
70.000 -0 
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ONOMIC BATON ROUGE LOUISIANA CONSOLIDATED SUPPLEMENTAL SCHEDULE OF INVESTMENTS JUNK 30, 1997 
Cost 

Hirel llolding, Inc. - 3,592 shares of common stock $269,307 US Agencies, Inc. - 250,000 shares of common stock 250,000 Presonus Audio Electronics, Inc. - 1,000 shares of Series A preferred stock Veeder Root, final payout payment due September 30, 1997 Total eouitv investments Total investments 

150.000 
-0- 6,461,959 7,632.39~ 

Valuation By Manageme~t 
$234,677 1.175.000 
20,00Q 8,055,775 
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John Newton Stout, CPA Joel Lanclos, ,Jr., CPA Russell J. Stelly, CPA Dwight Ledoux, CPA Chizal S. Fontenoi, CPA James L. Nicho~son, Jr., CPA G. Kenneth Pavy, II, CPA Darren J. Cart. CPA 
JOHN S. DOWLING & COMPANY A CORPORATION OF CER'[ IFIED PUBLIC ACCOUNTANTS R'S REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUD]T OF FINANCIAL STATEMENTS GOVERNMENT AUDITING STANDARDS 

Board of Directors Louisiana Economic Development Corporation Baton Rouge, Louisiana 

John S. Dowlirlg CPA (1904 1984) Harold Dupre CPA Retired 

We have audited the general purpose financial statements of the Louisiana Economic Development Corporation as of and for the year ended June 30, 1997, and have issued our report thereon dated Septentber 23, 1997 generally accepted auditing standards and the contained in Government Audit~n~ Standards United States C_gmpliance 
We conducted our audit in accordallce wi tI standards applicable to financial auclJts issued by the Comptroller Genera] of th~ 

As; part of obtaining reasonable assurance about whether the Louisiana Economi( Development Corporation's financial statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regular J ons, contracts and grants, noncompliance with which could have a direct and material, effect on the determination of financial 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 that are required to be reported under Government Auditing Stojjd_al"dS. Internal Control Over Financial ReDortin~ In planning and performing our audit, we considered Louisiana Economic Deve]opmel~t Corporation' s internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over financial reporting. Our consideration of the internal control over financial reportiJ~g would not necessarily disclose all matters in the internal control over financial reporting that might be material weaknesses. A material weakness is a condition in which the design or operation of one or more of! the internal control components does not: reduce to a relatively low level the risk that misstatements in amounts that would be .fat erisl in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the internal control over financial reporting and its operation that we consider to be material weaknesses. 

P. O. Box 433 4766 1-49 North Service Road Opelousas, Louisiana 70571-0433 Telephone 318-948-4848 Telefax 318-9486109 
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This report is intended for the informatJ on of the Board of Directors, managemer~t , and the Louisiana Legislative Auditor. However, this report is a matter of public record and its distribution is not limited. 


