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A Rr~ iul< A N1)t]<SJ~N 1,1 ,P 

REPO RT O F IN D EPEN D EN T PU BLIC A C CO U N TA N TS 

To the M em ber of 
Louisiana G row th Fund, L.L.C 

W e have audited file accom panying statem ents of financial position of Louisiana Grow th Fund, 

L.L.C. (the "Fund") as of December 31,1998 and 1997, including the schedule of investments as of 
Decem ber 31, ]998, and the related statem ents of operations, changes in m em ber's equity and cash 

flows for the year ended December 31, 1998 and the period November 1, 1997 (inception) to 
D ecem ber 31, 1997. These financial statem ents are the responsibility of the Fund's m anagem ent. 
O ur responsibility is to express an opinion on these financial statem ents based on our audits. 

W e conducted our audits in accordance w ith generally accepted auditing standards and w ith 
Goverm nent A uditing Standards, issued by the Com ptroller G eneral of the United States. Those 
standards require that w e plan and perform  the audit to obtain reasonable assurance about 
w hether the financial statem ents are free of m aterial m isstatem ent. An audit includes exam ining, 
on a test basis, evidence supporting the am ounts and disclosures in the financial statem ents. O ur 
procedures included count or coI~firm ation by correspondence w ith the custodian of securities 
ow ned at Decem ber 31, 1998. An audit also includes assessing the accounting principles used and 
significant estim ates m ade by m anagem ent, as w ell as evaluating the overall financial statem ent 
presentation. W e believe that our audits provide a reasonable basis for our opinion. 

As discussed in N ote 3, the inveshnent securities included in the financial statem ents and the 
accom panying schedule of investm ents have been valued by the M anager using valuation criteria 
applicable to the Com pany. Such investm ent securities have been valued at Decem ber 31, 1998 and 

1997 at $1,558,506 and $0 (31% and 0% of net assets), respectively. These values have been 
estim ated by the M anager in the absence of readily ascertainable m arket values. W e have review ed 
the procedures used by the M anager in preparing the valuations of the investm ent securities and 
have inspected the underlying docum entation as appropriate. H ow ever, in the case of those 
securities w ith no readily ascertainable m arket values, because of inherent uncertainty of valuation, 
the M anager's estim ate of values m ay differ significantly from  the values that w ould have been 
used had a ready m arket existed for the securities, and the differences could be m aterial. 

In our opinion, the financial statem ents referred to above present fairly, in all m aterial respects, the 
financial position of Louisiana Grow th Fund, L.L.C. as of Decem ber 31, 1998 and 1997, including 
the schedule of investm ents as of Decem ber 31, 1998, and the results of its operations and its cash 



flows for tile year ended December 31, 1998 and the period November 1, 1997 (inception) to 
Decem ber 31, 1997, in  conform ity w ith generally accepted accounting principles. 

Chicago, Illinois 
M arch 19, 1999 



LO U ISIA N A  G RO W TH  FU N D , L.L.C. 

STA T EM EN TS O F FIN A N C IA L PO SITIO N  

A s of D ecem ber 31,1998 and 1997 

A SSET S 

Investments at fair value (cost of $1,558,506 and $0 respectively) 
(Note 3) 

Cash and cash equivalents 
D ividends receivable 
Accrued interest receivable 

Total assets 

I.IABILITIES AN D M EM BER'S EQUITY 

Accrued expenses and other liabilities 

M em ber's equity 

Total liabilities and m em ber's equity 

1998 1997 

$ 1,558,506 $ 
3,461,505 5,000,366 

19,640 
14,883 

$ 5,054,534 $ 5,000,366 

$ 24,091 

5,054,534 4,976,275 

$ 5,054,534 $ 5,000,366 

The accom panying notes to financial statem ents 
are an integral part of these statem ents. 



LO U ISIA N A G RO W TH  FU N D , L.L.C . 

SCH ED U LE O F IN V ESTM EN TS 

A s of D ecem ber 31, ~1998 

Com vanv/D escrilotion of Securi 

G lass M asters, LLC: 

14 % promissory note, due 10/31/2005 

P.J.'s Coffee and Tea Com pany, Inc.: 

12 % promissory note, due 8/3/2003 

H .B. Rentals, LC: 

12% promissory note, due 8/3/2003 

Professional Em ployer Services, Inc.: 

Series D Convertible preferred stock 
Series E Convertible preferred stock 

Total investm ents 

N um ber of 
Shares or 
Face V alue Cost 

V aluation 
by 

M anager 

500,000 $ 500,000 $ 500,000 

200,000 203,378 203,378 

138,461 138,461 138,461 

60 
73.2 

666,667 

~o,9oo 
666,667 
50,000 

$ 1,558,506 $ 1,558,506 

The accom panying notes to financial statem ents 
are an integral part of this schedule. 



LO U ISIA N A  G RO W TH  FU N D , L.L.C . 

STA TEM EN TS O F O PER A TIO N S 

For the Year Ended D ecem ber 31,1998 and 

the Period November 1,1997 (inception) to December 31,1997 

IN V ESTM EN T IN CO M E: 
Interest-bearing deposits 
D ividend incom e 

EXI'EN SES 

Total investm ent incom e 

M anagement fees (Note 6) 
Professional fees 
O ther expenses 

Total expenses 

Net profit (loss) from operations 

1998 1997 

$ 161,775 
51,971 

213,746 

125,000 
6,500 
3,987 

135,487 

366 

20,834 
3,257 

24,091 

$ 78,259 $ (23,725) 

The accom panying notes to financial statem ents 
are an integral part of these statem ents. 



LO U ISIA N A G RO W TH  FUN D , L.L.C 

STATEM ENTS OF CHANGES IN M EM BER'S EQUITY 

For the Year Ended D ecem ber 31,1998 and 

the Period November 1,1997 (inception) to December 31, 1997 

Initial capital contribution- 
N ovem ber 1, 1997 

N et loss from  operations 

BA LA N CE, D ecem ber 31,1997 

N et profit from  operations 

BA LA N CE, D ecem ber 31, 1998 

Louisiana 
Econom ic 

D evelopm ent 
Corporation 

$ 5,000,000 

(23,725) 

$ 4,976,275 

78,259 

$ 5,054,534 

The accom panying notes to financial statem ents 
are an integral part of these statem ents. 



LO U ISIA N A G R O W T H  FU N D , L.L.C. 

STA TEM EN TS O F CA SH  FLO W S 

For the Year Ended D ecem ber 31, 1998 and 

the Period November 1,1997 (inception) to December 31,1997 

O PERATIN G A CTIV ITIES: 

Net profit (loss) from operations 
Adjustnrents to reconcile net profit (loss) to cash 
(used in) provided by operating activities - 

hrcrease in dividends receivable 

hrcrease in interest receivable 

lncrease (decrease) ill accrued expenses and 
other liabilities 

Funding of investm ents 

Net cash (used ill) provided by operating 
activities 

FIN A N CIN G A CTIV ITIES: 

Capital contributions 
N et cash provided by financing activities 

1998 1997 

$ 78,259 $ (23,725) 

(19,640) 
(14,883) 

(24,091) 

(1,558,506) 

(1,538,861) 

24,091 

366 

5,000,000 

5,000,000 

Increase (decrease) ill cash and cash (1,538,861) 5,000,366 

Cash and cash equivalents, begim ling of period 5,000,366 

Cash and cash equivalents, end of period $ 3,461,505 $ 5,000,366 

The accom panying notes to financial statem ents 
are an integral part of these statem ents. 



LO U ISIA N A G RO W TH FU N D , L.L.C . 

N O TES T O  FIN A N CIA L STA TEM EN TS 

D ecem ber 31,1998 and 1997 

1. N A TU RE A N D  O RG A N IZA TIO N  

Louisiana Growth Fund, L.L.C. (the "Fund") was formed under the laws of the State of 
Louisiana on N ovem ber 1, 1997 to provide venture capital financing through debt or 
equity investm ents in sm all business enterprises m aintaining headquarters and 
production facilities in Louisiana. The Fund is com prised of one m em ber, Louisiana 

Economic Development Corporation ("LEDC'), a public authority created pursuant to 
Title 51 of the Louisiana Revised Statutes of 1950. 

Pursuant to an Investm ent and M anagem ent Services Agreem ent dated N ovem ber 1, 

1997 (the "Agreement"), the Fund is managed by Banc One Capital M arkets, Inc. 
("BOCM'or the "M anager"), formerly known as Banc One Capital Corporation. BOCM 
provides the Fund w ith adm inistrative services and is reponsible for identifying, 
investigating, evaluating and m aking investm ents in sm all business enterprises. Profits, 
losses and cash flow s are allocated to LEDC and BOCM  as set forth in the Agreem ent. 

The Fund w ill continue until N ovem ber 1, 2007, unless term inated prior to that date due 
to com plete liquidation of investm ents. The Fund m ay be extended for up to tw o years 
to allow for liquidation of assets. 

2. SU M M A RY O F SIG N IFIC A N T A C CO U N TIN G PO LICIES 

The accounting and reporting policies of the Fund conform  w ith generally accepted 
accountin g principles and general practices w ithin the ventu re capital industry. The 
accounting policies that significantly affect the determ ination of financial position, cash 
flow s or results of operations are presented below . 

a.. Basis of Presentation and U se of Estim ates: The Fund uses the accrual basis of 
accounting and uses estim ates determ ined by the M anager for the fair value of its 
portfolio investm ents. The preparation of financial statem ents in conform ity w ith 
generally accepted accounting principles requires m anagem ent to m ake estim ates 
and assum ptions that affect the reported am ounts of assets and liabilities and 
disclosure of contingent assets and liabilities as of the date of the financial 
statem ents and the reported am ounts of revenues and expenses durin g the reported 
period. Actu al results could differ significantly from  those estim ates. It is at least 
reasonably possible that a m aterial change in estim ated fair value of investm ent 
securities could occur in the near term . 



b. Cash and Cash Equivalents: For purposes of the statem ent of cash flow s, the Fund 
considers am ounts due from  depository institutions to be cash and cash equivalents 

Investm ents: The Fund records its debt and equity investm ents at estim ated fair 
value using criteria established by the M anager. In preparing the financial 

statements, the Manager is required to make significant judgments that affect the 
reported am ounts of investm ents 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 are susceptible to change. The 
M anager believes that investm ent values are appropriate. W hile they use available 
inform ation to determ ine the estim ate of fair values of investm ents, future 

adjustments may be necessary based on changes in economic conditions. 

Fair value, as determ ined by the M anager, generally is considered to be the am ount 
that flae Fund m ight reasonably expect to receive for its investm ents if negotiations 
for sale w ere entered into on the valuation date. Valuation as of any particular date, 
how ever, is not necessarily indicative of an am ount that the Fund ultim ately m ay 
realize as a result of a future sale or other disposition of the investm ents. 

The valuation policies of the M anager in determ ining the fair value of the Fund's 
investm ents include the follow ing: 

~ Securities, listed on exchanges that are not restricted as to salability or 
h'ansferability are valued at the average of the closing price as of the valuation 
date and the preceding tw o days. If any listed security does not trade on such 
date, then the average of the closing high bid and low asked prices is used. 

Unlisted securities that are readily m arketable are valued at the average of the 
bid prices at the close for the valuation date and the preceding tw o days. 

Securities, w hether listed or unlisted, for w hich m arket quotations are available
, 

but w hich are restricted as to salability or transferability, are valued as provided 
in the above subsections, less a discount from  the value thereof as determ ined in 
good faith by the M anager. In determ ining the am ount of such discount, the 
M anager considers the nature and term  of such restriction and relative volatility 
of the m arket price for such security. 

Securities for w hich m arket quotations are not readily available are valued at fair 
value as deterxrdned by the M anager. In m aking its valuations, the M anager 
considers the cost of the investm ents and developm ents shlce the acquisition of 
the investm ents. Generally, these securities are carried at cost, w hich in the 
M anager's view approxim ates fair value, unless significant events have occurred 
to change this value. Portfolio com panies that raise significant additional 
financing from  a group, including new  institu tional investors, are typically 
valued using the per share price of this new financing. Portfolio com panies that 
experience significant operating problem s m ay be reduced in value if the 
M anager determ ines that these problem s have caused a fundam ental reduction 
in com pany value. W here a com pany has been self-financing and has had 



positive cash flow from operations for at least the past tw o fiscal years asset 

value m ay be increased based on a financial measure regarding price/earnings 
ratios or cash flow m ultiples, or other appropriate financial m easures of sim ilar 
publicly traded com panies, discounted for illiquidity. 

Incom e Recognition: Interest incom e earned by the Fund is recognized on the 
accrual basis of accounting, Dividend incom e is recognized on the ex-dividend date 
G ains and losses on sales of securities are determ ined on an identified security basis 

and are reported as a component of realized gains (losses). Purchases and sales of 
investm ents are recorded on a trade-date basis. 

Interest incom e on loans w hich are classified in investm ents is generally accrued on 
the principal balance outstanding. The accrual of interest incom e on loans is 
discontinued w hen the receipt of principal and interest on a tim ely basis becom es 
doubtful. Any accrued interest is reversed w hen a loan is placed on nonaccrual. 

3. IN V ESTM EN TS 

Investm ents valued at $1,558,506 as of December 31, 1998 represent securities for which 
m arket quotations are not readily available and, consistent w ith the Fund's policy, are 
rc41ected at fair value as determ ined by the M anager. H ow ever, because of the inherent 
uncertainty of valuation, those estim ated values m ay differ significantly from  the values 
that w ould have been used had a ready m arket for the securities existed. Such securities 
are restricted as to salability or transferability. 

4. IN C O M E TA XES: 

The Fund m akes no provision for federal incom e taxes as taxable incom e and loss is 
allocated to LEDC, the equity m em ber. 

5. RELA TED  PA RTY TR A N SA CTIO N S: 

U:nder the Agreem ent, BOCM will receive an amm al fee of 2.5% of the initial $5,000,000 
capital contribution less any funds returned to the Fund from  the sale or liquidation of 

inw~stments, adjusted quarterly. In addition to the annual fee, BOCM is entitled to 
receive 20% of net profits of the Fund after the initial $5,000,000 capital contribution is 
recovered by the Fund in cash or publicly m arketable securities. The Fund incurred 
m anagem ent fee expenses of $125,000 and $20,834 to BOCM in 1998 and 1997, 
respectively. 

At Decem ber 31, 1998 and 1997, the Fund held $3,461,505 and $5,000,366 respectively, of 
cash with an affiliate of BOCM, Bank One, Louisiana, NA ("BOLA"). As required by 
term s of the A greem ent and in com pliance w ith state regulations, BO LA pledges 
securities, w hose value m ust be equal to at least 100% of the am ount on deposit w ith 
national banking associations in excess of Federal Deposit Insurance Corporation 



-4- 

insurance. A s of Decem ber 31, 1998 and 1997, U .S. Governm ent or Governm ent Agency 
Securities w ith a m arket value of approxim ately $4,066,880 and $5,771,000, respectively, 
w ere pledged for the Fund by BO LA. 



A I{IHUR A NI)ERSt !N 1 ,] ,] 

REPO RT O N CO M PLIAN CE A N D O N  IN TERN A L CO N TRO L O V ER FIN A N CIA L 
REPO RTIN G BA SED O N  AN  A U D IT O F FIN A N CIA L STATEM EN TS PERFO RM ED IN 

A CCO RD A N CE W ITH  G O VERN M EN T A UD ITIN G STA N DA R D S 

To the M em ber of 
Louisiana G row th Fund, L.L.C. 

W e have audited the financial statements of Louisiana Growth Fund, L.L.C. (the "Fund") as of 
Decem ber 31, 1998 and 1997 and for the year ended Decem ber 31, 1998 and the period 

November 1, 1997 (inception) to December 31, 1997, and have issued our report thereon dated 
M arch 19, 1999. W e conducted our audits in accordance w ith generally accepted auditing 
standards and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Com ptroller G eneral of th e Ui~ited States. 

C orn~ liance 
As part of obtaining reasonable assurance about w heth er the Fund's financial statem ents are 
free of m aterial misstatem ent, w e perform ed tests of its com pliance w ith certain provisions of 
law s, regulations, contracts and grants, noncom pliance w ith w hich could have a direct and 
m alerial effect on th e detern~nation of fin ancial statem ent am ounts. H ow ever, providing an 

opirtion on compliance with those provisions was i'tot an objective of our audits and, 
accordingly, w e do not express such an opinion. The results of our tests disclosed no instances 
of' noncom pliance that are required to be reported under Government Auditing Standards. 

h~:ternal Control Over Financial ReporhL~ g 
In. plarming and perform ing our audits, w e considered th e Fund's internal control over 
financial reporting in order to determ i~xe our auditing procedures for th e purpose of 
expressing our opinion on th e fin ancial statem ents and not to provide assurance on the 
in ternal control over financial reporting. O ur consideration of the internal control over 
financial reporting w ould not necessarily disclose all m atters in th e internal control over 
financial reporting that m ight be m aterial w eaknesses. A m aterial w eakness is a condition in 
w hich the design or operation of one or m ore of the internal control com ponents does not 
reduce to a relatively low level the risk that m isstatem ents in am ounts that w ould be m aterial 
in relation to th e financial statem ents bein g audited m ay occur and not be detected w ith in a 
tim ely period by em ployees in the norm al course of perform ing th eir assigned functions . W e 
noted no rnatters involvin g th e internal control over financial reportin g and its operation that 
w e consider to be m aterial w eaknesses. 

This report is h~tended for the inform ation of tire m em ber, M anager, and the State of 
Louisiana. H ow ever, this report is a m atter of public record and its distribution is not lim ited 

Chicago, Illinois 
M arch 19, 1999 


