LOUISIANA TAX FREE SHOPPING COMMISSION

Commission Meeting

Wednesday. September 30, 2009

MINUTES
Meeting Location: Louisiana Department of Revenue, 7th Floor

617 North Third Street

Baton Rouge, Louisiana 

10:30 A.M.  

Commission Members Present:  Eugene Schreiber, LTFS Chairman and Managing Director, World Trade Center;  Earl Millet, Deputy Secretary, Louisiana Department of Revenue;  Gary Hall, Financial Director, Office of the State Treasurer (representing The Honorable John N. Kennedy, State Treasurer);  and Jim Hutchinson, Assistant Secretary, Louisiana Office of Tourism (representing Lt. Governor Mitch Landrieu). 

Also Present:
Denise Thevenot, Executive Director, LTFS



Joseph D’Arcangelo, Operations Director, LTFS 

Becky Bouchon, Heinz and Macaluso, L.L.C.

1.
CALL TO ORDER  
Chairman Eugene Schreiber called the meeting to order at 10:40 a.m. and thanked everyone for attending.  Denise Thevenot noted that Commissioner Chris Gillott was running late and would probably not be able to attend the meeting.  For the benefit of Jim Hutchinson, a first time attendee, Chairman Schreiber gave a brief history of the Tax Free Shopping Program, as well as some background information on the Commissioners.  Mr. Hutchinson then talked about his background prior to his position with the Louisiana Office of Tourism.  Following that conversation, Chairman Schreiber spoke about his recent resignation announcement from the World Trade Center.  Joseph D'Arcangelo related to the Commissioners the LTFS statute requirements for replacing Mr. Schreiber as being a person nominated by the World Trade Center, approved and appointed by the Governor, and confirmed by the Senate.  Mr. Schreiber stated that he would still be available for some time and would continue to serve until a new WTC nominee is selected.   

2.
APPROVAL OF MINUTES

The Commissioners had the opportunity in advance to review the minutes from the March 30, 2009 meeting. It was noted that the previous minutes contained a discussion on increasing handling fees and the necessity of Legislative approval, however, it was subsequently determined by the Department of Revenue Legal Division that Legislative approval was not required.  As a result, the handling fee increase was approved and implemented effective July 1, 2009.  On a motion duly made by Earl Millet and seconded by Gary Hall, the minutes of the previous Commission meeting were then approved.

3. PROGRAM STATUS

Ms. Thevenot presented a review of the Refund Center Activity and Program Status Reports.  She stated that the Program had been struggling monthly since August 2008.  In August, she said activity was down substantially due to a major oil spill in the Mississippi River. This spill closed the river for several months, preventing cruise and cargo ships with hundreds of international crew members from coming to New Orleans.  Ship crew members represent a major portion of international shoppers since Katrina.  She said the numbers were also down in September due to hurricanes Gustav and Ike.  Since that time, Ms. Thevenot said business continued to be slow, with the exception of two months that had large international conventions.  However, she said the upcoming months and fiscal year looked much better, attributable to more conventions being booked than the previous year, Aeromexico starting a daily direct flight from New Orleans to Mexico City, and the new handling fee schedule being implemented. 

On the Status and Top Country Reports, Ms. Thevenot pointed out that the recent trend of the Philippines being number one in number of transactions was surpassed by Brazil.  She said this was because of the absence of the cruise ships in New Orleans for several months, and because of the American Diabetes Association convention that brought in a large number of Brazilian delegates.  Mr. Schreiber did note that the Philippines remained number one in dollars spent.  

Ms. Thevenot concluded with the Transportation Report and a report on the Aeromexico flight activity.  She stated that the Transportation Report reflected the significance of ship passengers and crew members.  The report showed the number of people departing by ship to be greater than the number of people leaving on eight out of ten airlines.  The Aeromexico report showed 57 customers in August, up slightly from 47 during the initial month of July.  Ms. Thevenot then explained that since the Aeromexico flight leaves daily at 6:15 a.m., the Airport Refund Center has been opening at 5:00 a.m. to accommodate the passengers.  Mr. Hutchinson questioned the justification of opening early for so few passengers, however, Ms. Thevenot and Mr. D'Arcangelo explained that staff hours were adjusted, but not increased, to service the flight in the interest of public relations and anticipated business.  Ms. Thevenot said the flight was a six month pilot program and, should passenger count increase by early 2010, the airline would bring in a larger capacity aircraft.  However, she said if numbers remain low, the airline said they would probably discontinue the daily flight. 

4.
FINANCIAL STATEMENTS 

Ms. Bouchon presented the financial statements, beginning with a Compilation Report as of June 30, 2009.  She stated that the report is not independent and does not express an opinion, but strictly a compilation of Tax Free Shopping’s numbers. She then reviewed the following items:


a. Compiled financial statements through June 30, 2009, FY 2008-2009:    

The balance sheet shows total assets of  $414,180. This amount does not take into account certain accounts receivable, inventory, and accounts payable, as they are not adjusted monthly.  Ms. Bouchon explained that cash was somewhat low and receivables were high due to the high volume of refund transactions during the month of June, resulting in the large receivables due from the state and parish taxing authorities.  As of June 30, the balance sheet showed total net assets of $357,172.  Total expenses exceeded revenues by $74,099. 

b. Revenues, Expenses and Budget Comparison:  

Ms. Bouchon explained on the Statement of Revenues and Expenditures that the $74,099 amount is not necessarily a cash loss, but that it includes $22,818 of bad debt expense.  Also, visitor handling fee revenue was down by $14,500 and personnel expense was over by $33,000.  The bad debt was attributed to stores that were closed and had not been removed from membership databases, yet were continually invoiced for membership fees.  It was also explained that personnel expense was over since the original budget only allowed LTFS to employ Mr. D'Arcangelo through December. With the retention of Mr. D'Arcangelo in order to recoup approximately $60,000 in past due accounts, the additional expense would have been offset by the collected monies. However, Mr. D'Arcangelo discovered the flaw of many closed or non-renewed store memberships that were still being billed and carried as active members of LTFS.  He has since worked to remedy this situation. 

c. Line Item Explanations: 

Since there were no further questions concerning line items or fiscal year financials, Chairman Schreiber proposed that the meeting move on to Action Items and that any additional questions could be discussed later during the course of the meeting. 

5.
ACTION ITEMS


a.   Approval of Proposed Budget FY 2009-2010: 

The proposed budget for FY 2009-2010 was presented by Mr. D'Arcangelo, which showed total annual revenues and expenses of $385,870.  Compared to the prior fiscal year budget, he said the numbers reflect an approximate 1.8% increase in projected revenue and expenses.  


b.   Projected Budget Comparison and Line Item Explanations:

Mr. D’Arcangelo reviewed the projected budget as compared to the prior year’s budgeted and actual amounts. With no questions, he then moved on to the proposed budget line item explanations. He explained increases in travel, attributed to attendance at several additional trade shows, in order to promote 

LTFS.  He also discussed the increase in office equipment rental as an increase in the lease fee for the office postage meter, advertising expense increase for the LTFS 20th Anniversary celebration expense, and dues and subscriptions increase for membership in several professional organizations.  Mr. Hall asked a question regarding the amount of voucher sales, which initiated a discussion as to whether membership fees could be eliminated.  Mr. Hutchinson suggested that membership could be based solely on the purchase of voucher books by stores, and Mr. Hall suggested that possibly the cost of vouchers books could be increased.  Chairman Schreiber stated that these were all good ideas and could be explored. 

With no further questions or discussion, Chairman Schreiber then called for a motion to approve the proposed budget. A motion was made by Mr. Hall and seconded by Mr. Millet and the proposed budget for FY 2009-2010 was unanimously approved.


c.   Voucher and Membership Fee Write-offs:  

As discussed earlier in the meeting, Mr. D'Arcangelo presented a list of past due voucher sales and membership fees from merchants that have either closed, did not renew membership, or have filed bankruptcy prior to LTFS collecting the funds owed. He requested approval to write off the bad debt balances in the amount of $22,818.  On a motion made by Mr. Hall and seconded by Mr. Millet, the proposed action to write-off the bad debt was approved. 

d.   Macy's Contract Approval:

For the benefit of Mr. Hutchinson, Ms. Thevenot explained the proposal by Macy’s, presented at the previous Commission meeting, to open a refund location within their Lakeside Shopping Center store in Metairie.  Since the Commissioners approved the pursuit of this proposal at the last meeting, she said that Macy’s has, as proposed, furnished the space free of charge, incurred the build out expense, will partially staff the location, and provide cash for refunds, which would then be reimbursed monthly by LTFS.  Should the contract be approved, the refund location would open on October 5, 2009. With no discussion on the matter, and on a motion made by Mr. Millet and seconded by Mr. Hall, the contract between Macy's and LTFS was approved. 

At this point, Chairman Schreiber then requested that the Commission members go into Executive Session to discuss a personnel matter not on the agenda, at which time Ms. Thevenot, Mr. D’Arcangelo, and Ms. Bouchon excused themselves from the meeting.  Upon their return, Chairman Schreiber stated that the Commissioners felt that the job performance of Ms. Thevenot had been excellent and decided to approve a 4% merit increase.  However, after subsequent discussion with Ms. Thevenot, it was decided that the actual implementation of the pay increase would be based on the available budget for 

FY 2009-2010.  The exact date of the implementation of the pay increase would be determined after future budget review by the Commission.  The regular meeting of the Commission then resumed at this time.

6.
OTHER BUSINESS 





a.   Annual Legislative Audit:

Ms. Thevenot and Mr. D’Arcangelo briefly reviewed the FY 2008-2009 Legislative Audit performed by the contracted CPA firm of Duplantier, Hrapmann, Hogan, and Maher, L.L.P. They stated that the Audit Report issued contained no significant findings or opinions regarding financials, laws and regulations, or internal controls. 


b.   LTFS Website:

Ms. Thevenot briefly discussed the new LTFS website.  She stated that the site had originally been developed in 1999 and had not been updated since that time.  She said a new company, CompuCast, had been hired to update and maintain the website.  Since LTFS is prohibited from selling advertising on the website as a revenue source and could not afford the update cost at this time, an innovative way to pay for the site was proposed at the LTFS Marketing Advisory Board meeting. Ten local entities were given the opportunity and have since contributed $500 each for a website charter sponsorship. The sponsorship fee entitles that organization’s logo and link to appear on the website for 5 years. In turn, the fee also covers the cost of updating and maintaining the website. Mr. Hutchinson and Chairman Schreiber requested to have the Louisiana Office of Tourism logo and link to also appear.


c.   Refund Checking Account Status:

Mr. D’Arcangelo informed the Commissioners of the status of the Refund Account check fraud situation.  He stated that a new account had since been opened and Whitney Bank was provided with a list of all outstanding checks from the old account.  All legitimate checks presented for payment at the bank are matched to the provided list and are then cashed against the new account.  Any checks presented and not appearing on the list are automatically rejected. He stated that LTFS has not incurred any losses due to the situation.  As a result, the Commissioners were satisfied with the matter.

There being no further business, a motion was made by Mr. Hutchinson and seconded by Mr. Millet to adjourn the meeting at 12:50 P.M. 
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