LOUISIANA TAX FREE SHOPPING COMMISSION

Commission Meeting

Friday, October 15, 2010

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;  Earl Millet, Deputy Secretary, Louisiana Department of Revenue;  Gary Hall, Financial Director, Office of the State Treasurer, and Danielle Thymes, (both representing The Honorable John N. Kennedy, State Treasurer); and Misty Velasquez, Louisiana Office of Tourism (representing Jim Hutchinson, Assistant Secretary, Louisiana Office of Tourism). 

Also Present:
Denise Thevenot, Executive Director, LTFS



Joseph D’Arcangelo, Assistant Director, LTFS 

1.
CALL TO ORDER  
Chairman Eugene Schreiber called the meeting to order at 10:50 a.m. and thanked everyone for attending.  Mr. D’Arcangelo noted that Commissioner Carrie Pena, a new appointee by Governor Jindal and replacement for Commissioner Chris Gillott, was running late and would probably not be able to attend the meeting.  For the benefit of Danielle Thymes, a first time attendee and new designee replacing Gary Hall, Chairman Schreiber welcomed her as a new Commissioner and gave a brief history of the Tax Free Shopping Program.  Ms. Thevenot and Mr. D’Arcangelo also explained the mechanics of the refund process.  Following that conversation, everyone joined Chairman Schreiber in thanking outgoing Commissioner Gary Hall for his years of service as an LTFS Commissioner.   

2.
APPROVAL OF MINUTES

The Commissioners took a few minutes to review the minutes from the May 27, 2010 meeting.  On a motion by Misty Velasquez and seconded by Earl Millet, 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 during the 2008-2009 fiscal year, the Program had been struggling on a monthly basis.  She was happy to report that the Program’s numbers were up substantially during the 2009-2010 fiscal year, primarily due to several major medical conventions that had visited New Orleans during recent months.  She said the first three quarters of the fiscal year had already surpassed the entire previous fiscal year.

Ms. Thevenot stated that LTFS handled almost 20,000 combined international customers, attending conferences for the American Association of Orthopaedic Surgeons, American Psychiatric Association, and the Society of Thoracic Surgeons, during December, March, and May.  She said the Convention Center allowed LTFS to provide an on-site information booth to inform visitors about Tax Free Shopping, and a private company provided international visitors with bus service to Lakeside Mall and Tanger Factory Outlet Mall for shopping tours.  She said the numbers from non-convention months were also up as compared to the previous year.

On the Status and Top Country Reports, Ms. Thevenot said that the average travel party spent $768, with Brazil being the number one country ranked by dollars spent with over $2.5M.  She also pointed out that Brazil was also first in number of transactions, leading with 2,527.  Apparel remained the number one category in merchandise purchased with $10.6M, followed by $6.7M in electronics.

Ms. Thevenot concluded with the Transportation Report, stating that American Airlines led the list with number of passengers departing New Orleans, followed by Continental and Delta.  She said ship crew members also continued to be a large source of international shoppers.  Ms. Thevenot reported that due to a lack of sufficient passenger volume, AeroMexico had discontinued their trial service to New Orleans. 

4.
FINANCIAL STATEMENTS 

Mr. D'Arcangelo presented the financial statements, beginning with a Compilation Report as of June 30, 2010.  He stated that the report is not independent and does not express an opinion, but strictly a compilation of Tax Free Shopping’s numbers. He then reviewed the following items:

a. Compiled financial statements through June 30, 2010,  FY 2009-2010:    

Mr. D’Arcangelo said the balance sheet showed total net assets and liabilities of  $616,160.  He said this amount does not take into account certain accounts receivable, inventory, and accounts payable, as they are not adjusted monthly.  Mr. D’Arcangelo explained that cash was somewhat low and receivables were high due to the volume of refund transactions during the month of May, resulting in large receivables still outstanding from the state and parish taxing authorities.  As of June 30, the balance sheet showed total net assets of $439,561, and excess revenue over expenses of $147,852.   

b. Revenues, Expenses and Budget Comparison:  

Mr. D’Arcangelo briefly explained on the Statement of Revenues and Expenditures that the net assets of $291,709 at the beginning of the period and net assets of $439,561 at the end of the period resulted in the increase in assets of $147,852.  On the Statement of Revenues, Expenses, and Budget Comparison, he showed that expenses were over the budgeted amount by $100,700 due to increased activity requiring additional expenditures, however, he said the report also contained adjusting journal entries and did not reflect budget amendments approved during the year.  He also showed that revenues exceeded the budgeted amount by $248, 552.

c. Line Item Explanations: 

Chairman Schreiber asked about the travel line item.  Ms. Thevenot explained that travel was over budget due to attendance at PowWow, the largest international tourism trade show. She said that although it was not originally budgeted, she wanted to take advantage of the additional revenues earned by attending this important conference with LTFS Marketing Representative Sam Ortiz, as requested by and along with the delegation from Louisiana Office of Tourism.  

5.
ACTION ITEMS


a.   Presentation of Proposed Budget FY 2010-2011: 

The proposed budget for FY 2010-2011 was presented by Ms. Thevenot and Mr. D'Arcangelo, which showed total annual revenues and expenses of $475,120.  Compared to the prior fiscal year amended budget, Mr. D’Arcangelo said the numbers reflect an approximate 16.8% increase in projected revenue and expenses.   


b.   Projected Budget Comparison and Line Item Explanations:

In reviewing the projected budget as compared to the prior year’s budgeted and actual amounts, Ms. Thevenot said one of the major increases was in the personnel line item. She said this was primarily due to the mandate by Civil Service to reclassify Mr. D’Arcangelo and Sam Ortiz, who had both been functioning in WAE positions.  Their new positions would increase personnel expense due to required retirement and benefit contributions by LTFS.  She also stated that the travel and advertising line items were increased with the anticipation of attending numerous shows and placing of ads to promote LTFS, however, should revenues dictate that funds would not be available, then travel and advertising plans would be reduced.  

Mr. D’Arcangelo discussed the proposed increase in computer upgrades, stating that they would be looking into new computer software to replace the 18 year old database currently in use.  Also, the commissions and temp help line items were two non-budgeted items last fiscal year.  He said these projected expenses were for the contracted Area Rep position to earn commission on signing new merchants and for additional staffing through Westaff Staffing Agency to assist during the large conventions during the upcoming year.  

With no further questions or discussion, Chairman Schreiber then called for a motion to approve the proposed budget. A motion was made by Mr. Millet and seconded by Mr. Hall and the proposed budget for FY 2010-2011 was unanimously approved.

c.   Macy's Proposal and Contract Approval:

Ms. Thevenot explained the proposal by LTFS and Macy’s to open a refund location within their Mall of Louisiana store in Baton Rouge.  Since the refund center within Macy’s Lakeside had done so well, she said the proposal to open an additional office in the Baton Rouge area was now being pursued.  She said that Macy’s has proposed to furnished the space free of charge, incur any build out expense, will staff the location, and provide cash for refunds, to be reimbursed monthly by LTFS.  In exchange, LTFS would pay Macy’s 50% of the handling fee on all refunds processed up to $1,000 in fees, and then 25% of all remaining refund transaction fees. LTFS would also provide a computer terminal and printer for processing transactions, as well as staff training on LTFS procedures.  After discussion, on a motion made by Ms. Velasquez and seconded by Mr. Hall, the proposal to move forward and enter into contract between Macy's and LTFS was approved. 

d.   Compliance Questionnaire Approval

At this point, Mr. D’Arcangelo presented the Annual Compliance Questionnaire for approval.  He explained that this questionnaire, normally part of the annual Legislative Audit, is now required to have Board or Commission approval or ratification after being completed.  With no discussion on the matter, a motion was made by Mr. Hall to adopt the Compliance Questionnaire as presented. Ms. Velasquez seconded the motion, and the matter was passed unanimously.   

6.
OTHER BUSINESS 





a.   Annual Legislative Audit:

Ms. Thevenot and Mr. D’Arcangelo stated that the FY 2009-2010 Legislative Audit performed by the contracted CPA firm of Duplantier, Hrapmann, Hogan, and Maher, L.L.P. contained no significant findings or opinions regarding financials, laws and regulations, or internal controls. 

Ms. Thevenot stated that the only recommendation by the auditors was that LTFS establish better control over the past due receivables.  As a result, she said that they were engaging their contracted accounting firm of Hienz and Macaluso to assist in the collection process.

There being no further business, a motion was made by Ms. Velasquez and seconded by Mr. Hall to adjourn the meeting at 12:40 P.M. 
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