JEDA’s Four Accounts: Sources of Deposits and Withdrawals

(as of May 2022)

Federal State Small Business Credit JEDA Bond Summit /
funds from Initiative (SSBCI) Conference registration
the State administrative fees (program fees (JEDA hosts costs
Small fee) which JEDA collects from annually)

" Business Federal Government

+= Credit

‘B Initiati Interest on SSBCI loan to Inve.stSC paymen.t LIy

3 nitiative services (e.g., office

f BDC (see SSBCI-Flow doc for .

o (SSBCl) for h - space, accounting,

() hich details) which JEDA collects e .

a which JEDA . BDC administrative work)
applies on rom
behalf of
t:e ztafc)e Taxable and tax exempt bond fees Borrower pays JEDA for
($17M so serving as conduit. Fees include: (1) Application; (2) Issuer;
far) and (3) Annual (Note: In 2017 one Annual Fee was inadvertently logged as

A/R

Funds Transfer from
General Revenue Account
to Countybank Greenwood
e All matured CDs went

Matured CD and Interest —
Purchased at Banks to earn higher
revenue than STO obtained.

into Greenwood Capital.

JEDA not required to
invest through STO
because JEDA money is
not state money 41-43-

Derivative Settlement/Federal
Contribution (began receiving in
2013) — fines and penalties paid by
banks for actions pre-2008 as a
result of multi-state suit brought by 90(K)

AG’s of 26 states.

Returns from Investments
through Investment
Account (reinvested)

Annual Parking Reimbursement
from financial advisory contractor
(only in 2019)

Payroll Transfer from
General Revenue Account

Community
Development Block

Grant (CDBG) loans
e Lease income (Only
remaining CDBG
loan is to Hilton
Head Water with
monthly payment of
$1,500
Income will end in
2023 and JEDA
currently has no
plans for future
involvement with
CBDG

SSCBI ($17M)

JEDA Bond Summit Expenses

1 JEDA's JEDA's JEDA’s JEDA's
General Revenue Account Investment Payroll Account CDBG Revenue
Account” Account
o .
e Opened at Wells Fargo pre 2008 . e gper;?l;t BB&T in
n . o ened a
= e Under heading of State Treasurer P i e Opened at Wells
g ) . " Greenwood Previously at TD Bank Fargo pre 2008
3 e Composite reseryow account Capital, after JEDA until JEDA stopped der headi
S e Serves as operating account for JEDA Board, in 2016, receiving statements in * Under heading
< e All funds in account are Program Funds as defined in 41-43-20(C) (41-43-20(C) defines program funds adopted formal timely manner, if at all, in of State
as monies, including, but not limited to, the proceeds from bond sales, the sale or disposition of any assets, or any investment policy early 2017) Treasurer
other source available to the authority, other than administrative funds and the earnings on the funds) and issued RFP to Needed because JEDA e Composite
select investment GRS [EEHELS reservoir
employees paid through %
manager state accounting system, account
SCEIS
State Small ; T fer to JEDA’ NOTE: ADP, JEDA’s payroll processor, NOTE: Loan Fees are sent on
Operating Expenses Fanstanto > e U.S.agency is the only entity able to withd i
- S. Iy b
Bu5|r.1ess e Employer Health Insurance Expense CDs at Investment Account securities (80+% of 'fsmme;?s\::o'uﬁta ¢ towithdraw a quarterly basis
Cr.efilt. e Employer Retirement Expense Banks (only matured CDs and R ey
:g'st;:tl')"f . e Dues/Membership/Publications Interest) JEDA contract Department
unoe e Car Allowance o Municipal bonds Bookkeeper salary of Commerce
=2 that JEDA e Parking Expense
© provides o Marketing E
3 BDC, who I ¢ Money Market JEDA full time employee
E / e Rent Expense Mutual Funds | d
JEDA . salary an
© e Accounting Fees
é cqn}:racts e Professional Fees Transfer to JEDA's Payroll Account
; Wit ,t(? e Insurance
administer

*Proviso 117.80 requires agency’s with this type of account to submit reports to State Fiscal Accountability Authority that disclose every transaction in the account in the prior fiscal year; reports are on Comptroller General website.
41-43-50: The net earnings of the authority, beyond that necessary for retirement of its bonds or other obligations or to implement

AExternal auditors annually review JEDA’s Investment Account to ensure investments are in compliance with state statute

NOTE: CDBG revenue mistakenly deposited in JEDA General Revenue Account in 2018 that JEDA then withdrew and deposited in CDBG account (1.5.18)

the purposes of this act, shall not inure to the benefit of any person other than the authority.




JEDA Bonds Issued Bonds: Who qualifies, Who issues, and What types are available

(1985-2022) i -
$Value Number Manufacturing Facility Manufacturing Facility: Manufacturing Facility:
>$10M borrowed through bond (>$20M capital expenditures) Small, less than $10M Any size

$1.1B 204
%
c Exempt facilities Distribution Center
$533M 28 8 (e.g., Solid Waste Disposal, Recycling, Pollution Control, etc.)
©
8 Educational Facilities (Non-Profit)
c Any recognized by federal government as a 501(c)(3) non-profit -
$1.8B 101 21 Foundation (e.g. USC Foundation), Private College (e.g., Wofford),
2 Charter School (e.g., East Point Academy);
%o K-12 Schools (e.lg., Porter Gaud)
S
o Medical Facilities (Non-Profit) Medical Facilities: Medical Facilities:
$9.2B 159 S Any recognized by federal government as a 501(c)(3) non-profit Any Non-Profit Their own projects Any size or type
0w > (e.g., MclLeod Medical Center, Regional Medical Centers, (501(c)(3)) (e.g., Spartanburg [ (e.g., hospital, alcohol and
g 8 :_etxr:ngtonéRlchlang AL(,:Oh,OI agd Dr:ngbuse f(():un:n fac'h:y’ OR Governmental Medical Center) [ drug rehab, assisted living
3 g utheran Homes [Continuing Care Retirement Centers], etc.) (e.g., MUSC) and skilled nuring, etc.)
3 |
8 o Multi-Family Housing Projects (Non-Profit) Multi-Family Housing
= Any recognized by federal government as a 501(c)(3) non-profit Projects: Any for profit, if
o .
o (e.g., affordable/workforce apartments) for low to moderate income
S AND any for profit senior living (cannot do senior living)
2 | Commercial
= Fitness & Wellness Centers (Non-Profit) Devel ;
g_ Any recognized by federal government as a 501(c)(3) non-profit — opmen. -
+ (e.g., YMCA) Car Dealerships
= | Shopping Centers
8 Other Non-Profits
$1.4M 96 E Any recognized by federal government as a 501(c)(3) non-profit - Office Buildings
c e.g., Foundations, Museums, Goodwill Industries, Charities
$360M— 32— [T (eg )
Other* Other |
c
S l l v
= 2 National Entity JEDA State, County, City, Certain_P_O!itical National Entity, JEDA,
*Other includes c O (e.g., Public Finance Authority i . ) State Housing, Finance, School District, Subdivision State Housing Authority,
Scea wase = ﬁ (WI); National Finance Authority  15sues: _(industrial, educational, and Development Water/Sewer District, of the State State, County, City,
MeLean Power York: Q5 (NH); Arizona Industrial healthcare, etc.)__ Revenue Authority Transportation (e.g., Spartanburg Certain Political
Recovery Zone Sond E a Development Authority (AZ)) Bonds (subset of PAB) Infrastructure Bank Medical Center) Sulbefvisitens
(1|

Store; Abundant I J I

power via qualified

energy conservation

bonds to Randolph

Trucking, Anderson . . .

Cunty School District Tax-Exempt Private Activity Bond (PAB) Tax-Exempt Governmental Bonds Taxable Regular Bond

#3, and Sumter
County; Burroughs &
Chapin Multi County

(e.g., Industrial Revenue or Development Bonds)

Benefits: Longer amount of

Benefits: Same as taxable regular bond, plus

ﬁ“Siknﬁflsl ls)ark;tCitv of Benefits: Same as taxable regular bond, plus borrower saves 20-30% on total interest charges and uses borrower saves 20-30% on total interest charges time to pay off than bank
0cC 1 ports . . . . . iy
Arena; RecoversC process of entity issuing bond and uses process of entity issuing bond financing; fix interest rate for

they can issue

bonds to City of longer term
Columbia and

Bamberg County

Types of bonds

Note: Some bonds, like municipal bonds, are available in both taxable and tax-exempt versions.



Overview of Obtaining Funds through Sale of Bonds

Borrower determines whether sale occurs in private placement or public market

Bond Sale in Private Placement

*Indicates individual/entity must be on list approved by the State Treasurer’s Office

Borrower
(who secures bond with irrevocable letter of credit or property)
Selects and pays
Bond Attorney*
who reviews Pays fees:
project and assists Application Repays bond
in completing + Issuer + proceeds
application Annual +

(See “JEDA Bond interest payment
Issue Process”) (20-30% less than

interest rate on
regular loan)

Issuer
Deposits
Bond
Issues Bond ' Proceeds
(i.e., pieces of paper) (i.e., money)

after Issuer Attorney*,
who is selected by JEDA,
and paid by borrower,
reviews bond documents
and other steps are
competed (see “JEDA
Bond Issue Process”)

Trustee* (i.e., Bank)

Note: They do not pay taxes on the interest they earn, which is why
they can pass those savings along to the borrower

Parties Involved

Borrower The
Borrower,
Borrower’s NOT JEDA
Attorney NOR THE

STATE, is
Borrower’s solely
Financial responsible
Advisor for
repayment
Bond Attorney

Issuer (e.g., JEDA, state,
county, city, etc.)

Issuer Attorney

The Trusee
) or
Underwriter'
Attorney VYTV

determines
if a project
or borrower
is
creditworthy

Retail Investors

Institutional
Investors

Bond Sale in Public Market

*Indicates individual/entity must be on list approved by the State Treasurer’s Office

JEDA Bond Issue Process

Repayment
Borrower — |O\;er Trustee*
. (e.g., BNYM, U.S. Bank,
(who secures bond with interest )
irrevocable letter of credit or Wells Fargo, Beglons
Bank, Wilmington
property) Bond Trust, UMB Bank)
= Proceeds s
I I (i.e. money)
Application Pays fees:
Documents Application
(See “JEDDA Bond  + Issuer +
Issue Process”) Aiual
Issuer Money
Issues Bond
(i.e., pieces of paper)
after Issuer Attorney*,
reviews bond documents

* Sell Bonds *

Sell Bonds Buy Bonds (i.e., pieces Buy Bonds
(i.e., pieces ;o money) e P (i.e., money)
of paper) of paper)

Institutional Investors Retail Investors

(e.g., Mutual Fund Groups (e.g., purchased by individuals

like Vanguard) through their broker)

(If all steps proceed smoothly, the process can be completed in approx. 60-75 days)
e Step 3 (or 1A): Borrower and borrower’s team (counsel,

Step 1: Borrower must do the following:

e contact an attorney from the list of bond law firms approved by Office of State Treasurer

e meet with Bond attorney to review the borrower’s project to ensure it qualifies (at borrower’s expense)

Step 2: Once JEDA ensures application is complete...

. Bond attorney prepares inducement documents as an agenda item for the next JEDA Board meeting.
« Inducement resolution represents preliminary approval and is non-binding to all parties
« Issuer attorney, who is selected by JEDA and paid by borrower, reviews documents

. JEDA posts notice required by federal regulations on JEDA’s website and in a paper of general circulation where project is located. resolution approving issuance of bonds and Trustee deposits

. Federal regulations require a public hearing prior to final approval; notice must be published at least 7days prior to hearing.

financial advisor, etc.) negotiate with financial institutions
for sale of bonds via public sale or private placement (Note: It
e with assistance of Bond attorney, complete/submit bond application with $1,000 non-refundable application fee may have occurred prior to borrower submitting initial application)

e Step 4: JEDA project undergoes review by S.C. Coordinating
Council for Economic Development (CCED) and hearing
before SFAA for allocation of State Volume Cap

e Step 5: If CCED approves, JEDA Board adopts final bond

bond proceeds at closing



Number of Bonds Issued by County (as of 06-30-21)

€l
Wy
&y

\ Edgefield

3 Williamsburg
 Clarendon

Allendale
Bond Amount

MNo Bond

$0 - 510,000,000
$10,000,001 - $100,000,000
$100,000,001 - $1,000,000,000

$1,000,000,001 and above

Created by House Legislative Oversight Staff



Federal Government’s State Small Business Credit Initiative (SSBCI)

*The original SSBCI provided funding,
allocated through a statutorily created
formula and. distributed in one-third

SSBCI 1.0 —S.C. using it for Loan Participation

Federal Government
-Funds available 2011 through 2017 — S.C. applied for and received all funds available
-90%+ of funds went to loan participation program, remaining went to Capital Access Program
(BCD was already running the CAP)

-Requires 1:1 match of SSBCI to private funds

-10:1 leverage of private to SSBCI funds over 10 year period is required

-Loan must be to business headquartered in S.C. and not allowed for passive investments (e.g.,
buy apartment or office building you are solely going to rent out)

Applies for Tranche 3

) Receives Applie.s forTranche 2 Receives funding when 80% Receives
Applies ior Tranche 1 funding when 80_% Tranche 2 fb th'? he 1 ? g Tranche 3
Tranche* 1 funding of Tranche 1 funding funding of both franche - an funding

funding has been loaned out Tranche 2 funding

has been loaned out

JEDA
-JEDA completes all necessary paperwork and agreements with the Federal Government
(separate application, etc. for each Tranche) and receives money
-Initial agreement was that 20% would go back to JEDA at the end of the program in case JEDA
wanted to do a loan program and 80% would stay with BDC as long as BDC maintained the
program. Program was successful so JEDA loaned the 20% it was owed back to BDC to enable
BDC to make more loans, instead of JEDA running its own separate loan program.
-JEDA contracts with BDC to administer the program (see S.C. Code 41-43-300)
*No money is owed back to federal government

Sends Tranche 3 funding

Sends Tranche 1 funding Sends Tranche 2 funding

Business Development Corporation
(owned by 35 member banks — basically every bank in the state; BDC is an SBA lender)

-1:1 match of SSBCI to private funds

-Inform everyone it is available, but must enter contract with BDC to take part.

-18 banks initially enter contracts with BDC; banks can be added at anytime

-Once bank has contract with BDC, bank can come to BDC and ask BDC to participate in a loan if
the bank is unable to loan any more loans (federal regulations limit amount banks can loan —
loan to value ratio)

-BDC did not have to participate in every loan a bank brought to them (BDC turned down ??%)
-$1,056 total in loan loss during existence of program (2011-2021)

Ex} Bank sends BDC the portion of the loan
repayment and interest owed to BDC
Based on $200K BDC contributed

Ex] Bank can only provide $800K so bank goes to BDC
BDC reviews, decides to be partner in the loan, and
adds $200K so business can get total loan of S1M)

Community Bank(s)

A

Repayment on loan
Plus interest

|
Ex] Bank provides business $1M
($800K from Bank and $200K from BDC)
v

Business headquartered in S.C. wants to borrow $ (Ex - S1M)

increments (called tranches).

SSBCI 2.0 —S.C. using it for Loan Participation & Venture Capital

Federal Government
-Requires 1:1 match of SSBCI to private funds
-Requires 10:1 leverage of private to SSBCI funds over 10 year period
-Overall program must meet 55.66% SEDI (Socially and Economically Disadvantaged Individuals)

with money going into businesses: (1) owned by individuals that qualify under SEDI
requirements; (2) located in SEDI business tract; or (3) business owned by an individual that lives
in SEDI census tract (includes community banks, businesses borrowing from them, venture
capital funds and the companies they are investing in)

-SEDI requirements mean a good portion of money will be invested in smaller companies

?

A
Applies for Tranche 3

Applies for Tranche 2

Applies for  Receives funding when 80% Receives funding when 80% Receives
Tranche1l Tranche 1 ofuTrancghe 1 fundir: Tranche 2 of both Tranche 1 and  Tranche 3
funding funding & funding Tranche 2 funding funding

has been loaned out
has been loaned out
|

JEDA
-JEDA completes all necessary paperwork for tranche 1 by the February deadline, but the federal
government then changed the requirements in March
-Application outlines S.C.’s plan for the SSBCI program funds. Application this time is for 50%
loan participation and 50% venture capital, as opposed to in SSBCI 1.0 in which most went to
loan participation and some to CAP). Application had to include who JEDA was contracting with
to do the program (i.e., loan participation with BDC and venture capital with InvestSC). InvestSC
was used because it already had past experience in doing a venture capital program. Application
required lots of documentation from the entities JEDA would be contracting with (e.g., audited
financial statements, etc.)
*No money is owed back to federal government

Sends 50% of Tranche 1 Funding
for Venture Capital

Sends 50% of Tranche 1 Funding
for Loan participation

InvestSC
-Purpose is to create an evergreen fund that outlasts the
SSBCI 10 years so there is continual money to invest in future
new companies
-Becomes limited partner that does not make decisions on
which companies to invest in. Those over the venture capital

Business Development

Corporation

BDC makes part

of the loan the bank Bank sends BDC the

funds make those decisions.

wants to make to the portion of the loan
S.C. company repayment and 4
. Investment Return on investment
interest owed to BDC v

Six to Ten Different Venture Capital Funds

Community Bank --90% of money must be invested in S.C. companies

-Management Fees (typically 2%)

A
Percentage of

Company profits

Repayment + Interest |
Equity Investment

Loan

Business headquartered in S.C.
wants to borrow $

rtered in S.C.

Company headq






