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AGENDA



: South Carolina
House of Representatives

Legislative Oversight Committee

ECONOMICDEVELOPMENT, TRANSPORTATION,
AND NATURAL RESOURCES SUBCOMMITTEE

Chairman Travis A. Moore

The Honorable Gary S. Brewer, Jr.
The Honorable William M. “Bill” Hixon
The Honorable Russell L. Ott
The Honorable Marvin R. Pendarvis

AGENDA

Thursday, October 26, 2023
10:30 a.m.
Room 110 - Blatt Building

L. Approval of minutes

II.  Discussion of the study of the Jobs-Economic Development
Authority

III.  Adjournment

Pursuant to Committee Rule 6.8, S.C. ETV shall be allowed access for internet
streaming whenever technologically feasible.
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Legislative Oversight Committee
Chair Jeffrey E. “Jeff” Johnson First Vice-Chair Chris Wooten
William H. Bailey William M. “Bill” Hixon Timothy A. “Tim” McGinnis
Gary S. Brewer Joseph H. “Joe” Jefferson, Jr. Adam M. Morgan
April Cromer Wendell Keith Jones Travis A. Moore
Kambrell H. Garvin Roger K. Kirby Russell L. Ott
Leon Douglas “Doug” Gilliam Josiah Magnuson Marvin R. Pendarvis
Thomas Duval “Val” Guest, Jr. John R. McCravy, I11 Marvin “Mark” Smith
Lewis Carter
Director
Cathy A. Greer Roland Franklin Riley E. McCullough
Administration Coordinator Legal Counsel Research Analyst

Post Office Box 11867
Columbia, South Carolina 29211
Telephone: (803) 212-6810 = Fax: (803) 212-6811
Room 228 Blatt Building

MEETING MINUTES

Tuesday, August 29, 2023
10:30 a.m. Blatt Room 521 and 110

Archived Video Available

I.  Pursuant to House Legislative Oversight Committee Rule 6.7, South Carolina ETV was allowed access for
streaming the meeting. You may access an archived video of this meeting by visiting the South Carolina
General Assembly’s website (http://www.scstatehouse.gov) and clicking on Committee Postings and
Reports, then under House Standing Committees click on Legislative Oversight. Then, click on Video
Archives for a listing of archived videos for the Committee.

Attendance

l. The Economic Development, Transportation, and Natural Resources Subcommittee meeting was called
to order by Chairman Travis A. Moore on Tuesday, August 29, 2023, in Room 521 of the Blatt Building.
Chairman Travis Moore, Representative Gary S. Brewer, Jr., Representative Russell L. Ott, and
Representative Marvin R. Pendarvis were present for all or a portion of the meeting.

Minutes

House Rule 4.5 requires standing committees to prepare and make available to the public the minutes
of committee meetings, but the minutes do not have to be verbatim accounts of meetings.



Approval of Minutes

Approval of Minutes

I Representative Pendarvis makes a motion to approve the meeting minutes from the May 23, 2023
meeting. A roll call vote is held and the motion passes.

orovemectng mmates, | Y| Ny Not Voting
Rep. Brewer v

Rep. Hixon 7
Rep. Pendarvis v

Rep. Ott v

Rep. Moore v

Discussion of the Jobs Economic Development Authority (“JEDA”)

[.  Prior to beginning his testimony, Chair Moore reminds JEDA's Executive Director, Harry A. Huntley, that
he was sworn in at the Tuesday, May 23,2023 subcommittee meeting, and that he remains under oath.
Chair Moore notes that JEDA’s soon-to-be new Executive Director, Jesse Smith, is present. Chair Moore
invites Mr. Smith to the podium to be sworn in and to introduce himself to the subcommittee. After a
brief introduction, Director Huntley begins his presentation to the subcommittee and discusses the
following topics:

A review of volume cap allocation;

A review of the small issuer exception;

JEDA's financial statement audits;

The challenge presented by national conduit debt issuers;

JEDA's role in making loans and investments;

InvestSC, Inc.; and

The State Small Business Credit Initiative: Program 1.0 and Program 2.0.

b |1 LS Al i 1

Throughout the presentation, members ask Director Huntley questions and Director Huntley responds.
Adjournment

l. There being no further business, the meeting is adjourned.
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SUMMARY OF JEDA PRESENTATION: 3/28/2023

MISSION

The mission of JEDA is to promote and develop the business and economic welfare of South Carolina by
assisting in the financing of public and private projects throughout the state. JEDA does this through the
issuance of private activity bonds at favorable tax-exempt interest rates.

BOND VS. LOAN

BOND CRITICAL DIFFERENCES

* Adebt instrument for the government
or a company to raise money by
selling, in effect, I0Us for a certain
amount of time.

* The main difference is that a bond is highly
tradeable. If you purchase a bond, there is
usually a marketplace where you can trade

it.
LOAN * Interest rates on government bonds are
= . A dgbt inlstrgmelnt provided by a bank generally lower. Loans are likely to have
-—um or financial institution that allows higher interest rates.
/—/—_—_37 recipient a fixed amount of money at _
time of transaction. * Government bonds are treated as low-risk.

ORGANIZATIONAL CHART

* Executive Director appointed by Board of

JIEDA Board of Directors Directors

v * Executive Director selects and controls all

Executive Director other personnel
Harry A. Huntley

* JEDA personnel are not state employees

(41-43-90), but do
o Participate in S.C. Retirement System;

, . . o Participate in State Health Insurance
Finance Manager Administrative Manager _
Angela Scott Claudia Miller Group; and are
nge o Protected by S.C. Tort Claims Act

SELF-FUNDED AGENCY

» JEDA operates at no cost to S.C. taxpayers nor from tax dollars appropriated by the S.C. General
Assembly.

» JEDA is a completely self-funded authority and an enterprise agency that is not part of the State SCEIS
or payroll system.
* JEDA offsets its costs mainly through bond issuance fees, annual bond fees, and bond application fees.

* |n 2022, the JEDA regulations were amended and the current fee schedule, adopted in 2009, are now
included in the Regulation (68-30).




BUDGET SUBMISSIONS

* 1992 Act 404, Section 11, amended JEDA statute 41-43-280 to read:

Notwithstanding any provision of law or regulation to the contrary, the authority shall continue to be
an "agency" for purposes of Chapter 78 of Title 15, but the authority is not considered an "agency" or
"state agency" or any other form of state institution for purposes of Sections 2-7-65 and 2-57-60.

* JEDA submits a budget to the Budget Office each year. Based on statutory language above, JEDA does
not believe this should be required.

* In 2005 and 2013, the Budget Office requested that JEDA be removed from the budget process, but
no further action has been taken.

PRIVATE ACTIVITY BONDS

“The term “conduit issuer” refers to an issuer of tax-exempt bonds in a conduit financing. A conduit financing is
generally a situation where tax-exempt bonds are issued by a state or local government and the proceeds are used
for a defined gualified purpose by an entity other than the government issuing tha bonds (the conduit borrower).”

q purp g g

-IRS, Your Responsibilities as a Conduit Issuer of Tax-Exempt Bonds, Page. 1

* Prior to the creation of JEDA, private activitiy bonds were issued by the counties, which were limited
in their scope and lacked transparency.

» JEDA serves as conduit issuer of bonds on behalf of a borrowing entity. Under the Internal Revenue
Code, certain for-profit entities and Section 501(c)(3) organizations can finance their projects with
tax-exempt bonds, but these entities cannot do so directly.

* They must borrow through a “conduit” issuer of bonds in order to receive the tax-exempt financing.

* Entities do not borrow from JEDA, but rather through JEDA, using JEDA as access to the capital
markets at tax-exempt rates.

* The marketplace determines if a bond is marketable, not JEDA.

+ JEDA and its counsel analyze each project’s eligibility for tax-exempt bond financing, as specified by
Federal law.

* JEDA has become the largest conduit issuer of private activity bonds in the State.

2. Issues Bonds /C\

v

i 1. Loan Documents '

mmm| . _ :
; 3. Bond Proceeds BANK

PLACEMENT

BORROWER

v

4. Bond Repayment
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Internal Changes,
Findings, and
Recommendations




INTERNAL CHANGES

Regulations

1. In accordance with S.C. Code Ann. § 1-23-120(J), JEDA has reviewed and updated its regulations. JEDA
eliminated all outdated regulations and added its current fee schedule to the regulations.

Human Resources

2. Due to the doubling of conduit bond issuances since 2017 and the increased requirements of the SSBCI
program, on November 7, 2022, JEDA hired a fulltime CPA.



Purposge

1. Despite being in existence for four decades, JEDA’s function and purpose are not
well known by the public at large.

Function

2. Under IRS rules, JEDA is the state’s “constituted authority” authorized to issue

private activity bonds on behalf of borrowing entities at favorable tax-exempt
interest rates.

Programs

3. JEDA administers three main programs: (a) the Industrial Revenue Bond Program; (b)
the Taxable Bond Program; and (3) the State Small Business Credit Initiative.

Milestones

4. Since its inception in 1983, JEDA has issued 620 bonds for a total of $14.5 billion.

Nonprofit Affordable Housing

5. During the last three years, JEDA has issued bonds for 27 affordable housing
complexes for over $741 million.

Efficient and Effective Bond Issuance

6. JEDA's streamlined bond issuing process is cheaper and faster than other bond
issuers.

Public Funds

7. JEDA's bond issuance activity does not place public funds at risk.




Budget

8. Because JEDA is a self-funded, quasi-public agency that operates at no cost to
taxpayers, JEDA is not included in the state budget.

Transparency

9. The State is accountable for JEDA for purposes of financial transparency; therefore,
JEDA is statutorily required to prepare and submit a myriad of annual financial
reports.

Legal Status

10. JEDA is an agency of the state, but its employees are not state employees.

Board Composition

11. Currently, two vacancies exist on JEDA’s Board of Directors, and of the remaining
eight directors, four are serving as holdover directors.

Duality of Roles

12. JEDA’s Executive Director is also the Executive Director of InvestSC and receives a
salary from both JEDA and InvestSC.

Nonprofit Corporation

13. JEDA has created two nonprofit corporations, neither of which are corporate
subsidiaries of JEDA.

Venture Capital Investment

14. The Venture Capital Investment Act authorizes designated investor groups to borrow
funds from lenders and invest those funds using state tax credits as collateral.




“RECOMMENDATIONS

Modernization of Laws

. The Committee recommends the General Assembly consider striking S.C. Code Ann. § 41-43-180 (2021) as
proposed by JEDA.

. The Committee recommends the General Assembly consider striking S.C. Code Ann. § 41-43-200 (2021) as
proposed by JEDA.

. The Committee recommends the General Assembly consider amending S.C. Code Ann. § 41-43-40 (2021) to
update the parties who serve ex officio on JEDA’s Board of Directors by adding the Secretary of the South
Carolina Department of Commerce and removing the Chairman of the State Development Board.

. The Committee recommends the General Assembly consider amending S.C. Code Ann. § 41-43-70 (2021) to
remove functions and duties JEDA no longer performs.

. The Committee recommends the General Assembly consider striking S.C. Code Ann. § 41-43-170 (2021) as
recommended by JEDA, which authorizes JEDA to create guaranty funds that may be used to guarantee or
insure or purchase insurance for loans.

. The Committee Recommends the General Assembly consider amending S.C. Code Ann. §§ 11-35-10 et seq.
(2011 & Supp. 2022) striking those parts of the Venture Capital Investment Act that allow designated
investor groups to borrow funds from lenders and invest those funds using state tax credits as collateral.

. The Committee recommends the General Assembly consider amending S.C. Code Ann. § 41-43-280 (2021)
to strike reference to section 2-57-60, which has been repealed.

. The Committee recommends the General Assembly consider amending S.C. Code Ann. § 2-7-65 by striking
reference to the Budget and Control Board and the Joint Legislative Appropriations Review Committee,
agencies that no longer exist, and inserting reference to the Executive Budget Office.
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