
'. ì.

1j "f

:.t t'.:.! 
ttt 

t

l\1,

",t,.
\ 1,' 

]

,r': .l

THE HONORABLE CURTIS M. LOFTIS, JR.
State Treasurer

October 14,2016

The Honorable Wm. Weston J. Newton
Chairman, House Legislative Oversight Committee
228Blatt Building
Columbia, SC 29201

Dear Chairman Newton:

I am writing to provide proper context to the matters discussed in Comptroller
Eckstrom's letter dated september 2r,2016. Although the letter discussed
accounting issues meaningful only to those directly involved, Comptroller Eckstrom
chose to widely distribute it and to ensure it would be posted on the internet. Clearly,
a spirit of cooperation and a phone call would have been more helpful in resolving
this issue. However, the Comptroller's wide circulation of his letter necessitates a
review of the pertinent facts so that the reader might be properly informed about this
commonplace event.

When the Comptroller converted his software systems, the issues that arose during his
conversion required the Comptroller to grant himself the month of December and an
extra 158 days to complete the 2012 CAFR (after the December 3 1 deadline). The
Comptroller transmitted his delinquent CAFR on June 7,2013.

Additionally, in the second year Comptroller Eckstrom granted himself the month of
December and an extra 45 days to complete the 2013 CAFR (after the December 31
deadline). He transmitted his delinquent document on February 14,2014.

During these times, the Treasurer's OfÍice, in a spirit of cooperation and in the best
interest of the State, provided assistance and support to the Comptroller's Office even
though the Comptroller refused to provide the Treasurer's Office with a written
reason for the delay.

Interestingly, during the Treasurer's office current, multi-year conversion,
Comptroller Eckstrom successfully lobbied to have the reporting dates moved
forward by ten days, shortening the time allotted to compÈte this important year-end
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reporting in a timely and accurate manner. The issues associated with the Treasurer's
Office conversion requires approximately two weeks of additional time to complete
its year-end work, but the Comptroller has refused to grant flexibility in the reporting
dates and has, inexplicably, worked to publicly broadcast what should be a routine
matter associated with year-end reporting.

Complications often arise from complex software system conversions, and the
Comptroller's personal experience makes him well aware of this fact. We are
dismayed that the Comptroller, without consulting with his office's most significant
year-end reporting partners, worked to arbitrarily move forward the reporting dates
and has therefore created a controversy where none should exist.

The deadline for the CAFR's publication is December 31 of each year, and it is not a
date selected by the Comptroller; it is set by the Govemment Finance Officers
Association (GFOA). Instead, the Comptroller sets the reporting and publication
schedule. While timeliness is important, setting the schedule too soon after the year-
end close can affect the accuracy of the reporting. Setting a schedule that allows for
both timeliness and accuracy requires consultation, partnership and communication
among all parties. Unfortunately, these three important components were missing
from this year's efforts.

The responsibility for the State's relationship with the rating agencies, the interaction
with certain federal agencies such as the Securities and Exchange Commission (SEC),
Municipal Securities Rulemaking Board (MSRB) and others, and the continuing
disclosure mechanism (EMMA) fall to the State Treasurer and not the Comptroller. I
can assure you that, with the exception of the two CAFRs made delinquent by the
Comptroller's inability to convert his software in a timely manner, those
aforementioned groups are pleased and impressed with the Treasurer's Office
management of these relationships and our handling of the delinquent CAFRs in
particular.

Please find attached the documents submitted by the Treasurer's Office to the MSRB
continuing disclosure website, EMMA. These postings detail the history of the
Comptroller's inability to meet important deadlines and a sampling of the efforts
made by the Treasurer's Office to soothe the anxieties of those that depend on the
State's timely and accurate financial information.

Clearly, government officials should work together in a cooperative spirit as it is in
the best interest of the people of South Carolina to do so. Utilizing a public venue in
an effort to gain political advantage does not best serve the people of our State. I can
assure you that the information supplied by the Treasurer's Office will be timely,
accurate and free of political grandstanding. However, the reporting dates must be
reasonable and established after consultation with the reporting partners.
I am attaching my previous letter to Comptroller Eckstrom, dated September 30,
2016. Please forward this letter and attachments to your committee and others, as
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necessary. Also, please post my communications alongside the Comptroller's on the
LOC website. As always, feel free to contact my office should you have any
questions.

Curtis M. Loftis, Jr.
South Carolina State Treasurer

CML/ebf

Enclosures

cc: The Honorable Hugh K. Leatherman, Sr., Chairman, Senate Finance Committee
The Honorable Brian W. White, House Ways and Means Committee
The Honorable Richard Eckstrom, Comptroller General
George L. Kennedy III, State Auditor
Marcia Adams, Executive Director, Department of Administration
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NOTTCD TO MUMCIPAL SECURITIES RT]LBMAKING BOARD
OF FAILIJRE TO FILE ANNUAL REPORT

Issuer:

Obligations:

Date of Issuance: Various

STATE OF SOUfiTCAROLINA

F, RichardHarmon, Jr
Senior A¡sistant State Treasurer, on behalfof
Curtis M. Loftis, Jr., State Treasurer

State of South Carolina

9*ou1 Obligarion State Capital lryroveme,lt Bonds;
Gcnßral Obligation State llighway Bonds;
General Obligation State Institution Bonds

(issued on behalf of various State institutions);

9*rol Otligation State School Facilities Bonds;
ge,n€ral Qbf igation Staúe Transportation Inûastu€true Bond¡;
G¡ncral Obligæion State Economic Development Bonds;
Ge'neral otligation state Res€arch university Inûastrustr¡r€ Bonds;
General obligation st¿te Air carrier Hub T€rniûal Facilities Brrd;;
Heritage Trust Revenue Bonds; and
Installment Purohas€ Revenrue Bmds andRevenue Notes

All of the State of South Carolina

NoTIcE Is HEREBY GIVEN that the lssuer has not provided an Annuat Report with rcspect to the
1bo_ve-refere,nccd Obligation-s as requircd by provisions of the Resolutio¡s pursuânt to which the
obligations have been issued and Section 3 of the State's Continuing Discfosure unaertal(irg.

The state anticipates that the Annual Report will b€ filed byFebruary 2g,20r4.

By:

January 31,2OI4

Signature Redacted



NOTTCE TO MTTNICIPAL SECURIflES RULEMAKING BOARD
OFFAILIJRE TO FILE ANNUALREPORT

Issuer:

Obligations:

Date of Issuance:

STATE OF SOUTTT CAROLINA

By:
M.I¡fris, Jr.

St¿te Treasur€r

State of South Carolina

9**l Oþligntion State Capital Irnprovernelrt Bonds;
Gürßral Oblígation State Higbway Èonds;
General Obligation State Institution Bonds

(issued on be,half of various State institutions);
Geûaal Obligation State School Facilities Bonds;

9**t Obligation Staûe Transportation fnfitstn¡cture Bonds;
Ge,neral Oblígation Statc gconómic Devclopnre,nf Bonds;
General obligation stato Rcscarch univcrslty Infrastucture Bonds;
Geircral obligatio'n staûe Air canier Hub Tdminal FacÍlities gonÃ;
Heritage Trust Revenue Bonds; and
Instâttnr€nt Purchase Revenue Bonds and Rev€,oue Notes

All of the State of South Csrotinå

Various

NoTIcE Is HEREBY GrvEN thst tbe Iszus has uot provided an A¡¡ual Report with ræpect to the
1!9-ve-referenced Obligations as 

-required 
by provhions of ths Resoh¡tions purguaat to whísh the

Obligntione bave beeir issued and Sestíon I olthe State's Contimring Di*f"t"". U;Jrî"ldrg.

The state anticípares that the Annual R€port will be filed by Fcbnrary l g, 2013.

January 31,2013

Signature Redacted



NOTICE TO MUMCIPAL SECURITIES RULEMAKING BOARD
OF FAILURE TO FILE ANNUAL REPORT

State of South Ca¡olinaIssuer:

Obligations:

Date of Issuancc: Va¡ioru

SOUTHCAROLINA

G€neral Otligation State Capital Impmvement Eonds;
General Obligation State Higþway Bonds;
Ge¡rcral Obligation State llstitution Bonds

(issued on bebalf of va¡ioru Stsæ institrtions);
Gøeral Obligation State Sc,hool Faoilities Bonds;

9*u*1 Obligation Stat€ Tnnspøtation hfrasrructure Bonds;
9*"ol Obligation State Fponomic Dovelopnmt Bonds;

9**l obligation state Research univcrsity Inû¡snuctr¡re Bonds;
General obligation stateAir carrisHub rüminål Facititiæ gmds;
Herifage Trr¡st Rw€,nuc Bonds; and
Installme,nt Pr¡¡chase Rwenue Bonds and Revenue Notcs

All of the State of South ea¡.slin¡

NOTICE IS HEREBY GIVEN tt¡at the Issuer has not provided an Annual Report with rospect to the
1þ_yerefere¡ced0btigations as required by provisionr of the Resolutions pursuant to whi-c,h the
Obligations harc been issued and Section 3 of the State's Continuing Disctãsure Undertaking.

The State's Office of Conrptroller Geneial has advised tha the Annual Report will bc available for
publication and filed byMarch 29,2013,

Byr
Cbrtis M. Loffis, Jr
State Treasurer

February 18,2013

Signature Redacted



NOTICE TO MT'NICIPAL SECURTTIES RI,JLEMAKING BOAÌD
OF FAILURE TO FILE.ANNUAL REPORT

Issuer:

Obligations:

Date of lssuance:

State of South Camlina

9**l Obligation Staüe Capital lryrovcme,nt Bonds;
Geoeral Obligation State Highvay Bonds;
General Obligation State l¡stitution Børds

(issued on be,half of various State instihrtions);
General Obligation State School Facilities Bonds;

9*ol Obligation Súato Tlunsportation Infrast¡¡c,tr¡re Bonds;

9*.rrl ObligEtion State Economic Develo,pment Bonds;
Gc'ner¡l obligøtion state Resesrch university lnfrastnrcture Bonds;
General obligation state Air carrier Hub rárinal Facilities gonds;
Heritage Trust Revenue Bonds; and
Installment Purchase Reve,lrue Bonds and Revenue Notes

All of the State of South C¡rotiru

Various

NoTIcE Is HEREBY GIVEN that the Issuer has not provided an Annual Repo¡t with respect to the
abo-ve'referenced Obligations as requíred by povisions of the Resolutions pursuant to which thc
obligations havc been iszuad and section 3 of the sråre's Continuing Dirrfor*i uoã-Jutt'g]

The State's Ofüce of Comptroller Ge,oeral has advised the Offico of State Treasurff tt¡¡t the Annual
Re,port will be available for publicAion and filed by April 30, 2013.

OF SOInÏT CAROLINA

Curtis M. Ioftisn Jr.
State Treasurer

March 29,20L3

Signature Redacted



NOTICE TO MUNICIPAL SECURITIES R{TLEMAKING BOARD
OF FAILT'RE TO FILE AI\ÍNUAL REPORT

St¿te of South Ca¡olinaIssuer:

Oblígations:

Date of Issuance: Various

STATEOF SOUTHCAROLINA

F. Riqhard Harmon, Jr.,
Sørior.Assistant Saæ Trcasurer, on behalf of
Curtis M. l,ofris, Jr., State Treasurer

General Obligation State Capital lrrprovement Bonde;
General Obligatim St¿t€ Highway Bonds;
General Obligation State lristitution Bonds

(iszued onbehalf of va¡ious State institutions);
Ge¡rcral Obligation State Schoot Facilities Bonds;

leneral Obligation Statc Îanrportation Infrastructure Bonds;
General Obligatiør Stat€ Econsmic Dwelopmcnt Bonds;
Gencral Obþatioa State Researeh Univøsity Infrastuctur€ Bonds;
General obligation statc Air ca¡rier Hub Ternoin¡l Facilities Bonds;
Heritage Trust Revenue Bonds; and
hstalln¡ent lìrrshase Revcnue Bonds and Revenue Notes

All of the State of South Ca¡oliua

NOTICE IS IIBREBY GI-N that the Issuer has not provided an A¡¡nual Report withrcspêcr to the
above-referenced Obliptions as requircd by provísions of thc Rcsolutions pursuant to which the
Obligatíons have been issuod and Scction 3 of the State's Continuing Discíosurc Undqtaking,

The State's Ofüce of Coryholler General has advÍsed the Office of State Treasurer t¡at the A¡nual
Report will be available for publication and filed by May 31, 2013.

By:

April30, 2013

Signature Redacted



Issuer:

Obligations:

Date of Issuance:

NOTICE TO MI.JNICIPAL SECTJRITIES RULEMAKING BOARD
OF FAILURE TO FILE ANNUAL REPORT

Statc of South Carolina

!€neral Obligation SAæ Capital Improvemeirt Bonds;
!øeral Obligation State Highway nonds;
General Obligation Stat€ lûstitution Bonds

(issued on be,balf of va¡ious State institutions);

!øeral Obligation State School Facilities Bonds;

9*eral Obligation State Tnnsportation Infrastructure Bonds;
9**l Obligation St¿to Economic Developrne,nt Bonds;
9**l obligation state Research universíty Inû"s'r¡ctu¡r Bonds;
g€n€ral obligation state Air canier Hub rerminal F*i¡jiì*-il;;;
Heritage Tn¡st Rwenue Bonds; and
Installment Pr¡rchase Reve¡ïue Bonds and Rev€rrue Notes

All of the State of South Ca¡olina

Va¡ious

NoÏÏcE Is HEREBY GIVEN that the Issuer has not provided an Annual Report with respect to the
1{-ve-r9ro9ncø obligations as lquired by provisions of the Ræolutiom pursuant to which theoblisations bave bee¡r issued and section lolthe ståte,s continuint Did;ril ù'¿;rld"g]
The State's Office of Comptroller Gene,ral has advised ths Office of Statc Tre¿surer that the AnnualReport wiu be available for publication and fìred by June 30, zoß.

STATEOF SOUTH CAROLINA

F, Harmor¡ Jr.,
Senior Assistant State Treasurer, on behalf of
Cudis M. Ioftis, Jr,, State Treasur€r

By:

May 31,2013

Signature Redacted



THE HONORABLE CURTIS M. LOFTIS, JR.
Statc 'flcast¡rcr

September 30,2016

Richard Eckstrom, CPA
Comptroller General
Offrce of the Comptroller General
1200 Senate Street
Columbia, SC2920l

**tß./*^,[,Mr

The State Treasurer's Office (STO) is in receipt of your letter of the 2lst of September and delivered
to our office on the 26th.

As the State's Comptroller and the Chairman of the SCEIS Executive Oversight Committee you are
aware of the ongoing conversion of the complex and antiquated legacy systems in the State
Treasurer's Office. This conversion is a monumental task no other State Treasurer has chosen to
undertake. The Legislaturc has been supportive and understanding ofthe process and realizes that
having investment activity integrated into the SCEIS accounting system provides significant
improvements in day-to-day operations, as well as greater reporting and data analysis. Your staff
participated in and was instrumental in the conversion process, especially as we refined important
definitions and developed both accounting and reporting deliverables. Of course, my offìce and the
SCEIS team have devoted tremendous amounts of time and resources to both the conversion and to
providing information to our partners about the conversion process. I can assure you, no one desires
the timely and accurate completion of the conversion more than l.

As with any major convercions of this size and complexity, it is understandable that accounting and
reporting issues will arise and must be dealt with in order to ensure timely and accurate reporting.
The procedures to test for issues and analyze them are extensive and ongoing, I assure you the issue
at hand is our top priority, and substantial progress is being made.

Therefore, I respectfully request flexibility regarding the reporting of certain information produced
by the STO. The end users of that information have received notice that their reporting dates have
been advanced by l5 days, to October I't. This deadline has come as a surprise to many State
agencies and to my offrce; in fact, the STO was just recently made aware of the new deadlines by a
conversation with the State Auditor's Office. We believe we will meet, as planned, the original
deadline of October I 5; therefore, we are asking for no more time than the original deadline allowed.

The STO was not included in your requested proviso, and we were not provided advanced notice or
instructions from your office. The promulgation of the State's frnancial statements involves and is
dependent upon input, resources and cooperation of many parties in addition to the Comptroller
General's Office. Had the STO been consulted, we would have strongly advised against shortening

(t103) 734-2101 l;ax (803) 734-2690
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the time allowed for year-end reporting, as such deadline changes during a complex and lengthy
conversion are unlikely to be heþfrrl to the effort of timely and accurate reporting. May I suggest a
Ieadership team be created oonsisting of representatives of the Compüoller General's Offrce, the
State Auditor's Offtce, the State Treasurer's Offrce, and other parties as you see fït, so that we might
work more cooperatively in furtherance of the stated goals of a timely and accurate CAFR?

Your support of our request for more time to complete reporting delayed by this conversion of
st¿tewide systems will be appreciated just as we believe you appreciated our support for you during
your SCEIS CAFR conversion. The Comptroller's Office struggled with similar burdens caused by
these long over-due conversions, and the resulting complications \ryere that the June 30, 2012 CAFR
was submitted over five months after the due date, and the June 30, 2013 CAFR was submitted six
weeks after the due date. During that two-year period, my oflice diligently worked to assist your
offrcc in an effort to resolve the impact of the late CAFRs. We adjusted the date and required work
schedules for a large bond issue. We also spent signifrcant time and energy with the rating agencies
and others to assure them that the delinquent CAFRs were due to "one off' complications caused by
a complicated conversion and not because of any govemance or technical issues.

More than ever, in this important conversion year, I ask that we work cooperatively for the good of
the State, affording the necessary time for success inthis important underøking rather than risking
errors through hasûe. I do not ask for 5 months or 6 weeks, as your offrce required, but for 2 weeks
(and possibly less) to supply the information requested.

I am confïdent additional resources are unnecessary since the existing resources ofboth SCEIS and
my ofÏice are addressing the issue and are proving to be adequate to achieve the objective. The one
essential element currently lacking that would ensure our ultimate goal of accurate, reliable reporting
is additional time, which you can provide us.

We have concluded the issue in the Investment and Market Cost GAAP Basis Report (TIM814) and
Yearly Premium Discount and Accrued Interest Report (TIM8OI) occurred during the development
of a yearly report. The methodology of the report was based on an understanding of definitions
acknowledged by your oflice, my office and SCEIS. Unfortunately, we believe the definitions, while
agreed upon by all parties, should have been clearer prior to the design of the report. As a result, the
calculation within the report is overstated.

rile have confirmed that Cash Receipts have been accurately stated, reconoiled to our trustees at the
Bank of New York Mellon, and appropriately distributed to agencies. We have also engaged an
independent fïnancial reporting and systems implementation frrm to validate the allocation of
Investment Eamings balances with the yearly reports. These experts have also validaæd the
calculation of accrued interest at the portfolio level. As a result of these validations, I am confïrming
that there rryas no cash impact on the general, special revenue or earmarked funds. As that work
continues, we remain in touch with our sister State agencies to apprise them of our progress.

Our offtce has worked, and is continuing to work, to validate and release enhanced data. PlEase find
attached a list of agencies potentially impacted by the distributed report. It is important to note some
agencies have provided and continue to provide average accrued interest. It appears that this matter
does not impact several agencies given that their funds are not invested by the STO, and some
agencies have already been provided with a revised amount.



We remain committed to the conversion to and operation of a single Satewide Enterprise
Aooounting System. I also request that we be given a contact in your offïce that might work closely
wíth us so our communication can be less formal and more appropriate for such technical, important
and fluid activity.

Again, we thank you for your patience and we look forward to your support in extending the deadline
to the original deadline of October 15. rWe would be pleased to meet with you and the State Auditor
to arrange a reasonable extension as we work toward completing this significant statewide
oonverslon.

Sincerely

Curtis M. Loftis, Jr.
South Carolina State

CML/ebf
Enclosure

Signature Redacted



E550
F500
H670
1320
P360
P400
P450
R120
R140
u120
u150
Y080
Y140

Audited Agencies

SFAA- lnsurance Reserve Fund
P EBA- Reti reme nUl nsu ra nce Be nefits/Defe rred Com p
Ery
State Housing Authority
Patriots Point
Conservation Bank
Rural lnfrastructure Authority
State Accident Fund
Medical Malpractice Patients Comp Fund-AA
Department of Transportation
Transportation lnfrastructure Bank
Department of Commerce-Palmetto Railways
State Ports Authority

Gollege and Univensities

H090
H120
H150
H170
H180
H210
H240
H27A
H470
H510
H590

The Citadel
Clemson University
College of Charleston
Coastal Carolina University
Francis Marion University
Lander University
South Carolina State University
University of South Carolina
\Mnthrop University
Medical University of South Carolina
SC Tech Systems




