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September 30, 20011 

Mr. Roosevelt T. Halley 
Executive Direclor 
South Carolina Employmenl security Commission 
1550 Gadsden Street 
Post Office Box 995 
Columbia, South Carolina 29202 

Dear Ted, 

I have received your letter requesting that I submit a loan requesL to the U.S. Depanment of Labor for $15 
million for the fourth quarter of this year to cover unemployment benefits. From the standpoint of doing 
business in a professional fashion. the idea of wailing until wh81 amounTS to lhe last few days to notify Ws 
administration of an extreme financial need is both unprofessional and reckless. Unfortunately, in this 
instance. it weU may be an indicator in how lhe commission is acroally cun. Nonetheless, given lhe last minute 
nature of this notification, I am compelled to make the request for me fourth quarter, but I want LO be clear that 
going forward lhis Administration will not support future requests for loans without reforms. 

Let me be clear in my concerns. 

We believe timing of your request represents reckJess fiscal management Five days before the deadJine you 
ask us to requesl an emergency loan from the U.S. Department of Labor. From 2002 to 2006, annual revenue 
[0 the bUst fund increased by 32 percent. Yet, over the same period of time the siZe of the trust fund was 
reduced by half - despite declining unemployment claims. It is irresponsible to both taxpayers and to the 
unemployed who are ultimately served by the commission thai this decline continued for more than five years 
before the Employment Security Commission (ESC) publicly voiced coocem to the administration. 

Second. we believe the agency's spending priorities have been misguided. Despite this shrinking pool of 
funds, federal funds have been allocated away from client benefits to instead build buildings and it is the 
checks themselves rather than new buildings where the unemployed might collect a check that ultimalely 
mailers to the unemployed. Since the ESC received $1 to million in 2002. you have committed J1 percent of 
those funds (0 capital projects. In two cases over the past year. legislation has been sent [0 my desk 
authorizing expenditures of federal funds and both times I vetoed those bills. Not surprisingly, the legislation 
was overridden and work proceeded. I have lalen the Iibeny of atlDching those velO messages for you. 

Third. poor agency management has real life consequences. Recent reports indicate that the ESC has fallen 
behind on issuing checks 10 applicants and in some cases those checks take up to eight weeks to get out. These 
delays again hurt the very people who the ESC has been set up 10 help. 
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Fourth, the agency seems unable LO manage its own resources. Recent audits question the agency's abiliry to 
accurately and reliably manage the funds allocated to it. In October 2007 and again in February 2008, auditors 
cited concerns that management was not engaged enough in financial sla1ement preparation to detect errors. 
The audioors also cite a lack of proper staff training LO handle both cash-basis and accrual accounting -leading 
10 a discrepancy of$475,000 in one case. The auditors also noted that the ESC failed to prepare and deliver 
timely reporting information. 

Finally, the agency fails to be transparent and as a consequence there's a real lack of accountabiliry. Last 
December, our Secretary of Commerce sent a letter requesting coumy·specific data on jobless claims 10 better 
allocate workforce trn.ining and Commerce's economic development objectives with individual communities. 
This past August, economic development, higher education and business leaders echoed that: request, and in 
fact seven different organizations signed onlO a letter requesting this sort of II'al1Sparency from the agency. To 
date, neither of those requests has received a response. Meanwhile, states like Virginia can provide reaJ·time, 
counry specific unemployment information. If we are going to stay competitive in the global economy, we 
have 10 be on the edge of data, not years behind. I am submitting those requests again and asking you 10 
provide this information within the next three weeks. 

These concerns have led several in the legislative branch to mise with the administration the possibiliry of their 
calling for a legislative audil. While as a matter of procedure we cannot request one, we cenainIy support and 
would encourage these legislators to act on the concerns that they've raised indeed with a legislative audit I 
want to reiterate, we will not request any further support for the agency without reform. Further, we believe 
the ESC needs to provide the taxpayers and the General Assembly with much better accounting of its funds 
and provide a concrete plan to improve management. 

I am requesting that you begin working immediately with our Department of Commerce, business and 
economic development leaders and this office to address these serious deficiencies. I think that legislative 
change will ultimately be required to bring about more significant change within the commission and am 
committed to working with you and legislative leaders on this front as well. 

Thank you for your consideration to these matters. 

Sincerely, 

Mark Sanford 

MS/se.11 

Attachments 

cc:	 The Honorable W. Greg Ryberg 
The Honorable Harry F. Caro 
The Honorable Joe E. Taylor, Jr. 
The Honorable J. William McLeod 
The Honorable Rebecca Richardson 
The Honorable McKinley Washington, Jr. 
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1550 Gadsden Street 
P.O.Box995 

Columbia, S.C. 29202 

October 8, 2008 

The Honorable Mark Sanford
 
Governor of South Carolina
 
P.O. Box 12267
 
Columbia, SC 29211
 

Dear Govemor Sanford: 

We are in receipt of your leller dated September 30, 2008, confirming the 
submission of the loan application required for federal funds from the National 
Trust Fund, as well as your expression of other concerns. 

First of all, we want to thank you for submitting the loan application request, as 
this loan wiJI assure continued payment of benefits to unemployed South 
Carolinians. There is no other purpose for which this money can be used. 

We have monitored the depleting UI Trust Fund for the past six years, and have 
initiated the following actions: 

1)	 We have met with legislators over the pastlwo years to discuss the Trust 
Fund situation as it is our understanding that any reform to South Carolina 
Unemployment Laws and Unemployment Tax changes must originate in the 
Legislature; 

2) We have not raised the Maximum Weekly Benefit amount in two years; 

3)	 Every effort was made to reduce fraud and abuse by claimants and 
employers in the UI program; 

4) Agency staff were directed to put special emphasis on placing UI claimants in 
jobs to reduce the draw on the Trust Fund. 

For over 70 years this Agency has diligently accomplished its core mission, 
which is putting people to work and processing claims for Unemployment 
Insurance. Right now, we are paying out $15 million a week to 65,000 claimants; 
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our workload is greater than ever and all our federal administrative dollars have 
decreased. Yet, South Carolina was the first in our eight state region to process 
and issue the federal extended benefit checks. Needless to say, we are doing 
more with less, and our 1226 full and part-time employees are faithfully working 
to provide quality services. This would hardly be possible if, as your letter states. 
this Agency were managed in an unprofessional and reckless manner. 

Up until a couple of weeks ago, we were not aware of a substantial increase in 
the number of employer closings and pending layoffs that are scheduled to occur 
in November and December of this year. Upon receiving notification of those 
closings, we submitted a loan request to ensure adequate funds would be 
available to conlinue making UI benefit payments. All of our actions regarding the 
loan have been of a proactive and diligent nature and not conducted in any 
manner which should make you feel that you have been unduly forced to submit 
the request. 

It should be noted that there are approximately 35 other states which are 
currenffy facing insolvency of their Unemployment Trust Funds and the need for 
federal loans. 

As far as the reference to the decline in the Trust Fund, we have experienced 
more benefit claims paid every year than the amount of revenue received since 
2001. That on-going circumstance has resulled in the decline of the Trust Fund. 
It is also noted that we are required to submit an annual assessment report of the 
Trust Fund to the Senate Finance and House Ways and Means Committees. A 
copy of that report has been provided to your office for the past three years. 

Your second concern cited misguided spending priorities. We believe that the 
Agency's spending priorities are in line with citizens' needs. Since September of 
2004 we have constructed four new buildings, in Orangeburg, Newberry, 
Hartsville, and Beaufort. Each of these bUildings were financed with money from 
the 2002 Reed Act Distribution. The number of applicants using our services in 
these four locations has increased by an average of 400 per year, and each of 
these offices is a Comprehensive One-Stop. The total cost of these four offices 
was less than last week's Unemployment Insurance benefits payout. We 
believe that this is a reasonable amount to spend over a four year period to 
upgrade substandard facilities. However, in view of the current state of the Trust 
Fund, previously approved capital improvement projects have been suspended, 
as explained to Mr. Scott English during our meeting on September 22,2008. 

Thirdly, we are acutely aware of our customer's real life situations. and 
understand that some find themselves in dire circumstances. We endeavor to 
pay all claims in a timely manner; however, when 32,000 new claimants enler the 
system at once, as was the case with Extended Unemployment Compensation, it 
slows our workflow processes_ In these unprecedented circumstances. we make 
the necessary adjustments to account for workload, and we continue to carry on 



the core mission of the Employment Security Commission. Our staff are working 
extended hours through the week as well as Saturdays and Sundays, and 
temporary staff have been hired to assfst in processing this extraordinary 
workload. 

Your fourth concern addressed the ability of the Agency to manage its own 
resources. As we discussed with the auditors, we are required to report our 
financial activities to the Federal Government on a cash basis. While the auditors 
accept that cash basis for reporting purposes, they have requested we use an 
accrual method for their audit period. We accepted their recommendation and will 
make adjusting entries using an accrual basis, and they will be reviewed by 
management to ensure we maintain an accurate Trust Fund balance. The 
$475,000 "discrepancy" was an adjustment between an accrual and cash basis 
accounting period. In fact, there were no questioned costs cited jn this recent 
audit. Our management staff is and has been engaged in the preparation of 
financial statements. We are also well aware of the need for on-going staff 
training in the financial reporting area and will continue to proVide such training. 

We would also like to point out that our Agency has just been cited by the U. S. 
Department of Labor as having the best performing tax operations for a medium 
sized state. The national award (Performance Excellence in Tax Operations) 
criteria are based on the validity of the tax data and timeliness of various tax 
operations. 

Finally, I would like to address your concern that the South Carolina Employment 
Security Commission lacks accountability and transparency. The Commission 
supports every effort and is ready to partner with the Department of Commerce 
to promote economic growth in the state. However, I must point out that 
information as to why unemployed claimants lose their jobs is not an item 
captured in a readily accessible database. The ability to collect this information 
would require computer programming for which we lack funding. Furthermore, 
the time involved with this endeavor would stifle ongoing projects such as our 
direct deposiUdebil card initiative. The direct deposiUdebit card project must be 
a priority for our Agency as it will eliminate an enormous amount of postage cost. 

We will reconvene the original work group to determine the scope of work, to 
establish time lines, and determine what other aspects might be addressed to 
accompiish the goals of transparency and accountability. This may include 
research into what is being done at the Virginia Employment Commission and 
the feasibility of doing something similar through our Agency. In any event, 
additional funds will be required to make these changes. 

In closing, Governor Sanford, aside from the fact that these charges are unfair 
and unjustified on their own merits, you tolally overlook the very real successes 
this Agency has accomplished in terms of the people we put back to work and 
the timely payment of benefits to those unemployed through no fault of their own. 
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In our last program year. we made UI benefit payments to 318,779 claimants
 
totaling $397,661.018.
 

Based on the common measures by which all workforce development programs 
are judged, the South Carolina Employment Security Commission's entered 
employment rate for the preceding program year (July 31,2007 to June 30, 
2008) was 70.05 percent, well above our negotiated goal of 67 percent. In other 
words, we found jobs for 70 percent of our customers as a result of services
 
provided by our workforce centers.
 

let me assure you that the South Carolina Employment Security Commission will 
continue to carry out its mission: to provide quality, customer-<lriven workforce 
services that promote financial stability and economic growth. 

Sincerely, 

~"1.~ 
Roosevelt T. Halley 
Executive Director 
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cc: Lieutenant Governor Bauer 
Senator McConnell
 
Senator land
 
Senator leatherman
 
Senator Ryberg
 
Speaker Harrell
 
Representative Cato
 
Representative Cooper 
Representative Ott 
Commissioner McLeod
 
Commissioner Richardson
 
Commissjoner Washington
 
joe Taylor 




