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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING


August 15, 2007             2:00 P. M.
The Budget and Control Board (Board) met at 2:00 p.m. on Wednesday, August 15, 2007, in the Governor's conference room in the Wade Hampton Office Building, with the following members in attendance:

Governor Mark Sanford, Chairman;

Mr. Converse A. Chellis, III, State Treasurer;
Mr. Richard Eckstrom, Comptroller General; 
Senator Hugh K. Leatherman, Sr., Chairman, Senate Finance Committee; and
Representative Daniel T. Cooper, Chairman, Ways and Means Committee.

Also attending were Budget and Control Board Chief of Staff William E. Gunn and Division Directors Thomas Lucht and Rich Roberson; General Counsel Edwin E. Evans; Governor’s Deputy Chief of Staff Scott D. English; Deputy State Treasurer Frank Rainwater; Comptroller General’s Chief of Staff Nathan Kaminski, Jr.; Senate Finance Committee Budget Director Mike Shealy; Ways and Means Committee Chief of Staff Beverly Smith; Board Secretary Delbert H. Singleton, Jr., and other Budget and Control Board staff.  

Adoption of Agenda for Budget and Control Board
Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board adopted the Budget and Control Board agenda after amending the agenda to add an item concerning the sale of the Sullivan’s Island property and an item concerning a resolution on behalf of former Board Executive Director Henry J. White.
Minutes of Previous Meeting


Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board approved the minutes of the June 12, 2007, Budget and Control Board meeting.
Blue Agenda


Upon a motion by Senator Leatherman, seconded by Mr. Chellis, the Board approved blue agenda items as noted herein.  

State Treasurer:  Bond Counsel Selection (Blue Agenda Item #1)

The Board approved the following notification of the assignment of bond counsel for conduit issues and other revenue issues for which Board approval was requested:  

CONDUIT ISSUES:  (For ratification of Issuer’s Counsel only)

	Description 

of Issue
	Agency/Institution 

(Borrower)
	Borrower’s 

Counsel
	Issuer’s 

Counsel

	$1,500,000 Francis Marion University Foundation
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	Nexsen Pruet

	$1,750,000 Dorchester Habitat for Humanity, Inc.
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	Parker Poe

	$6,000,000 Advanced Composite Materials, LLC and QM Holding LLC
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	Nexsen Pruet

	$10,000,000 OS Columbia LLC and S&H Brothers, LLC
	South Carolina Jobs Economic Development Authority
	Nexsen Pruet
	Haynsworth Sinkler Boyd

	$10,000,000 Goglanian Bakeries, Inc.
	South Carolina Jobs Economic Development Authority
	Nexsen Pruet
	McNair Law Firm

	$25,000,000 Ashley Hall Foundation
	South Carolina Jobs Economic Development Authority
	Howell Linkous & Nettles
	Haynsworth Sinkler Boyd

	$19,700,000 Goodwill Industries of Lower South Carolina, Inc.
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	Nexsen Pruet

	$82,200,000 Conway Hospital, Inc.
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	Parker Poe

	$124,500,000 EOP CCU, LLC
	South Carolina Jobs Economic Development Authority
	Parker Poe
	Haynsworth Sinkler Boyd


OTHER REVENUE ISSUES:

	Description of Issue
	Agency/Institution
	Approved Bond Counsel

	$131,700,000 Senior Lien Education Loan Revenue Bonds, 2007 Series
	South Carolina State Education Assistance Authority
	McNair Law Firm



Information relating to this matter has been retained in these files and is identified as Exhibit 1.

General Services Division:  Charleston Naval Complex Redevelopment Authority Lease to Federal Law Enforcement Training Compound (Blue Agenda Item #2)

The Charleston Naval Complex Redevelopment Authority (RDA) wished to lease dormitory space to the Federal Law Enforcement Training Compound (FLETC), the successor agency to the Border Patrol.  When the naval base was divided between the City of North Charleston and the South Carolina Ports Authority (Port), parts of the property the RDA received encroached onto FLETC territory and contained no dormitory space for FLETC employees/trainees.  The Port agreed to give up the property that encroached onto FLETC and to lease the dormitory space on the Port property until FLETC could build dormitories on their property.  FLETC did not have signature authority to enter into a lease agreement with the Port, but did have the authority to sign with the RDA.  Therefore, the RDA agreed with the Port’s request to sign the lease.  The lease ends on June 30, 2010.  Once the lease expires the dormitories will be razed to make way for the Port facility.  The rent is $1 per year.  FLETC accepts the dormitories “as-is” and is responsible for all maintenance, utilities, improvements, etc., at no costs to the RDA.

Governor Sanford commented that it is his understanding that the State is still collecting about $3 million per year that goes to the RDAs with about $2 million going to Charleston and $800,000 going to Myrtle Beach.  He said that the RDAs were created in the aftermath of the BRAC which had impact in Charleston and Myrtle Beach.  He said that the purpose for which the RDAs were created has now been served.  He said that things continue to be done in the RDA context premised on $3 million each year going from taxpayers to RDAs.  Governor Sanford said that this highlights the antiquated structure and the need for change.

The Board approved the proposed Charleston Naval Complex Redevelopment lease of dormitory space to the Federal Law Enforcement Training Compound for $1 per year until June 30, 2010.
Information relating to this matter has been retained in these files and is identified as Exhibit 2.

General Services Division:  Easements (Blue Agenda Item #3)

The Board approved the following easements in accordance with SC Code of Laws Sections 1-11-80, 1-11-90, 1-11-100, and 10-1-130 as recommended by the General Services Division:

	(a)
	County Location:
	Berkeley and Charleston Counties

	
	From:
	Budget and Control Board

	
	To:
	South Carolina Electric and Gas Company

	
	Consideration:
	$3,950

	
	Description/Purpose:
	To grant an easement consisting of four underground crossings totaling 7.9 acres for the installation, operation and maintenance of a 115kV cable beneath Beresford Creek, two Beresford Creek tributaries, and the Wando River to connect Daniel Island to the Wando Terminal (Phase 3) and complete the tie from Mt. Pleasant to North Charleston.


	(b)
	County Location:
	Chesterfield County

	
	From:
	Budget and Control Board

	
	To:
	Progress Energy Carolinas, Inc.

	
	Consideration:
	$556

	
	Description/Purpose:
	To grant a .028 acre easement for the construction, operation and maintenance of a siren notification station for the H. B. Robinson Nuclear Plant on property of Sand Hills State Forest.


	(c)
	County Location:
	Beaufort County

	
	From:
	Budget and Control Board

	
	To:
	Beaufort-Jasper Water & Sewer Authority

	
	Consideration:
	Additional $46 / Original consideration was $2,480 

	
	Description/Purpose:
	To grant an additional .23 acre to a 9.9 acre easement granted by the Board at its 8/22/06 meeting because of a construction modification necessary at the east side of the Beaufort River.  The easement is for installation, operation and maintenance of a force main across the river to transfer reclaimed water from the Port Royal Water Reclamation Facility to the Secession Golf Club as recommended by the Authority.



Information relating to this matter has been retained in these files and is identified as Exhibit 3.

General Services Division:  John de la Howe School Lease (Blue Agenda Item #4)
In accordance with Proviso 4.2 (2007-2008), the John de la Howe School proposed leasing a house (approximately 1,600 square feet) on the campus in McCormick at 952 Hwy 81, to Mr. Don Mobley, a clinical therapist at the school.  Because of after-hour duties for employees and the school’s remote location, on-campus residency is advantageous and is an effective recruitment and retention tool for the school.  The laws and regulations protecting the safety and confidentiality of the children receiving treatment at John de la Howe School preclude leasing on-campus residences to the general public.  

The initial lease term will begin from the date signed by both parties until June 30, 2008, with renewal for additional periods of 12 months extending from July 1 to June 30 each year, at the discretion of the school during the tenants tenure.  Rent will be $250 per month, and adjusted annually if necessary to reflect market conditions.  As additional consideration, the tenant will agree to serve on the school’s emergency services duty team.  Operating costs will be paid by the school.  The lease may be terminated by either party with 30 days written notice. 
The Board, upon the request of the John de la Howe School, approved the proposed lease of an approximately 1,600 square feet house on the John de la Howe campus in McCormick at 952 Highway 81 to Mr. Don Mobley, a clinical therapist at the school.

Information relating to this matter has been retained in these files and is identified as Exhibit 4.

General Services Division:  Patriots Point Development Authority – (1) A Proposed Settlement Agreement and Amendment to Leases Settling Arbitration Proceeding, and (2) A Proposed Seventh Amendment to Parcels B, C and D Lease (Blue Agenda Item #5)

Arbitration was instituted to resolve a dispute concerning the interpretation of a provision (Article XXXI) in certain leases.  Article XXXI currently prohibits Patriots Point Development Authority (PPDA) from permitting or constructing hotels, motels or similar facilities on certain parcels until January 1, 2012. 

The Settlement Agreement resolves the parties’ disputes regarding Article XXXI by amending all of the applicable leases.  The substance of the Settlement Agreement is to allow all parcels to immediately commence hotel planning and construction (but not operation for Parcel E and other PPDA land) to shorten the time period of the hotel use prohibition from January 1, 2012 to January 1, 2010, and to clearly set forth the exclusions from the prohibition to be - (1) Parcel A; (2) Parcels B, C and D; (3) land adjacent to Parcels B, C or D; and (4) Parcel A-1. 

The Settlement Agreement will, (1) resolve the interpretation of the Article XXXI hotel exclusivity provision by amending the leases and provides for the dismissal of the arbitration and related state court action, and (2) will allow PPDA to develop and receive revenue from unleased tracts four to five years sooner. 

The proposed Seventh Amendment made the following substantive changes to the B, C and D lease - (1) extends the date by which the tenant must commence construction to August 1, 2008; (2) increases the minimum rent from $15,000 per month to $20,000 per month beginning August 1, 2007, $25,000 per month beginning August 1, 2008, and $30,000 per month beginning August 1, 2009; and (3) provides for rent to be the greater of minimum rent or percentage rent for the life of the lease. This rent increase will be a substantial change beneficial to the PPDA.

Mr. Roberson advised the Board that since the item was first brought to the Board Senator Leatherman met with the principals involved and added value to the leases.  He said the Parcel E lessee has added $10,000 minimum rent per year which otherwise would not have to be paid until the 2016.  He said there has also been an agreement by one of the tenants not to develop condominiums.  Senator Leatherman stated that the additional rent is $10,000 per month for an additional $120,000 per year which the Authority will receive.  Senator Leatherman stated that the Authority received $360,000 in additional money for Parcels A, B, and C.  He further stated that the GALIC group was agreeable to not allow timeshares on the sale of condominiums. 


By way of a motion by Senator Leatherman, seconded by Mr. Chellis, the Board agreed to amend the Board action requested for this item as follows:
(a) 
Before executing the Settlement Agreement and Lease, the Director of General Services is directed to execute a separate amendment to the Parcel E Lease with the Ginn tenant to provide that beginning September 1, 2007, the rent on Parcel E is the greater of (i) minimum rent of $10,000 per month, or (ii) the rental that is currently provided in the Parcel E lease; 

(b) 
Before executing the Seventh Amendment, the Director of General Services is directed to execute amendments to the Parcel B, C and D Lease, the Parcel A Lease and the Parcel B-1 Lease prohibiting condominium or time share development on those parcels; and

(c)
From time to time, as the Authority (a) receives Master Plans (and corrections or updates) for approval under Article III, Section A of the leases amended by the Settlement Agreement and Lease Amendment, the Authority will provide copies of the same to the Director of General Services to afford B&CB members opportunity for review and comment; and/or (b) decides to solicit tenants for unleased parcels at Patriots Point, the Authority will provide copies of the proposed leases and Request for Proposal packages to the Director of General Services to afford B&CB members opportunity for prior review and comment;

The Board approved the lease amendments submitted by the Patriots Point Development Authority (“Authority”) as follows: 

(a) 
Before executing the Settlement Agreement and Lease, the Director of General Services is directed to execute a separate amendment to the Parcel E Lease with the Ginn tenant to provide that beginning September 1, 2007, the rent on Parcel E is the greater of (i) minimum rent of $10,000 per month, or (ii) the rental that is currently provided in the Parcel E lease; 

(b) 
Before executing the Seventh Amendment, the Director of General Services is directed to execute amendments to the Parcel B, C and D Lease, the Parcel A Lease and the Parcel B-1 Lease prohibiting condominium or time share development on those parcels; and

(c)
From time to time, as the Authority (a) receives Master Plans (and corrections or updates) for approval under Article III, Section A of the leases amended by the Settlement Agreement and Lease Amendment, the Authority will provide copies of the same to the Director of General Services to afford B&CB members opportunity for review and comment; and/or (b) decides to solicit tenants for unleased parcels at Patriots Point, the Authority will provide copies of the proposed leases and Request for Proposal packages to the Director of General Services to afford B&CB members opportunity for prior review and comment;

Information relating to this matter has been retained in these files and is identified as Exhibit 5.

General Services Division:  Real Property Transactions (Blue Agenda Item #6)

The Board approved the following real property conveyances as recommended by the General Services Division:

	(a)
	Agency:
	Medical University of South Carolina

	
	Acreage:
	3.419± acres

	
	Location:
	Between Hagood Avenue and Lockwood Boulevard in Charleston

	
	County:
	Charleston 

	
	Purpose:
	To convey property to the MUSC Foundation to be developed as a research-focused, mixed-use development (MUSC research, administration, associated commercial space and city parking garage) in the upper Lockwood Avenue area.  The proceeds from the sale will be used by MUSC for other facility needs.

	
	Price/Purchaser:
	$5,960,000 / MUSC Foundation

	
	Disposition of Proceeds:
	To be retained by MUSC.


	(b)
	Agency:
	Medical University of South Carolina

	
	Acreage:
	2.25± acres

	
	Location:
	Between Hagood Avenue and Lockwood Boulevard in Charleston

	
	County:
	Charleston 

	
	Purpose:
	To convey property to the MUSC Foundation to be developed as a research-focused, mixed-use development (MUSC research, administration, associated commercial space and city parking garage) in the upper Lockwood Avenue area.  The proceeds from the sale will be used by MUSC for other facility needs.

	
	Price/Purchaser:
	$3,300,000 / MUSC Foundation

	
	Disposition of Proceeds:
	To be retained by MUSC.


	(c)
	Agency:
	Budget and Control Board (Employment Security Commission)

	
	Acreage:
	2.0± acres

	
	Location:
	On US 15 Bypass in Hartsville

	
	County:
	Darlington 

	
	Purpose:
	To dispose of a vacant parcel with limited access that was purchased by the Employment Security Commission as a new office site but was never developed.

	
	Price/Purchaser:
	$30,500 / William Long and John Ropp d/b/a ROLO, LLC

	
	Disposition of Proceeds:
	To be retained by Employment Security Commission.

	
	Additional Information:
	This parcel was originally approved for disposal by the Board at its 2/14/02 meeting. No acceptable offers have been received and a recent appraisal indicates a value less than the original estimate. The property has recently been rebid and the high bidders desire to purchase it only for speculation purposes.





The Board also approved the following other real property transaction as recommended by the General Services Division:

	(d)
	Agency:
	Budget and Control Board (Hampton Preston Mansion)

	
	Acreage:
	4.03± acres with improvements

	
	Location:
	1615 Blanding Street

	
	County:
	Richland 

	
	Purpose:
	To quitclaim all the state’s interest in the Hampton Preston Mansion to Richland County as directed 
by the 2006 Joint Resolution R293, H4922 (Act 430).

	
	Grantee:
	Richland County



Information relating to this matter has been retained in these files and is identified as Exhibit 6.

General Service Division:  Request for Annexation of State-owned Parcels by the Town of Irmo (Blue Agenda Item #7)

The Town of Irmo requested annexation of the Forestry Commission Ballentine Fire Tower site and a vacant Department of Transportation (DOT) property into the Town of Irmo.  The Forestry Commission recently identified that 9.61 acres of the fire tower site were surplus to its needs and the Board approved it for sale at its May 16, 2006, meeting.  The property is located at the intersection of Fire Tower Road and Western Lane near I-26.  The DOT site is a small vacant parcel (approximately .75 acre) adjacent to a recent I-26 interchange project.  Forestry and DOT have no objections to the annexation. 

The proposed annexation was included on the Irmo Town Council meeting agenda on April 3, 2007, for consideration and no public opposition was voiced.  The Ballentine Dutch Fork Civic Association reviewed Irmo’s request and since the annexation does not interfere with their own town limit incorporation plans, they have no objections.  In addition, the district’s legislative representatives were contacted and have no opposition to the annexation.       
The Board approved the annexation of the Forestry Commission Ballentine Fire Tower site and a vacant Department of Transportation (DOT) property into the Town of Irmo as requested by the Town of Irmo.

Information relating to this matter has been retained in these files and is identified as Exhibit 7.

General Services Division:  Spartanburg Community College Lease to Club South Volleyball, Inc. (Blue Agenda Item #8)
Spartanburg Community College proposed leasing 20,000 square feet of its 363,000 square foot Tyger River building (purchased 2005) to Club South Volleyball, Inc. for two years.  The portion to be leased is planned to be the last section of the building to be renovated more than two years from now.  The rent will be $31,992 per year.  These funds will be used to minimally renovate the building and to pay utility bills.  It is estimated that SCC will net $39,000 above costs.  These funds will be used for other phases of the facility modification.  Club South is a 501(c)(3) corporation providing a volleyball league to 500 high school girls.  The rent is nominal because the space is unconditioned warehouse type space with high ceiling that can accommodate six volleyball courts without modifications.  Club South will be using the facility in the afternoons after school from October through March.  Club South will be required to insure the college against liability associated with the lease. 


The Board approved the proposed lease of 20,000 square feet of Spartanburg Community College’s 363,000 square foot Tyger River building from to Club South Volleyball, Inc., for a period of two years with a rental rate of $31,992 per year.

Information relating to this matter has been retained in these files and is identified as Exhibit 8.

Office of State Budget:  Office of Indigent Defense Request to Increase the Agency's State funded FTE’s by 32.00 (Blue Agenda Item 9)
The Office of Indigent Defense requested the authority to increase the agency's State funded FTE's by 32.00.  Act 108 of 2007, titled the "Indigent Defense Act" creates a statewide unified indigent defense system with a Circuit Public Defender in each of the state's sixteen judicial circuits.  The 32.00 new State funded FTE's that are being requested will be for 16.00 Circuit Public Defenders and 16.00 Administrative Assistants.  The legislation was not passed in time for these FTEs to be included in the Appropriation Act.

Mr. Eckstrom asked was there funding in the budget for the FTEs.  Les Boles, Director of the Office of State Budget, replied that there was funding in the budget for the FTEs.  He stated that the agency is going to use its per capita money that goes into that system for funding of circuit public defenders.

The Board approved an increase in the number of State funded FTE's for the Office of Indigent Defense by 32.00.

Information relating to this matter has been retained in these files and is identified as Exhibit 9.

Office of State Budget:  Permanent Improvement Projects (Blue Agenda Item #10)
Approved the following permanent improvement project establishment requests and budget revisions which have been reviewed favorably by the Joint Bond Review Committee:

(a)
Summary 1-2008:  JBRC Item 1.  The Citadel

Project:
9598, Alumni House Renovation - Deferred Maintenance


Request:
Increase budget to $740,000 (add $1,319 Excess Debt Service and $238,681 Other, Institutional Capital Project Funds) to continue renovations and address deferred maintenance at the Alumni House at The Citadel.  More extensive work was found to be needed, once renovations began, than was originally programmed.  Additional work is needed to make the facility ADA compliant, the electrical system will be replaced instead of repaired to accommodate the new HVAC system, interior structural problems with the floors will be addressed, and asbestos found during interior demolition will be abated.  This work was not determined to be needed until renovations began.  The agency reports the total projected cost of this project is $740,000 and annual operating cost savings of $15,000 will result in the three years following project completion.  (See Attachment 1 for this agenda item for annual operating cost savings).

(b) Summary 1-2008:  JBRC Item 2.  The Citadel


Project:
9600, Stevens Barracks Renovation


Request:
Increase budget to $650,000 (add $500,000 Other, Auxiliary Maintenance Reserve funds) to revise the scope to do additional renovations of the Stevens Barracks at The Citadel.  The renovation will now include upgrading electrical services and providing air conditioning to three floors instead of two.  The work will also include replacing light fixtures, ceiling tiles, mirrors, and vanity cabinets, repairing, refinishing and recoating floors, installing weather stripping at doors and windows, repairing exterior stairs and galleries, and upgrading data lines.  Stevens Barracks is the last barracks to be replaced and renovations to the additional floor are needed as a result of projected enrollment increases.  The agency reports the total projected cost of this project is $2,225,000 and additional annual operating costs ranging from $10,500 to $21,000 will result in the three years following project completion.  (See Attachment 2 for the agenda item for additional annual operating costs.)

(c) Summary 1-2008:  JBRC Item 6.  Coastal Carolina University


Project:
9553, Band Building/Practice Field Land Acquisition


Request:
Establish project and budget for $10,000 (Other, Bookstore Auxiliary Funds) to cover the cost of an appraisal, environmental study and other investigative studies required to adequately evaluate property prior to purchase.  Coastal Carolina is considering the purchase of approximately four acres of land with a 7,000 square foot building near campus to use as a band practice facility and for office and storage space for the marching band.  The agency reports the total projected cost of this project is $500,000 and no additional annual operating costs will result from this request.

(d) Summary 1-2008:  JBRC Item 8.  Lander University


Project:
9522, New Campus Entrance Boulevard Construction - Phase II


Request:
Increase budget to $1,702,270 (add $55,020 Institution Bond Interest and $85,814 Other, Institutional funds) to address additional work needed in connection with construction of two new parking lots and stormwater drainage at Lander University and to provide a small contingency.  A stormwater performance study indicates the integrity of part of the underground stormwater system has deteriorated and is jeopardizing pedestrian and vehicular safety near the student center.  In addition, review of security measures for the new parking lots determined the need for additional camera poles, bases, conduit, fiber optic cable, ground level enclosures and emergency phones to complete the project.  The agency reports the total projected cost of this project is $1,702,270 and no additional annual operating costs will result from this request.

(e) Summary 1-2008:  JBRC Item 13.  State Board for Technical and Comprehensive Education


Project:
9985, Midlands - Airport - Saluda Hall Roof Replacement


Request:
Establish project and budget for $700,000 (Other, Local funds) to accept the low bid to replace the 21,000 square foot roof on Saluda Hall and the covered perimeter walkway at Midlands Tech’s Airport Campus.  The work will include removing the existing roof and replacing it with a built up roof.  The 10-year old roof is in poor condition due to the initial installation technique and leaks when it rains.  The College settled in 2007 for $107,000 under the manufacturer’s warranty in order to correct the roofing deficiencies, but now needs to replace the leaking roof.  The agency reports the total projected cost of this project is $700,000 and no additional annual operating costs will result from the project.

Mr. Eckstrom commented that roof installations that do not last have become an all too familiar theme for the Board.  He noted that this item involves a 10 year old roof, which due to poor installation techniques, leaks when it rains.  He said that has been a recurring problem at the Department of Mental Health and one other agency.  He asked whether there was a problem with the original construction.  Carol Ruth with the Office of State Budget responded that there was a problem with the original installation of the roof.  She said that the membrane was not properly installed and that Midlands Tech did get $107,000 from the manufacturer against the manufacturer’s warranty this year.  


Mr. Eckstrom further asked whether Midlands Tech could go against the contractor.  Ms. Routh said that Midlands Tech did go against the contractor.  Mr. Chellis asked whether the company that did the original work is doing the contract work for the new replacement.  Craig Hess with Midlands Tech responded that a different contractor is being used.  


Governor Sanford asked whether suit was brought against the past contractor.  Mr. Hess stated that Midlands Tech collected on the warranty.  Governor Sanford asked why come to the taxpayer in this instance since this was substandard application of the material for the roof.  Mr. Hess said that they were able to demonstrate that the roof material did not last for its life expectancy and they collected in full on the roof warranty.  Governor Sanford commented that the collection was not in full because the roof replacement is $700,000.  Mr. Hess stated that the warranty was for $110,000 and that they collected $107,000 from the warranty.  Senator Leatherman commented the architect/engineer should be involved in this because they are the ones who specified the original roof.  Mr. Eckstrom stated that some lessons learned should be applied from this situation as the State takes on roof replacement because this problem does not seem unique to this agency.  He said that there seems to be frequent roofing problems and that points to the State’s need to tighten up on whatever oversight it provides during construction like this.  Senator Leatherman noted that the “ten-year” statute of limitation has run and that there are no grounds for going back at this point.  


Mr. Chellis commented that there is a $600,000 gap and that there seems to be a lot more going into the roof than was originally bought.  Mr. Hess said that he did not know how much the roof cost 10 years ago, but that they collected in full on the warranty.  Governor Sanford commented that most of the warranties he has seen is for replacement of the asset, but that in this instance the warranty which is worth about one-seventh of the value of replacement is not a warranty.  He asked whether there were other remedies available outside of looking to the taxpayer.  


In further discussion, Mr. Hess stated that according to the roofing consultant the original roof was no more than $200,000 to $300,000.  Mr. Hess said the roofing consultant said that it is standard practice to have a limited warranty on roofing projects.  Mr. Hess noted that the warranty is $110,000 and that the contractor is no longer in business and cannot be sued.  He stated that the company that had the roof warranty was bought out by another company and that they spent years trying to collect on the roof material warranty.  He said that explains why they only collected nearly $110,000 on no more than $300,000.  Mr. Hess also explained that the roof was cheaper when first installed and that they are also extending a breezeway and extending a roof over the breezeway.  He noted that those are the reasons why bids for the roof came in at over $700,000.  

(f)
Summary 1-2008:  JBRC Item 15.  Department of Mental Health


Project:
9700, Harris Hospital Life Safety Renovations


Request:
Increase budget to $1,285,000 (add $90,000 Appropriated State and $140,000 Other, Medicaid funds) to meet the low bid to replace the fire alarm system and install emergency generators and fire caulking at Mental Health’s Harris Hospital in Anderson.  The project, which was recently bid, came in over budget by approximately 22% and Mental Health does not believe rebidding the project will benefit as the other bids received were close to the low bid.  The increased cost is attributed to material cost increases for wire and conduit piping and increased labor costs due to the contractor’s having to work in an occupied facility with stringent safety and infectious control requirements.  The agency reports the total projected cost of this project is $1,285,000 and no additional annual operating costs will result from the project.

(g)
Summary 1-2008:  JBRC Item 16.  Department of Disabilities and Special Needs


Project:
9809, Whitten Center - Various Dorms Repair/Renovation


Request:
Establish project and budget for $500,000 (Excess Debt Service funds) to do various repairs and renovations to eight dorms at the Department of Disabilities and Special Needs’ Whitten Center.  The work to individual dorms will include remodeling bathrooms and replacing or repairing heat pumps, air handlers, roofs, floor tiles, and kitchen sanitizers.  The bathrooms are heavily used and damaged, including water penetration in the walls, and some bathrooms are not ADA compliant.  The heat pumps, air handlers, roofs and sanitizers are nearing 20 years old and failing and parts are hard to obtain.  The agency reports the total projected cost of this project is $500,000 and no additional annual operating costs will result from the project.

(h)
Summary 1-2008:  JBRC Item 19.  Department of Natural Resources


Project:
9901, Pickens - Laurel Fork Additional Land Acquisition


Request:
Establish project and budget for $10,000 (Other, Heritage Land Trust Funds) to cover the cost of an appraisal, environmental study and other investigative studies required to adequately evaluate property prior to purchase.  The Department of Natural Resources is considering the purchase of an approximately 361 acre in-holding in the Jocassee Gorges Wildlife Management Area in Pickens County, adjacent to the Laurel Fork Heritage Preserve.  The property is a forested, undeveloped mountain area that provides habitat for wildlife species and contains streams, waterfalls, and rock outcrops.  The agency reports the total projected cost of this project will not exceed 

(i)
Summary 1-2008:  JBRC Item 20.  Department of Natural Resources


Project:
9902, Lancaster - McDowell Creek Tract Land Acquisition


Request:
Establish project and budget for $20,000 (Other, Heritage Land Trust Funds) to cover the cost of an appraisal, environmental study and other investigative studies required to adequately evaluate property prior to purchase.  The Department of Natural Resources is considering the purchase of approximately 1,878 acres of land along the Catawba River in Lancaster County. The acquisition will protect the scenic view shed and water quality of the river, provide wildlife habitat and public recreation opportunities, and be an addition to recently acquired property along the river.  The agency reports the total projected cost of this project is $9,974,000 and no additional annual operating costs will result from this request.

(j)
Summary 1-2008:  JBRC Item 22.  Patriots Point Development Authority


Project:
9524, USS Yorktown Fire Alarm System Replacement


Request:
Increase budget to $950,000 (add $810,000 Other, Rent of State-Owned Property funds) to provide funds, based on current design estimates, to replace the fire alarm system on the USS Yorktown at Patriots Point and to provide a contingency.  The system replacement has been designed and is ready to be bid.  The existing fire alarm system is 17 years old, no longer in production and not code compliant.  Repair parts are also no longer available.  Replacement is needed to ensure reliability of the system and safety of the visiting public and the personnel working onboard the Yorktown.  The agency reports the total projected cost of this project is $950,000 and no additional annual operating costs will result from the project.

Governor Sanford stated that he noticed $500,000 was placed in the budget for fire sprinkler overhaul on this project.  He said that this item shows a projection of $950,000 which is double the amount in the budget.  Bob Howard, Operations Director for Patriots Point, stated they actually asked the legislature for $850,000 and that $100,000 has already been spent in design and engineering.  He said that they asked for the balance of $850,000 and that $500,000 was approved.  


Mr. Eckstrom asked whether the money was from the general fund or rent.  Mr. Howard said the A-1 that is on file is for rent of State owned property and that their board voted to use those funds if necessary, but that they do not yet have access to the $500,000 that was appropriated.  He said that once they have access to the money they will change the source of funds.


Governor Sanford commented that the money will not go back to the general fund and that the amount is still a jump of double the budget which he cannot understand.  Mr. Howard stated that the estimated total project cost has always been $950,000.  He said that they asked the legislature for the balance they needed to finish the project which was $850,000, but the legislature only approved $500,000.


Information relating to this matter has been retained in these files and is identified as Exhibit 10.

Office of State Budget:  Real Property Acquisitions (Blue Agenda Item #11)

The Board approved the following real property acquisitions as recommended by the Office of State Budget:

	(a)
	Agency:
	SC State University

	
	Acreage:
	.29± acres

	
	Location:
	On Reid Street in Orangeburg

	
	County:
	Orangeburg

	
	Purpose:
	To acquire property consistent with the University’s approved Master Plan.

	
	Appraised Value:
	$12,500

	
	Price/Seller:
	$12,500 / Lamar W. Dawkins, Orangeburg

	
	Source of Funds:
	Other, Renovation Reserve Funds

	
	Project Number:
	H24-9615

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	The only additional annual operating costs will be for grounds maintenance to be absorbed within the existing University budget.

	
	Current Year Property Tax:
	$142.42

	
	Approved By:
	CHE on 10/31/05; JBRC on 11/29/05 

	
	Additional Information:
	The Budget and Control Board approved acquisition of this parcel on 12/13/05.  During the title search, the owner of record, Atlantic Land Title Company, was determined to have been sold the property improperly.  This request is to acquire the property for the same amount from the lawful owner.


	(b)
	Agency:
	SC State University

	
	Acreage:
	1.1± acres

	
	Location:
	At 1981 Russell Street in Orangeburg

	
	County:
	Orangeburg

	
	Purpose:
	To support the University’s master plan and to construct the new Clyburn Transportation Center.

	
	Appraised Value:
	$88,000

	
	Price/Seller:
	$88,000 / Stanley R. Mack, James G. Mack, and Dionne L. Mack, Orangeburg

	
	Source of Funds:
	Federal

	
	Project Number:
	H24-9590

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	None

	
	Current Year Property Tax:
	$1,825.20

	
	Approved By:
	CHE on 7/09/07; JBRC on 8/07/07


	(c)
	Agency:
	Tri-County Technical College

	
	Acreage:
	31.37± acres

	
	Location:
	On West Queen Street in Pendleton

	
	County:
	Anderson County

	
	Purpose:
	To accommodate enrollment growth, consistent with the College’s Master Plan.

	
	Appraised Value:
	$840,000 for 33.59 acres, including a retention pond and construction debris which will not be purchased.

	
	Price/Seller:
	$934,000 / Pendleton Heritage, LLC

	
	Source of Funds:
	Other, Local

	
	Project Number:
	H59-9986

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	None

	
	Current Year Property Tax:
	$44.82

	
	Approved By:
	CHE on 5/3/07; JBRC on 8/7/07

	
	Additional Information:
	This parcel adjoins the campus and is the only land available for the landlocked college.  This request also includes approval of a budget increase to the permanent improvement project to $944,000 from the fund source noted above.



Governor Sanford commented that he noticed the purchase price was above the appraised value.  He said that this is opposite the situation of the State not being able to sell things because they cannot get the appraised value.  Dr. Ronnie Booth, President of Tri-County Technical College, commented they have an appraisal that is at one million dollars, but that they were asked to get another appraisal.  He noted that this is the only property available to them for their future growth.  He said that it is a matter of paying what it takes to get the property now or pay a whole lot more in 15 years, if it is still available.  Dr. Booth said that they have built out their 55 acres and that this purchase is for long term growth.


Mr. Eckstrom asked who told them to get a second appraisal.  Dr. Booth said that Board staff told them to get a second appraisal.  Ms. Routh said her office, the Office of State Budget, asked the College to get a second appraisal because the first appraisal did not address five acres of floodway.  She said they tried to get the appraiser to go back and make adjustments to the floodway and that did not take place.  She said that the only alternative was to ask for a second appraisal.  She stated that the second appraisal came in at $680,000 which they were told was probably too low based on the one million dollars for which the property was due to be sold.  She stated that there was a third appraisal that was received from Tri-County at $840,000 and that one was acceptable to their appraiser.  Dr. Booth added that Tri-County believes this appraisal is a fair appraisal.  

	(d)
	Agency:
	Department of Transportation

	
	Acreage:
	.41± acres

	
	Location:
	On Transportation Drive near SC Highway 72 in Chester

	
	County:
	Chester County

	
	Purpose:
	To acquire adjacent property containing DOT lighting.

	
	Appraised Value:
	$2,000

	
	Price/Seller:
	$2,000 / Jewell J. Colvin, Chester

	
	Source of Funds:
	Other, State Highway Funds

	
	Project Number:
	U12-9706

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	None

	
	Current Year Property Tax:
	Less than $1.00

	
	Approved By:
	JBRC on 8/7/07


	(e)
	Agency:
	Department of Natural Resources

	
	Acreage:
	4.49± acres 

	
	Location:
	Near US Highway 17 and Turkey Hill Road in Green Pond

	
	County:
	Colleton County

	
	Purpose:
	To acquire an in-holding in the Donnelley Wildlife Management Area.

	
	Appraised Value:
	$27,000

	
	Price/Seller:
	$26,204 / Lacuna –YIP, LLC

	
	Source of Funds:
	Other, Donnelley Timber Revenue

	
	Project Number:
	P24-9898

	
	Environmental Study:
	Approved 

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	None

	
	Current Year Property Tax:
	$150.00

	
	Approved By:
	JBRC on 8/7/07


	(f)
	Agency:
	Department of Natural Resources

	
	Acreage:
	131.12± acres

	
	Location:
	On Oak Ridge Club Drive in Williston

	
	County:
	Aiken County

	
	Purpose:
	To expand the Gopher Tortoise Heritage Preserve to protect the state’s significant natural resources.

	
	Appraised Value:
	$721,000

	
	Price/Seller:
	$106,000 / Aiken County Open Land Trust

	
	Source of Funds:
	Other, Heritage Land Trust Funds

	
	Project Number:
	P24-9900

	
	Environmental Study:
	Approved 

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	No additional annual operating costs are anticipated.  Two gates will be installed on the property for $750 and will be funded with Heritage Land Trust Funds.

	
	Current Year Property Tax:
	$282.00

	
	Approved By:
	JBRC on 8/7/07



Information relating to this matter has been retained in these files and is identified as Exhibit 11.

Office of Human Resources:  Appointment of State Employee Grievance Committee Members (Blue Agenda Item #12)
Section 8-17-340 (A) of the S.C. Code of Laws provides that members of the State Employee Grievance Committee be appointed by the Board.  The Office of Human Resources recommended the reappointment of the following members for three year terms:  Thomas Casey, College of Charleston; Andrew Gillens, Department of Parks, Recreation & Tourism; and Clayton Parker, Department of Social Services.

Agencies submitted nominations, and the Office of Human Resources recommended the appointment of the following new members:  Virgie Chambers, Department of Education; Herbert Cooper, Department of Transportation; Jon Fisher, Department of Health & Environmental Control; Lynn Hutto, South Carolina Law Enforcement Division; Edward Pope, Office of the Governor; and Rachel Richardson, Vocational Rehabilitation Department.  Ms. Chambers, Mr. Cooper, Mr. Fisher, Ms. Hutto, and Ms. Richardson will serve three year terms.  Mr. Pope will serve the remaining two years of a resignee’s uncompleted term.


The Board approved the following recommended appointments to the State Employee Grievance Committee to be effective when training by the Office of Human Resources is completed:

a.
reappointment of the following members for three year terms: Thomas Casey, College of Charleston; Andrew Gillens, Department of Parks, Recreation & Tourism; and Clayton Parker, Department of Social Services

b.  appointment of the following new members: Virgie Chambers, Department of Education; Herbert Cooper, Department of Transportation; Jon Fisher, Department of Health & Environmental Control; Lynn Hutto, South Carolina Law Enforcement Division; Edward Pope, Office of the Governor; and Rachel Richardson, Vocational Rehabilitation Department.  Ms. Chambers, Mr. Cooper, Mr. Fisher, Ms. Hutto, and Ms. Richardson will serve three year terms.  Mr. Pope will serve the remaining two years of a resignee’s uncompleted term.


Information relating to this matter has been retained in these files and is identified as Exhibit 12.

Procurement Services Division:  Procurement Audit for Greenville Technical College (B13)
In accordance with Section 11-35-1230 of the South Carolina Consolidated Procurement Code, the Procurement Services Division reviewed the procurement system of Greenville Technical College.  Certification above the $50,000 limit, as authorized in Section 11-35-1550(1) of the South Carolina Consolidated Procurement Code, was not requested so the report is submitted as information.
The Board, in accordance with Section 11-35-1230 of the South Carolina Consolidated Procurement Code, received as information the procurement audit for Greenville Technical College.

Information relating to this matter has been retained in these files and is identified as Exhibit 13.

Insurance and Grants Services:  State Health Plan Changes Effective January 1, 2008 (B14)
Summary:
Section 1-11-710(A)(2) of the S.C. Code of Laws requires that the State Health Plan’s benefits and contribution rates for the upcoming year be established by August 15. The General Assembly fully funded the Plan in the FY 2007-08 Appropriations Act sufficient to sustain the current Plan of Benefits through Plan Year 2008. 

Background Information:
Notwithstanding the program’s OPEB liability, the Plan is now fully reserved with respect to its current account and with the covered services in force and contribution rates in place for next year should remain fully funded through Plan Year 2008.


Governor Sanford commented that this item emphasizes the importance of trust fund as it relates to the OPEB liability.  Mr. Eckstrom asked whether the surplus reserves from the health plan will be committed to the OPEB trust fund.  Senator Leatherman said that would happen.

The Board approved the State Health Plan covered services and enrollee contribution rates in force to continue for Plan Year 2008.

Information relating to this matter has been retained in these files and is identified as Exhibit 14.

Executive Director:  Revenue Bonds and 2007 Ceiling Allocations (Blue Agenda Item #15)
Revenue Bonds

The Board approved the following proposals to issue revenue bonds:

a.
Issuing Authority:
Dillon County

Amount of Issue:
Not Exceeding $600,000 Special Source Revenue Bonds

Allocation Needed:
-0-

Name of Project:
Dillon County Sewer

Employment Impact:
N/A

Project Description:
construction of a wastewater collection line from the intersection of State Highway 34 and Interstate I-95 to the City of Dillon wastewater treatment facilities

Bond Counsel:

Michael W. Burns, McNair Law Firm, P. A.
(Exhibit 15)
b.
Issuing Authority:
Richland County

Amount of Issue:
$3,000,000 Special Source Revenue Bonds

Allocation Needed:
-0-

Name of Project:
Vulcan River Road

Employment Impact:
no additional employees

Project Description:
construction of infrastructure, including a relocation of quarry road at Olympia Quarry as part of a business and industrial park

Bond Counsel:

John Van Duys, Haynsworth Sinkler Boyd, P. A.
(Exhibit 16)
c.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
Not Exceeding $6,000,000 Economic Development Revenue Bonds

Allocation Needed:
$6,000,000

Name of Project:
Advanced Composite Materials, LLC and QM Holding, LLC

Employment Impact:
keep 12 jobs, add 11 in 12 mos. and total of 14 in 24 mos.

Project Description:
manufacture of specialty chemicals and high technology composites based on those materials

Note:


private sale for public distribution thereafter

Bond Counsel:

Kathleen C. McKinney, Haynsworth Sinkler Boyd, P. A.
(Exhibit 17)
d.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
Not Exceeding $6,000,000 Economic Development Revenue Bonds (previously approved $10,000,000* reapplying – could not close by August 13)

Allocation Needed:
$6,000,000

Name of Project:
CNC Components and Millwork, Inc. (f/k/a Carolina Crystal Corporation)

Employment Impact:
keep 8 jobs, add 40 in 12 mos. and total of 50 in 24 mos.

Project Description:
manufacture of custom architectural millwork and to assemble and build door units

Note:


private sale

Bond Counsel:

Kathleen C. McKinney, Haynsworth Sinkler Boyd, P. A.
(Exhibit 18)
e.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
Not Exceeding $82,200,000 Hospital Revenue Bonds ($25,925,000 refunding involved)

Allocation Needed:
-0-

Name of Project:
Conway Hospital, Inc.

Employment Impact:
maintain existing employment for 1008 people

Project Description:
acquire, construct and equip an Administrative Annex, a 50-bed medical and surgical tower, and renovate the Central Energy Plant

Note:


private sale for public distribution thereafter

Bond Counsel:

Kathleen C. McKinney, Haynsworth Sinkler Boyd, P. A.
(Exhibit 19)
f.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$124,500,000 Economic Development Authority Student Housing Bonds (approximately $50,000,000 refunding involved)

Allocation Needed:
-0-

Name of Project:
EOP CCU, LLC

Employment Impact:
TBD.

Project Description:
the bonds will defray (i) the cost of financing a portion of the costs of acquiring two student housing properties consisting of approximately 2000 beds, Campus Edge Apartments and University Place Apartments, the tenants of which are primarily students that attend Coastal Carolina University either by the outright purchase (Campus Edge) or acquisition of an interest in a limited liability company that holds a long-term leasehold interest in real property (University Place), both of which are located in Horry County, and (ii) certain fees and expenses to be incurred in connection with the issuance of the bonds.  The initial acquisition and construction of University Place was financed by the Authority’s 2005 Student Housing Revenue Bonds.  Accordingly, the acquisition of University Place by the Borrower will necessitate the use of a portion of the proceeds of the Bonds to advance refund the 2005 Bonds.

Note:


private sale

Bond Counsel:

Ray E. Jones, Parker Poe Adams & Bernstein LLP
(Exhibit 20)
g.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$10,000,000 Variable Rate Demand Economic Development Revenue Bonds

Allocation Needed:
$10,000,000

Name of Project:
Goglanian Bakeries, Inc.

Employment Impact:
maintaining existing employment for 465 people and by providing additional employment for approximately 20 people within 12 months and a total of approximately 40 people within 24 months

Project Description:
expansion of its existing manufacturing facility located in Laurens County which is used primarily to manufacture flat bread products

Note:


negotiated private sale

Bond Counsel:

April C. Lucas, Nexsen Pruet Adams Kleemeier, LLC

(Exhibit 21)
h.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
Not Exceeding $19,700,000 Economic Development Revenue Bonds ($7,105,000 refunding involved)

Allocation Needed:
-0-

Name of Project:
Goodwill Industrial of Lower South Carolina, Inc.

Employment Impact:
51 existing jobs; 11 new jobs within 12 months

Project Description:
finance acquisition of a Goodwill retail store, a processing and distribution center, and a community services building and refinance Series 2005 JEDA Bonds

Note:


private sale

Bond Counsel:

E. Tyler Smith, Haynsworth Sinkler Boyd, P. A.
(Exhibit 22)
i.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$78,000,000 Revenue Bonds ($35,000,000 previously approved)

Allocation Needed:
-0-

Name of Project:
The Woodlands at Furman

Employment Impact:
72 (within 12 months) and 94 (within 24 months)

Project Description:
defraying the cost of acquiring, by construction and purchase, land, a building or buildings, and certain equipment to be installed therein for a continuing care retirement community consisting of 145 independent living apartments, 48 assisted living apartments, and 30 private pay nursing suites, with associated common and support areas to be located in Greenville County, and to be owned and operated by Upstate Senior Living, Inc. d/b/a The Woodlands at Furman on the campus of Furman University

Note:


negotiated private sale

Bond Counsel:

F. Mitchell Johnson, Haynsworth Sinkler Boyd, P. A.
(Exhibit 23)
j.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$12,000,000 Variable Rate Demand Economic Development Revenue Bonds 

Allocation Needed:
-0-

Name of Project:
YMCA of Coastal Carolina

Employment Impact:
maintaining existing employment for 51 people and by providing additional employment for 39 people within 12 months and a total of approximately 49 people within 24 months.

Project Description:
acquisition, construction and equipping of (i) a new branch facility to be located in the City of Myrtle Beach, South Carolina and (ii) a new branch facility to be located in Georgetown, South Carolina

Note:


negotiated private sale

Bond Counsel:
April C. Lucas, Nexsen Pruet Adams Kleemeier, LLC, 
(Exhibit 24)
k.
Issuing Authority:
State Housing Finance and Development Authority

Amount of Issue:
$8,600,000 Multifamily Rental Housing Revenue Bonds

Allocation Needed:
-0-

Name of Project:
Bridle Ridge Apartments

Employment Impact:
N/A

Project Description:
acquisition and rehabilitation of an existing 152-unit apartment development to be converted to affordable housing

Bond Counsel:

Lewis M. Levy, Parker Poe Adams & Bernstein LLP
(Exhibit 25)
l.
Issuing Authority:
State Housing Finance and Development Authority

Amount of Issue:
Not Exceeding $160,000,000 Mortgage Revenue Bonds and Notes

Allocation Needed:
$125,000,000

Name of Project:
Mortgage Revenue Bonds and Notes

Employment Impact:
N/A

Project Description:
Mortgage Revenue Bonds and Notes

Bond Counsel:

M. William Youngblood, McNair Law Firm, P. A.
(Exhibit 26)

2007 Ceiling Allocation Request

The initial balance of the 2007 state ceiling allocation was $367,306,165.  In accord with Code Section 1-11-520, $146,922,466 (40% of the total) was designated as the state pool and $220,383,699 (60% of the total) was designated as the local pool.  There is presently a state ceiling balance of $320,831,165 remaining for 2007.  Allocation requests for 2007 totaling $358,290,000 have been received thus far.

Relating to requests for calendar year 2007 ceiling allocations, the Board was asked to authorize shifts as necessary between the state pool and the local pool for the remainder of the calendar year.

The recommendation from the Department of Commerce for allocations for this cycle totals $22,000,000.  The Department of Commerce made the following recommendations for allocation:

     From the local pool:

JEDA
Goglanian Bakeries, Inc., (Laurens County), $10,000,000;

JEDA
CNC Components and Millwork, Inc., (Beaufort County), $6,000,000; and

JEDA
Advanced Composite Materials, (Greenville County), $6,000,000. 

The State Housing Finance and Development Authority requested that the Board allocate to it $125,000,000 of the state ceiling for its Mortgage Revenue Bond and Notes.  The allocation will be made from the state pool.

The State Education Assistance Authority also requested that the Board allocate to it $125,000,000 of the state ceiling for its Student Loan Program.  The allocation will be made from the state pool.

Board approval of the recommended request (and the reinstatement request listed below), will leave an unexpended state ceiling balance of $39,831,165 (state pool - $0; local pool - $39,831,165) to be allocated later in the calendar year.
The Board authorized shifts as necessary between the state pool and the local pool for the remainder of the calendar year and, in accord with Code Section 1-11-500 et seq. and upon the recommendation of the Department of Commerce, granted the following tentative ceiling allocations from the local pool:

JEDA
Goglanian Bakeries, Inc., (Laurens County), $10,000,000;

JEDA
CNC Components and Millwork, Inc., (Beaufort County), $6,000,000; and

JEDA
Advanced Composite Materials, (Greenville County), $6,000,000.

The Board also granted the following tentative ceiling allocations for the State Housing Finance and Development Authority and the State Education Assistance Authority from the state pool: 

State Housing Finance and Development Authority, Mortgage Revenue Bond and Notes, $125,000,000; and 
State Education Assistance Authority, Student Loan Program, $125,000,000. 

Information relating to this matter has been retained in these files and is identified as Exhibit 27.
Ceiling Allocation Reinstatement


On May 15, 2007, the Board granted a tentative ceiling allocation for the Watson Engineering, Inc., project in the amount of $9,000,000 with an expiration date of August 13, 2007.  Bond counsel has indicated that another company, 1350 Shiloh Properties, LLC, will be added as a co-obligor with respect to financing.  Because of this change, the public hearing concerning the issuance of these bonds will need to be rescheduled and the TEFRA notice republished.  The next Anderson County Council meeting to hold the public hearing is August 21, 2007, which necessitates reinstatement of the allocation rather than an extension.  In accord with S.C. Code of Laws Section 1-11-560(D), bond counsel and the issuing authority requested a 31-day reinstatement of the ceiling allocation to Watson Engineering, Inc., from August 15, 2007, through September 15, 2007, in the amount of $9,000,000.  The allocation will expire on September 15, 2007, if the bonds are not issued on or before that date.

The Board in accord with Code Section 1-11-560(D), granted the request for a 31-day reinstatement of the ceiling allocation to Watson Engineering, Inc., from August 15, 2007, through September 15, 2007, in the amount of $9,000,000.
Information relating to this matter has been retained in these files and is identified as Exhibit 28.

Ceiling Allocation Extension


On June 12, 2007, the Board granted a tentative ceiling allocation for Eastover Mill International Paper Company, project in the amount of $2,500,000 with an expiration date of September 10, 2007.  Bond counsel has indicated that the Company intends to offer the bonds for sale at the same time that it offers other bonds to be issued by certain other governmental issues outside of South Carolina for the benefit of the Company.  However, unforeseen limitations on the approval schedules of other governmental issuers and scheduling demands within the Company, the Bonds will not likely be issued prior to September 10, 2007, allocation expiration date.  In accord with S.C. Code of Laws Section 1-11-560(C), bond counsel and the issuing authority requested the Board grant a 31-day extension of the ceiling allocation to Eastover Mill International Paper Company, from September 10, 2007, through October 11, 2007, in the amount of $2,500,000.  The allocation will expire on October 11, 2007, if the bonds are not issued on or before that date.  


The Board, in accord with Code Section 1-11-560(C), granted the request for a 31-day extension of the ceiling allocation to Eastover Mill International Paper Company, from September 10, 2007, through October 11, 2007, in the amount of $2,500,000.
Information relating to this matter has been retained in these files and is identified as Exhibit 29.

Treasurer’s Office:  Sale of Sullivan’s Island Property (Regular Session Item 1A)

Mr. Chellis asked that the Board delay the sale of the Sullivan’s Island property that was approved for sale by auction several months ago.  He stated that the town wants him to look at the property first and that they have some other things in the works that might help the situation.  He asked that the Board delay the sale until after the September meeting.


The Board instructed Board staff to not release the Sullivan’s Island Property for auction until after the Board’s September 2007 meeting.
Office of State Budget:  Permanent Improvement Projects (Regular Session Item 1B)
Upon a motion by Mr. Cooper, seconded by Senator Leatherman, the Board approved the following permanent improvement project establishment requests and budget revisions which have been reviewed favorably by the Joint Bond Review Committee:

(a)
Summary 1-2008:  JBRC Item 3.  Clemson University


Project:
9831, Graduate Engineering Center Land Acquisition/Construction


Request:
Increase budget to $43,278,646 (add $500,000 Other, Operating Revenue and $1,000,000 Other, Private Gift funds) to upfit two labs within the Graduate Engineering Center on Clemson’s ICAR campus in Greenville.  Additional funds are needed to add a metrology lab and a radio frequency shielded chamber within other labs being constructed.  The metrology lab, estimated to cost $500,000, will be located within the lightweight design lab to do precise measurement of small vehicle components.  The radio frequency shielded chamber, estimated to cost $1 million, will be located within the electronics lab to allow for testing vehicle electronics systems without interference from extraneous radio frequencies.  The agency reports the total projected cost of this project, including these requests, is $43,278,646 and additional annual operating costs of $750,000 will result in the three years following project completion.  (See Attachment 1 for this agenda item for additional annual operating costs.)
(b)
Summary 8-2007:  JBRC Item 7.  Clemson University


Project:
9859, Clemson ICAR Technology Neighborhood One Plaza Construction


Request:
Increase budget to $7,345,000 (add $300,000 Other, Research University Infrastructure Bonds and $645,000 Other, Operating funds) to provide for site enhancements in the construction of the plaza at Clemson’s ICAR campus in Greenville.  The work will include installing site lighting, hardscaping, landscaping and signage to enhance the main gathering space and public entrance for this portion of the ICAR campus.  The agency reports the total projected cost of this project is $7,345,000 and additional annual operating costs ranging from $56,000 to $59,000 will result in the three years following project completion.  (See Attachment 2 for this agenda for additional annual operating costs.)

(c)
Summary 1-2008:  JBRC Item 4.  Clemson University


Project:
9863, Chilled Water System Improvements


Request:
Increase budget to $8,800,000 (add $400,000 Appropriated State, $500,000 Other, Institutional Capital Project Funds and $900,000 Other, Operating Revenue funds) to cover increased costs to extend the chilled water loop and construct a new chilled water plant at Clemson.  The improvements began in 2005 and phase I, including extension of the chilled water loop and equipment upgrades, is nearing completion.  To complete phase II to construct the plant, approximately $1.1 million is needed to meet increased construction costs for concrete, steel, copper, labor and heat exchangers.  In addition, bids for the chillers exceeded the estimated cost by $300,000 and funds are needed to provide a contingency.  The improvements are needed to meet increased demands for chilled water and improved indoor air quality.  The agency reports the total projected cost of this project is $8.8 million and additional operating costs ranging from $151,000 to $161,000 will result in the three years following project completion.  (See Attachment 3 for this agenda item for additional annual operating costs.)

(d) Summary 1-2008:  JBRC Item 5.  Clemson University


Project:
9879, Schilletter Convenience Store Addition


Request:
Establish project and budget for $750,000 (Other, Dining Services Improvement Funds) to construct an approximately 1,900 square foot addition to the Schilletter Dining Hall at Clemson.  The addition will be used to operate a convenience store at the dining hall on the east side of campus to meet student demand for take-out sales.  This dining hall has the second highest density of pedestrian traffic on campus.  A marketing study by the food service contractor identified the need for this type of food service facility for take-out food such as coffee, pizza and wings.  The addition will include a food preparation area, storage area and associated mechanical equipment.  The agency reports the total projected cost of this project is $750,000 and additional annual operating costs ranging from $3,000 to $3,968 will result in the three years following project completion.  (See Attachment 4 for this agenda item for additional annual operating costs.)

(e) Summary 1-2008:  JBRC Item 7.  Francis Marion University


Project:
9557, Center for the Child Facility Construction


Request:
Increase budget to $4,470,500 (add $1,975,500 Other, Capital/Maintenance Reserve and $495,000 Other, Program Enhancement funds) to cover current estimates to construct the Center for the Child at Francis Marion.  Additional funds are needed to cover an increase in the size of the building from 12,800 to 17,274 square feet and to cover construction cost increases.  The facility will serve as the University’s learning lab for students in Education and Psychology curricula in working with children and will accommodate 100 children.  The increase in size is needed to meet the needs of the program and to meet minimum standards required for accreditation by the National Association for the Education of Young Children.  The agency reports the total projected cost of this project is $4,470,500 and additional annual operating costs of $563,000 will result in the three years following project completion.  (See Attachment 5 for this agenda item for additional annual operating costs.)

(f) Summary 1-2008:  JBRC Item 9.  SC State University


Project:
9573, Clyburn Transportation Research and Conference Center Construction


Request:
Increase budget to $23,477,096 (add $957,553 Federal and $239,388 Other, In Kind Match funds) to commit additional federal funds received and the associated local match required for construction of the James E. Clyburn Transportation Research and Conference Center at SC State.  The funds will be used to construct Phase I of the center which will include the transit research center, library, and some administrative facilities, totaling 63,700 square feet, the chiller, and an entrance road.  The agency reports the total projected cost of Phase I construction is $23,477,096 and additional annual operating costs of $197,897 will result in the three years following project completion.  (See Attachment 6 for this agenda item for additional annual operating costs.)

(g) Summary 1-2008:  JBRC Item 11.  USC - Upstate


Project:
9538, Palmetto Villas Renovation


Request:
Establish project and budget for $2,000,000 (Revenue Bond funds) to renovate the Palmetto Villas apartment complex used for student housing on the USC-Upstate campus.  The work on the 100 unit, 376-bed complex will upgrade living areas and bathrooms, including replacing carpets, repairing wall and floor coverings, painting, and replacing fixtures and furniture.  In addition, improvements will be made to the smoke and fire detection systems.  The complex is 22 years old and renovations are needed to improve living conditions and life safety for USC-Upstate students.  The agency reports the total projected cost of this project is $2 million and no additional annual operating costs will result from the project.

(h)
Summary 1-2008:  JBRC Item 12.  State Board for Technical and Comprehensive Education


Project:
9894, Horry Georgetown - Grand Strand Campus Former Base Hospital Renovation


Request:
Increase budget to $9,601,000 (add $128,000 Other, HGTC & HGTC Foundation, $11,000 Other, County Bond and $731,000 Other, Myrtle Beach Redevelopment Authority funds) to cover current cost estimates to complete renovation of the former base hospital into a new Allied Health facility on Horry-Georgetown Tech’s Grand Strand Campus.  Renovation of the 49,569 square foot building is approximately 35% complete.  Additional funds are needed to provide for professional services fees for site and utility work required by the City of Myrtle Beach and for modifications to instructional lab areas, to provide for furniture and equipment for academic and instructional purposes, and to provide a contingency for completion of the project.  The agency reports the total projected cost of this project is $9,601,000 and additional annual operating costs of $163,000 will result in the three years following project completion.  (See Attachment 7 for this agenda item for additional annual operating costs.)

(i)
Summary 1-2008:  JBRC Item 21.  Department of Parks, Recreation and Tourism


Project:
9624, Recreation Land Trust Fund Grants


Request:
Increase budget to $2,462,430 (add $717,000 Appropriated State funds) to fund ten Recreation Land Trust Fund grants for acquisitions of property by local governments as recommended by the Department of Parks, Recreation and Tourism.  The ten grants include acquisitions totaling approximately 473 acres by Charleston, Kershaw, Georgetown, Aiken, and Oconee Counties, the Cities of Rock Hill, Greer, Goose Creek, and Walhalla, and the Towns of Cheraw and Jefferson.  Recreation Land Trust Fund laws state no such funds can be expended without the prior approval of the Budget and Control Board.  The agency reports the total projected cost of this phase of grants is $717,000 and of the entire project, including all previously approved grants, is $2,462,430, and no additional annual operating costs will result from the project.

Information relating to this matter has been retained in these files and is identified as Exhibit 30.

Budget and Control Board:  Resolution for Henry J. White (Regular Session Item #1C)

The Board adopted the following resolution recognizing, commending, and extending its deep appreciation to former Board Executive Director Henry J. White for his years of exemplary public service:
R E S O L U T I O N

OF THE

SOUTH CAROLINA BUDGET AND CONTROL BOARD
WHEREAS, Henry J. White is a graduate of the College of Charleston and the University of South Carolina School of Law; and

WHEREAS, he has served state government with distinction for more than a  decade; and

WHEREAS, he has served as an Assistant Attorney General, a Deputy General Counsel for the Budget and Control Board, Chief Legal Counsel to the Governor’s Office and Chief of Staff to the Governor’s Office; and

WHEREAS, he has most recently served as Executive Director of the Budget and Control Board, and has sought to bring a greater degree of transparency, accountability and stewardship to the agency; and

WHEREAS, he demonstrated his commitment to those ideals through actions such as working to bring much-needed transparency and accountability to the Competitive Grants Program, as well as working with the GEAR Commission to identify nearly $500 million in savings that could be achieved for the taxpayers of South Carolina; and

NOW, THEREFORE, BE IT RESOLVED that the State Budget and Control Board, acting for itself and on behalf of the people of South Carolina, recognizes, commends, and extends its deep appreciation to Henry J. White for his years of exemplary public service, and, by this means, offers its best wishes for every success in his future endeavors.

FURTHER, the Board directs that a copy of this Resolution be presented to Mr. White and that a copy be retained among the Board’s official records.

Adopted this fifteenth day of August, 2007, in Columbia.

Information relating to this matter has been retained in these files and is identified as Exhibit 31.

Office of State Budget:  University of South Carolina Airplane Lease (Reg. Session Item # 2)
Code Section 1-11-405 states that no aircraft may be purchased, leased, or lease-purchased for more than a thirty-day period by any state agency without the prior authorization of the Budget and Control Board and the Joint Bond Review Committee.  The University of South Carolina (USC) requested approval to lease an aircraft to serve faculty and administrative needs.  

USC’s contract for aircraft leasing to serve faculty and administrative needs expired on June 30, 2007. The University has been acquiring these services on an hourly lease basis under its current contract and has found that this contract provides a very cost effective method of meeting these needs.  The contract is used primarily for the transportation of faculty in pursuit and fulfillment of research grants and in development and fund raising activities of the University’s Administration.  USC estimates that these needs will not exceed a maximum of 400 hours annually.  Through an Invitation for Bid issued by the Budget and Control Board’s Materials Management Office, the price of $1,373 per hour for the services of a 1991 King Air 350 (B300) aircraft has been offered to the University by the USC Development Foundation.  The foundation’s bid was the lowest and only bid USC received.  Although there was only one bid received, USC examined rates charged for comparable planes by private companies and are satisfied that this rate is fair and reasonable.  The proposed contract will be for a five-year term running from July 1, 2007 through June 30, 2012.  The Joint Bond Review Committee authorized the airplane lease on August 7, 2007.   

Governor Sanford said that he could not quite figure out the numbers on the airplane lease.  He stated that there is around $600 in the difference of the present lease rate and the new lease rate.  He said that amortizing the term of the lease one would get the airplane for free.  He said the rate is well above what the Department of Commerce charges in the use of the state airplane to other agencies of government.  He commented that he cannot quite figure out the numbers.


Rick Kelly, USC’s vice-president for finance, commented that the solicitation was done through the Board’s Materials Management Office and that it was open for anyone to bid on it.  He noted that in the past USC has leased its plane from the Development Foundation.  He said that the real driver of the spike between the present lease and the one USC is seeking approval for is driven by the escalation of costs established five years ago.  He also stated that gasoline prices for fuel have almost doubled since the 2002 prices were established.  Governor Sanford commented that USC will get an additional $800,000 for operations.  Mr. Kelly stated that he did not understand Governor Sanford’s number.  He said that under the new lease USC will pay $1373 per hour to use the airplane.  Justin Evans with the Governor’s Office pointed out that the cost of the airplane is $1.9 million and that the lease is $2.7 million representing an $800,000 difference.  Mr. Kelly said the cost of the airplane is the difference in the operational cost.  Mr. Kelly said that he is not sure how Governor Sanford calculated the cost and expenses, but that USC did comparables in the private sector to lease the exact same airplane and that it cost more per hour to lease the airplane from private sector vendors than from USC’s foundation.  He said whatever costs are built into the $800,000 that the Governor’s staff has come up with are the same costs that are incurred by the private sector for doing the same thing.  He said this is a matter of paying a fair price for using an airplane and having it made available to you.  Governor Sanford asked whether this was the reverse in that costs were being shifted to the State by the foundation.  He said that neither MUSC nor Clemson University does this the way Mr. Kelly is suggesting.  Mr. Kelly said that MUSC and Clemson own their airplanes and purchased them a long time ago with different sources of revenue.  He said that USC does not have a $2.5 million investment in an airplane.  Governor Sanford said that is precisely the point and that if one runs the amortization of the airplane it would be cheaper for USC to buy the airplane than to lease it from the foundation.  Mr. Kelly said that in the $1373 per hour rate is an $85,000 per year amortization of the interest of the debt that is carried.  He stated that taking $2.5 million and going to a simple 5%, USC would pay more than $85,000 for the debt and that all the other costs are basically the same.  


Governor Sanford further asked Mr. Kelly whether MUSC and Clemson are making a mistake in the way handle their airplanes.  Mr. Kelly said no and that the schools have different sets of circumstances, availability of cash and how one uses it, and when the airplanes were acquired.  He noted that the cost of the advancement of the type of equipment USC gets is borne by the foundation and passed on through the lease rates to USC.  He noted that the amortization of the deferred maintenance is also covered in the lease cost.  He said USC was asked this question at the JBRC meeting and they demonstrated that having the foundation own the airplane saved USC money rather than cost them money.  Governor Sanford said the problem with these arrangements is that a lot of the costs get shifted to protect the foundation.  He commented that if one follows USC’s logic then the pilots should be paid for by the foundation.  Mr. Kelly said that paying for the pilots is advantageous to USC because the pilot is on a fixed salary and not an hourly rate.  He further stated having their own pilots keeps them from having to deal with a third party vendor and that it allows for them to have confidence and consistency in the pilots they get.  Governor Sanford reiterated that the pilots could be paid out of the foundation.  Mr. Kelly replied that it would cost USC more money to do that because the private sector charges for dead time while sitting at airports.  


Mr. Eckstrom asked Mr. Kelly how he knew what the private sector would charge.  Mr. Kelly stated that USC inquired of two other vendors, one in Birmingham, Alabama and another in Greenville, South Carolina, to bid them a price on providing a King Air 350 per flight.  He said they received those prices and did a comparison of their numbers to the numbers the foundation gave them which included their pilots.  He said that the foundation was cheaper.  


Senator Leatherman commented that when this issue came before the JBRC the same question was asked and looked at very carefully.  He stated that the JBRC was convinced that it is cheaper for USC to lease the airplane.  Mr. Chellis also commented that he was concerned at one time about the lease, but all that USC is doing is buying one hour at a time up to 400 hours a year.  Governor Sanford said that USC is not buying one hour at a time, but roughly around 300 hours.  Mr. Chellis stated that it would be something less than the 400 hours, but that it would be one hour at a time.  In further discussion, Governor Sanford said that with the lease from the foundation to USC he sees the mix of two pots that puts the taxpayer at a disadvantage.  

Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board authorized the University of South Carolina to lease an airplane at an hourly rate of $1,373 for five years.  Governor Sanford voted against the motion.
Information relating to this matter has been retained in these files and is identified as Exhibit 32.

Retirement Division:  Appointments to the Retirement and Pre-Retirement Advisory Board (Regular Session Item # 3)

Section 9-2-20 of the South Carolina Code of Laws governs membership of the Retirement and Pre-Retirement Advisory Board (Board) and includes guidelines for its terms of office, vacancies, and appointment of officers. All seats on the Board are based on four-year terms, with each member being allowed to serve two consecutive four-year terms. To comply with the provisions of Section 9-2-20 (a), four members of the Board must either be reappointed or replaced.  The statute also requires that at least one appointment must be an individual receiving benefits from the Police Officers Retirement Systems, either in an active or retired capacity. 

Members must wait four years from the end of their second consecutive term to be eligible for reappointment as provided in Section 9-2-20 (b).

New appointments must be made to fill the following seats, with terms to expire September 1, 2011:

	Appointment Capacity
	Incumbent
	Nominee
	Recommendation

	Municipal Employees
	Gary Cannon
	Melissa Carter
	Municipal Assn. of SC

	State Employees (Law Enforcement)
	Charley McDonald
	Charley McDonald

Jerry Wright
	SC Troopers Assn., State Retirees Assn. of SC

SC Fraternal Order of Police

	Public School Employees
	Shandra Johnson
	Mary Frances McMillan
	Palmetto State Teachers Assn.

	Retired State Employees
	Sandra Agee
	Sandra Agee
	State Retirees Assn. of SC


Upon a motion by Mr. Cooper, seconded by Senator Leatherman, the Board appointed the following four members to the Retirement and Pre-Retirement Advisory Board, with terms to expire September 1, 2011:

	Appointment Capacity
	Appointee

	Municipal Employees
	Melissa Carter

	State Employees (Law Enforcement)
	Charley McDonald



	Public School Employees
	Mary Frances McMillan

	Retired State Employees
	Sandra Agee


Information relating to this matter has been retained in these files and is identified as Exhibit 33.

Budget and Control Board:  Appointment of Budget and Control Board Executive Director (Regular Item # 4)


Governor Sanford nominated Chad Walldorf to be the Board’s executive director.  Mr. Walldorf’s nomination was seconded by Mr. Eckstrom.  

Governor Sanford said that he has recognized the need for change within the Board over the last couple of years.  He stated that he realizes there are a lot of talented and hard working people with the Board and a lot of people who have very good intentions in trying to make a difference in state government in general and people’s lives at large.  He said that it is important that one gain an outside perspective if change is to come about.  He stated that is why the GEAR (Government Efficiency and Accountability Review) Committee report is particularly relevant.  He noted that the GEAR Committee looked at the Board and found some things that did not make sense.  He also commented that in any leadership role that it is very important to lead by example and that if there ever is going to be change at the Board one must start at the executive director’s level.  He said for that reason he is recommending Mr. Walldorf for executive director given his experience working inside and outside government.


Senator Leatherman commended Governor Sanford for putting together the GEAR Committee to look at the Board.  He said that he wanted to remind everyone that the General Assembly has set up a joint House and Senate committee to study the 61 recommendations in the report.  He stated that they totally intend to look at all of the 61 recommendations and if they can help bring efficiency and accountability to government and save money for the taxpayer everyone in the Senate is poised to do that.  


Mr. Eckstrom stated that the Board is fortunate that it has more than one candidate.  He said that Mr. Walldorf has demonstrated that even as an outsider he understands the complexities of state government.  He commented that while he does not have the same depth of experience as another candidate, Mr. Walldorf is capable of doing an incredible job.  He noted that there are other candidates and that he takes nothing away from any candidate that might be considered.  He said that out of deference to Governor Sanford as chairman of the Board and consistent with the protocol that has been in place at the Board that he would defer to Governor Sanford’s nomination and would second the nomination.  He said he would urge the Board members to continue to observe the practice that has historically existed of allowing the Governor to select the executive director of the Board and let the Board ratify that decision.


Senator Leatherman responded that he has researched the issue and that never in the history of the executive director has the governor chosen the executive director.  He said the closest thing to that is that Governor Campbell wanted Fred Carter to be executive director and asked him to go to all the other Board members and get their vote.  He noted that Mr. Carter did not get all of the votes, receiving four of the five Board members’ votes.  He said the Board made that decision and not the governor.  Governor Sanford said that is not what has been said to him and that is not what Senator Leatherman has said to him.  He said in his first year as Governor Senator Leatherman and Representative Harrell came to him and asked him to keep Frank Fusco on as executive director that was the nature of their conversation.  Governor Sanford said that Senator Leatherman suggested that historically it was the governor’s call to select the executive director, but that Senator Leatherman would highly recommend Mr. Fusco based on maintaining the continuity of the Board.  Senator Leatherman said that he has a different recall of the meeting.  He stated that Mr. Eckstrom was the one who raised the issue and said that it was the governor’s prerogative, but he recalls stating it was a Board decision to select the executive director.


Senator Leatherman nominated Mr. Fusco as executive director.  Mr. Cooper seconded Senator Leatherman’s motion.  


Governor Sanford commented that this is not about Mr. Fusco, but about change and an agency of government in desperate need of change.  He said that it was under Mr. Fusco’s watch that the insurance contract for this State was not bid.  He said that Mr. Fusco did not look into why there was a contract with one company for 25 years and under a no bid circumstance for the last 19 of those 25 years.  He said that does not make good business practice, is not open and transparent government, and is not in the best interest of the taxpayer.  


Senator Leatherman called for the vote on the nominations.  The Board members voted first on Mr. Walldorf’s nomination.  Governor Sanford and Mr. Eckstrom voted for Mr. Walldorf.  Senator Leatherman, Mr. Chellis, and Mr. Cooper voted against Mr. Walldorf’s nomination.  


Prior to voting on Mr. Fusco’s nomination, Governor Sanford asked Mr. Chellis his thoughts on the governor being able to put in place an executive director for what is an administrative position.  He noted that in 49 other states there is no budget and control board and that the administrative functions that are handled by the governor in those 49 states are handled in this State by the Board.  He said that if the Board is truly an executive branch entity he asked that the Mr. Chellis defer to the historic precedent that has been set and side with Mr. Eckstrom and him on this particular vote.  Mr. Chellis said that he spent nearly an hour interviewing all three candidates and that he looked at their résumés and experience.  He said that he also discussed the GEAR report with Mr. Walldorf and that he equates the report to a consulting engagement that is done in private industry led by a very capable individual from a consulting standpoint.  He stated that a consulting engagement is usually divided into two sections, one for what the findings might be.  He said that those findings in this case will go to the legislative branch to be looked at and that they would come back with those findings and suggest things to be put in place.  He noted at that point one would look at the consulting firm to assist in that process.  He stated that the actual administration and the direction of an executive director need to have experiences within his background and use some of these findings to come up with solutions.  He said that would be the Board’s direction to the executive director.  He said he agrees with Mr. Eckstrom that all three of the candidates have qualifications that would be admirable for the position.  Mr. Chellis said that looking at all of the candidates on paper and not putting any name on top of it, there is only one name that stands out and that is Mr. Fusco.  


Governor Sanford said that he disagreed because looking at the 61 recommendations in the GEAR report the reality is that the executive director will deal with a thousand things outside of the report.  He noted, as an example, that the General Services Division has started a business development office that is funded with $130,000 per year.  He said the position was basically created for someone who did not have a job.  He noted that there had been no web update in two years from the standpoint of business development and nothing at all on the calendar of events.  He also pointed out that many of the agencies have daytime janitorial services and that the GEAR report showed that many agencies said they would rather not have the janitorial service done during the middle of the day.  He said that this shows a lack of agency focus by the Board.  He said if the Board is supposed to be an agency of government to serve other agencies of government so that they can serve the people of South Carolina better, why put back in place a person who did not go to the cheaper nighttime janitorial service rather than daytime janitorial service.  He said what is being suggested is that the Board should go with someone who has been “a long time doing things the way they have been done” which is the opposite of change.


Mr. Chellis replied that he disagreed with Governor Sanford.  He stated that Governor Sanford was trying to put politics into the decision and that he is about doing what is best for the State.  He commented that when he went into his House seat he had a business background and no prior political experience.  He said now he has seen how things work on both sides.  He said that Mr. Fusco is a person who knows the system and that it will be best for the State to have Mr. Fusco in the executive director’s position.  


Governor Sanford pointed out that the Board meets approximately once a month and that there are a lot of decisions that get made at the executive director’s level that will not be made by the Board.  Mr. Chellis commented that it is the Board’s responsibility to make sure that it stays the policy making board it is supposed to be and follow the law.  


After further discussion, Senator Leatherman asked for the Board to vote on his motion nominating Mr. Fusco as executive director for the Budget and Control Board.  Senator Leatherman, Mr. Chellis, and Mr. Cooper voted for Mr. Fusco as executive director for the Board.  Governor Sanford voted against the nomination.  Mr. Eckstrom did not vote on the nomination.  The motion to appoint Mr. Fusco as executive director for the Budget and Control Board carried.
Information relating to this matter has been retained in these files and is identified as Exhibit 34.

Future Meeting


The Board agreed to meet at 10:00 a.m. on Tuesday, September 25, 2007, in the Governor’s conference room in the Wade Hampton Building.  
Executive Session

[Secretary’s Note:  The Board agreed to consider the executive session item in public session.]

Office of Human Resources:  Compensation (Approval of Hiring Salaries for the Secretary of the Department of Transportation and the Director of the Department of 

Health and Human Services) (Executive Session Item # 1)


Section 63.10 of the 2006-2007 Appropriation Act requires prior favorable recommendation of the Agency Head Salary Commission and the final approval of the Budget and Control Board to hire a new agency head at a salary above the minimum of the salary range.  The Agency Head Salary Commission has reviewed the requests and recommended the hiring salaries as follows:

	Name
	Agency
	Salary Range
	Requested Salary
	Recommended Salary

	H. B. Limehouse, Jr.


	Department of Transportation
	$118,566 - $150,560 - $183,683


	$146,000
	$146,000

	Emma Forkner
	Department of Health and Human Services
	$131,417 - $166,879 - $203,592
	$135,000
	$135,000



Upon a motion by Mr. Cooper, seconded by Senator Leatherman, the Board approved the following salary requests as recommended by the Agency Head Salary Commission:

H. B. Limehouse, Jr. – Department of Transportation - $146,000; and

Emma Forkner – Department of Health and Human Services - $135,000.
Information relating to this matter has been retained in these files and is identified as Exhibit 35.

Adjournment

The meeting was adjourned at 4:00 p.m.


[Secretary's Note:  In compliance with Code Section 30-4-80, public notice of and the agenda for this meeting were posted on bulletin boards in the office of the Governor's Press Secretary and in the Press Room, near the Board Secretary's office in the Wade Hampton Building, and in the lobby of the Wade Hampton Office Building at 3:15 p.m. on Monday, August 13, 2007.]

