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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING

January 28, 2003             9:30 A. M.
The Budget and Control Board (the Board) met at 9:30 a.m. on Tuesday, January 28, 2003, in the Governor's conference room in the Wade Hampton Office Building, with the following members in attendance:

Governor Mark Sanford, Chairman;

Mr. Grady L. Patterson, Jr., State Treasurer and Vice-Chairman;

Mr. Richard Eckstrom, Comptroller General; 

Senator Hugh K. Leatherman, Sr., Chairman, Senate Finance Committee; and

Representative Robert W. Harrell, Jr., Chairman, Ways and Means Committee.


Also attending were Budget and Control Board Executive Director Frank Fusco, Chief of Staff Stephen C. Osborne, and Division Directors Joseph Rogers and Peggy G. Boykin; General Counsel Edwin E. Evans; Governor’s Chief of Staff Luther F. Carter; Governor’s Deputy Chief of Staff for Administration William E. Gunn; Deputy State Treasurer Sandy Agee; Comptroller General’s Chief of Staff Nathan Kaminski, Jr.; Finance Committee Chief of Staff Robby Dawkins; Ways and Means Committee Chief of Staff Don Hottel; Board Secretary Delbert H. Singleton, Jr., and other Budget and Control Board staff. [Secretary’s Note:  The Board met immediately following a meeting of the Tobacco Settlement Revenue Management Authority, ex officio.]

Adoption of Budget and Control Board Agenda 

Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board adopted the agenda after withdrawing regular session item #1 concerning a loan request from the Department of Parks, Recreation, and Tourism.

Minutes of Previous Meetings
Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board approved the minutes of the December 10, 2002, Board meeting; and, acting as the State Education Assistance Authority, approved the minutes of the December 10, 2002, Authority meeting.
[Secretary’s Note:  Governor Sanford commented that during the discussion on the blue agenda he would like to have a conversation about the JEDA loans and the outer parameters of those loans.]

Blue Agenda 

Upon a motion by Mr. Harrell, seconded by Mr. Eckstrom, the Board approved all items included on the blue agenda.  Blue agenda items are identified as such in these minutes. 

Governor Sanford asked for an explanation of JEDA loans and what were the outer bounds to what is or is not a JEDA loan.  Governor Sanford inquired whether the JEDA issues can be for anything or are they restricted to economic development.  Attorney Bill Youngblood explained that the JEDA statutes outline what projects are eligible and noted that JEDA issues can be for a very broad range of things.  He stated JEDA has internal working guidelines that tie their support to the number of jobs created.  He said that JEDA will occasionally issue bonds on behalf of 501(c)(3) entities like hospitals.  Governor Sanford replied that he thought JEDA was originally tied to low income areas.  Mr. Youngblood responded that was not correct.

Governor Sanford further asked whether there was a mark-up of the types of jobs created or the amount of the wealth created as a result of the type of job.  Mr. Youngblood replied that does not apply to the JEDA bonds, but for a number of other economic development incentives that are tied to the wage level of the jobs created.  Governor Sanford commented that although this is called economic development, it is really bonding capacity for the things needed to be done in South Carolina.  Mr. Youngblood said he believes the statute tries to tie into economic development with an impetus on jobs.  

Mr. Harrell asked whether the issue boiled down to whether the Board believed the issue was related to economic development and therefore allow JEDA to spend the money and move forward.  Mr. Youngblood replied yes.  Mr. Eckstrom asked whether there is original wording in the statute that said for the number of jobs created the bonding entity had to put in a certain dollar amount in investments.  Mr. Youngblood stated that he thought that was a separate economic development incentive.  He explained that what Mr. Eckstrom is talking about involves the fee-in-lieu of property tax incentive.  

Mr. Harrell commented that what Mr. Eckstrom is talking about is the economic development legislation that has been passed over the years.  He stated that JEDA is a separate issue that involves economic development loans and what guidelines JEDA has when it starts to make those loans.  He stated that JEDA approves those things it thinks should be done and brings it to the Board for approval.  Mr. Harrell further commented that most economic development concerns go through the Department of Commerce.  He said that the Board and the General Assembly give JEDA its direction.

Governor Sanford commented that for him it is a matter of using scarce resources for maximum impact for wealth and job creation in South Carolina.  He indicated that he will go back to JEDA to get a little more information.  Mr. Youngblood further commented that JEDA is a conduit issuer and that neither JEDA nor the State can bear any responsibility for the repayment of the loans, but rather the borrower is responsible.  He said that to the extent the borrower is a 501(c)(3) entity it is not necessary to get an authorization to issue private activity bonds as it would be with a manufacturing plant.  He noted that is important because the Board determines the dollar amount per calendar year that can be issued by way of private activity bonds.  Mr. Youngblood stated that the three primary users are the student loan program, moderate and low income housing, and economic development.

Senator Leatherman asked how much of the bonding capacity (ceiling allocation) is available that has not been used by JEDA.  Tony Smith with the Department of Commerce indicated that for this calendar year there is over $308 million in ceiling allocation.  Mr. Smith noted that nothing had yet been issued this calendar year.  Mr. Youngblood further explained that those are not dollars but an authorization to issue bonds up to that amount for private activities, primarily the student loan program, moderate and low-income housing, and industrial (economic) development.  Mr. Patterson noted that those limitations are federal limitations.

In further discussion, Mr. Eckstrom asked whether the amount is allocated between local and state government.  Mr. Youngblood explained that there is a state and local pool, but that the Board has the authority to move amounts between the two pools.  Mr. Patterson noted that this allows the maximum utilization of the authorization. 

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


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

CONDUIT ISSUES:

Description 

of Issue
Agency/Institution 

(Borrower)
Borrower’s 

Counsel
Issuer’s 

Counsel

$7,000,000 Associated Packaging, Inc.
South Carolina Jobs-Economic Development Authority
Haynsworth Sinkler Boyd
The McNair Law Firm

$6,000,000 Presbyterian Home of South Carolina
South Carolina Jobs-Economic Development Authority
Haynsworth Sinkler Boyd
Nelson Mullins Riley & Scarborough

$7,500,000 Carolina Children’s Home*
South Carolina Jobs-Economic Development Authority
Haynsworth Sinkler Boyd
Nexsen Pruet Jacobs & Pollard

*Reassignment

OTHER REVENUE ISSUES:

Description of Issue
Agency/Institution
Approved Bond Counsel

$10,000,000 Revenue Bonds
Lander University
McNair Law Firm

$5,500,000 Revenue Bonds
University of South Carolina
Nexsen Pruet Jacobs & Pollard

$20,000,000 Facilities Revenue Bonds
College of Charleston
McNair Law Firm


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

General Services:  Easements (Blue Agenda Item #2)

The Board approved the following easement as recommended by the General Services Division in accordance with Code Sections 1-11-80, 1-11-90, and 1-11-100:

County Location:
Chesterfield County

From:
Budget and Control Board

To:
Town of Chesterfield and Town of Cheraw

Consideration:
$1.00

Description/Purpose:
To install, operate and maintain a force main beneath Thompson Creek to provide sewer service to the Chesterfield/Cheraw Industrial Park and the S.C. Highway 9 Corridor.

The Board concurred and acquiesced in granting the following easement in accordance with Code Section 10-1-130 as recommended by the General Services Division:

County Location:
Aiken County

From:
Department of Parks, Recreation and Tourism

To:
South Carolina Electric & Gas Company

Consideration:
$1.00

Description/Purpose:
To construct, extend, replace, relocate, perpetually maintain and operate an electric line or lines for the purpose of providing service to Redcliffe Plantation.

Information relating to this matter has been retained in these files and is identified as Exhibit 2.

General Services:  Lease for SC Department of Health and Environmental Control (Blue #3)

Regulation 19-447.1000 requires that leases which commit one million dollars or more in a five year period be approved by the Board and reviewed by the Joint Bond Review Committee.

The Board was advised that property at the old Charleston Naval Base will soon be conveyed from the Charleston Naval Complex Redevelopment Authority (RDA) to the City of North Charleston and subsequently to the Noisette Company.  Within the portion that will be conveyed to the City and Noisette, the South Carolina Department of Health and Environmental Control (DHEC) currently leases office and warehouse space.  The current lease is for a term of five (5) years and expires on June 30, 2007.  The leased areas contain 32,346 square feet of office and laboratory space at 1362 McMillan Avenue to house a staff of 80 and 4,080 square feet of warehouse space at 2221 Avenue “D.”  In anticipation of the transfers, a new lease was prepared to correspond with terms in a Letter of Agreement between DHEC and the City.  

The proposed lease with Noisette will begin the first day of the month following approvals by the Board and the Joint Bond Review Committee and after control of the property transfers to the Noisette Company from the City of North Charleston.  The expected commencement date is February 1, 2003, and the expected expiration date is September 30, 2022, a term of 19 years and 8 months.  The rental rate is $12.00 for the office space and $1.50 for the warehouse space over the term.  This rate includes all property operating expense items.  Total rent over the 19 year, 8 month period is $7,754,016.

DHEC has secured this property through coordination with the General Services’ Leasing Unit to obtain fair rates, terms and conditions.  The state’s process is designed to meet the requirements of Regulation 19-447.1000 and the proposed lease terms and conditions are consistent with the state standard lease.  Adequate funds are available and a financial plan has been submitted.  The Joint Bond Review Committee approved the proposed lease on January 21, 2003.


The Board approved a lease between DHEC and the Noisette Company on McMillan Avenue in North Charleston for a term of nineteen years and eight months at an annual rent of $394,272 for a total rent over the rental period of $7,754,016.

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

General Services:  Permanent Improvement Projects (Blue Agenda Item #4)

The Board approved the following permanent improvement project establishment requests and budget revisions which were reviewed favorably by the Joint Bond Review Committee:


(a) Summary 6-2003:  Item 1.  Adjutant General

 Project:
9692, Aircraft Parking Ramp Renovations

 Request:
Establish project and budget ($500,000 Federal funds) to repair the deteriorated aircraft parking ramp at the Army Aviation Support Facility at McEntire by replacing the concrete joint material.  The concrete slab failed and allowed surface water to erode the sub-base material.  (See Attachment 1 of agenda materials for annual operating cost savings.)

(b) Summary 6-2003:  Item 2.  Budget and Control Board

 Project:
9712, Laurel Street Warehouse – Roof Replacement

 Request:
Increase budget to $524,712.03 (add $350,000 Other, Depreciation Reserve funds) to complete the roof replacement at the Laurel Street Warehouse.  The 16 year-old roof leaks and has skylights that lack fall protection devices.

(c) Summary 6-2003:  Item 3.  Budget and Control Board

 Project:
9751, Richland County – Shop Road Property Acquisition

 Request:
Establish project and budget ($20,000 Other, Depreciation Reserve funds) to cover the cost of an appraisal, environmental studies and other investigative studies required to adequately evaluate property prior to purchase.  The Budget and Control Board is considering the purchase of 11 acres with improvements on Shop Road in Richland County to consolidate several support functions of the Board in one location.

(d) Summary 6-2003:  Item 4.  Clemson University

 Project:
9800, Advanced Materials Research Laboratory – Construction/Land Acquisition

 Request:
Increase budget to $19,151,218 (add $1,151,218 Institution Bond funds) to provide sufficient funds for construction and include the purchase of equipment for the 84,000 square foot Advanced Materials Research Laboratory at Clemson University.  The building is being designed to achieve a Leadership in Energy and Environment Design (LEEDS) silver rating.

(e) Summary 6-2003:  Item 5.  Clemson University

 Project:
9807, Academic Support Center Construction – A&E Only

 Request:
Establish project and budget ($220,000 Other, Private and Operating Revenue funds) to proceed with design and cost estimates for construction of an approximately 32,500 square foot Academic Support Center building to be located near the main library at Clemson University.  The Center will provide an environment for the development of learning skills and enhance undergraduate students’ learning methodologies.  The facility will include tutoring rooms, seminar rooms, computer laboratories and office and support spaces.

(f) Summary 6-2003:  Item 6.  Clemson University

 Project:
9808, Lee Hall Renovations

 Request:
Establish project and budget ($355,000 Other, Operating Revenue funds) to renovate Room 100, a lecture hall, and design studios in Lee Hall at Clemson University.  Room 100 will be renovated into a modern lecture hall with computer capabilities.  The renovations will include painting, installing acoustical panels, refurbishing carpet and floor tiles, updating the lighting with more flexible lighting levels, and installing new seats.  The renovations for the design studios will include repainting, refurbishing and enhancing wall treatments, installing new tile, and upgrading the lighting.  Lee Hall has heavy student use and the studios need refurbishment.

(g) Summary 6-2003:  Item 8.  USC – Columbia

 Project:
9838, Basketball Arena Construction

 Request:
Increase budget to $57,140,000 (add $1,200,000 Athletic funds) to fund change orders for the Basketball Arena at the University of South Carolina. The change orders include required sprinkler modification, additional electrical requirements to meet audio-visual needs of the center manager, concession changes, field changes to the steel structure, kitchen modifications required by DHEC, and additional finishes.

(h) Summary 6-2003:  Item 9.  USC – Columbia 

 Project:
9932, Columbia Campus Food Service Facilities Renovation/Expansion

 Request:
Increase budget to $4,994,904 (add $1,644,904 Other, Cafeteria Renovation and Repair funds) to increase the budget which now exceeds the original estimated cost to renovate 13 food service facilities at the Columbia campus of the University of South Carolina.  The renovation costs were specified in the food service contract for the 13 locations. 

(i) Summary 6-2003:  Item 10.  USC – Columbia 

 Project:
9940, Williams Brice South End Zone Football Building Construction

 Request:
Establish project and budget ($250,000 Athletic funds) to begin design work for the construction of a 29,000 square foot, two-story football facility under the existing South End Zone of Williams-Brice Stadium.  The first floor will house football strength and conditioning facilities and the second floor will house team meeting rooms and facilities with a warming kitchen for feeding football recruits.

(j) Summary 6-2003:  Item 11.  Winthrop University

 Project:
9537, Lee Wicker Student Housing Renovations

 Request:
Establish project and budget ($1,000,000 Other, Student Housing Revenue funds) to renovate the 69,382 square foot Lee Wicker Student Housing facility at Winthrop University.  The work will include adding fire sprinklers, upgrading the fire alarm system, replacing bathroom fixtures, and converting the existing freight elevator to a passenger elevator.  Additionally, a new formal rear entrance to the lobby office area will be added.  These renovations are needed to meet fire safety codes and ADA requirements and to provide structural improvements more conducive to a quality educational environment.

(k) Summary 6-2003:  Item 12.  Medical University

 Project:
9663, Basic Science Building Infrastructure Renovation

 Request:
Increase budget to $7,440,000 (add $2,700,000 Other, Indirect Cost funds) to address indoor air quality problems on the west side of the Basic Science Building at the Medical University where space is devoted to research activities.  The recent addition of research labs and hoods on the 4th and 5th floors has significantly increased the exhaust volume and created an unbalanced airflow in the building.  Airflow controls will be installed floor to floor for the entire building and room to room on the west side of the building.  

(l) Summary 6-2003:  Item 13.  Medical University

 Project:
9678, MUSC Heart and Vascular Center

 Request:
Increase budget to $10,845,000 (add $1,000,000 Other, Hospital Generated Revenue funds) to renovate five rooms in the Heart and Vascular Center at the Children’s Hospital to install two new patient care devices.  The renovations will include changes to ceilings, mechanical and electrical system changes and other associated interior work needed to install the devices.

(m) Summary 6-2003:  Item 14.  Medical University

 Project:
9746, Campus Wide Storm Damage Mitigation

 Request:
Increase budget to $950,417 (add $298,640 Other, FEMA and Emergency Preparedness funds) and revise the project scope to include the installation of flood water barriers to protect the vents and entrances on the first floor perimeters of the Storm Eye Institute at the Medical University.

(n) Summary 6-2003:  Item 15.  Medical University

 Project:
9752, Indoor Air Quality Improvements

 Request:
Establish project and budget ($3,000,000 Other, University Generated funds) to establish an umbrella project that will allow the Medical University to respond to indoor air quality issues in buildings throughout the campus.  Projects will range from cleaning ductwork and replacing filters to replacing whole mechanical systems as needed.

(o) Summary 6-2003:  Item 16.  Technical & Comprehensive Education

 Project:
9812, Tri-County Paving/Resurfacing/Landscaping – Phase III

 Request:
Increase budget to $3,090,000 (add $950,000 Other, Local funds) to convert an existing parking area from two to three tiers to meet the enrollment growth at Tri-County Technical College.  The renovation will result in approximately 169 additional parking spaces and will meet projected parking needs for the next few years.

(p) Summary 6-2003:  Item 17.  Technical & Comprehensive Education

 Project:
9816, Aiken – 700 Building Renovation

 Request:
Increase budget to $3,250,000 (add $2,125,000 Other, Local funds) and revise the project scope by increasing the amount of space to be renovated from 12,800 to 36,106 square feet in the 700 Building at Aiken Technical College.  An updated study indicates the entire facility needs to be brought up to current code requirements, instead of a portion as originally planned.  In addition, modifications are needed to meet the demand for growth in student population.

(q) Summary 6A-2003:  Item 1.  Budget and Control Board

 Project:
9754, Farmer Building – Demolition

 Request:
Establish project and budget ($248,279.57 Other, Depreciation Reserve funds) to demolish the Farmer Building located on the State Park complex in Columbia.  The facility has been vacant since the late 1990’s, with the exception of a cafeteria that closed recently.  The development potential for the site, as well as the age and condition of the building, make demolition the most effective method of removing the structure from the site.

(r) Summary 6A-2003:  Item 2.  Budget and Control Board

 Project:
9756, Columbia Mills Complex – 350-Space Parking Facility Construction

 Request:
Establish project and budget ($2,500,000 Other, Construction Gift funds) to accept a gift of construction from the City of Columbia for a parking deck on property owned by the State to provide additional parking at the Columbia Mills Complex.  The City will construct the 350-space parking complex to fulfill a pledge to replace spaces used in the construction of the EdVenture Children’s Museum.  The parking deck will belong to the State upon completion.

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

General Services:  Property Transactions (Blue Agenda Item #5)


The Board approved the following property sales:

(a)
Agency:
Department of Transportation


Acreage:
.40± acres


Location:
On Highway 21 at Whale Branch River


County:
Beaufort County


Purpose:
To dispose of surplus real property.


Appraised Value:
$13,200 as of 7/5/02


Price/Purchaser:
Not less than appraised value/To be determined


Disposition of Proceeds:
To be retained by DOT.

(b)
Agency:
Department of Transportation


Acreage:
2.0± acres


Location:
On Highway 302 in New Ellenton


County:
Aiken County


Purpose:
To dispose of surplus real property.


Appraised Value:
$12,000 as of 8/1/02


Price/Purchaser:
Not less than appraised value/To be determined


Disposition of Proceeds:
To be retained by DOT.

(c)
Agency:
Department of Transportation


Acreage:
16.06± acres


Location:
On Poppy Hill Road


County:
Beaufort County


Purpose:
To dispose of surplus real property.


Appraised Value:
$54,600 as of 7/5/02


Price/Purchaser:
Not less than appraised value/To be determined


Disposition of Proceeds:
To be retained by DOT.

(d)
Agency:
Clemson University


Acreage:
.092± acres


Location:
On Woodburn Road


County:
Anderson County


Purpose:
To sell property to SCDOT for a bridge replacement project.


Appraised Value:
N/A


Price/Purchaser:
$775/S.C. Department of Transportation


Disposition of Proceeds:
To be retained by Clemson.

(e)
Agency:
Budget and Control Board


Acreage:
1.06± acres and improvements


Location:
1022 Senate Street in Columbia


County:
Richland County


Purpose:
To dispose of the existing State Fleet Management facility.


Appraised Value:
To be determined


Price/Purchaser:
Not less than appraised value/To be determined


Disposition of Proceeds:
Ordinary Sinking Fund

(f)
Agency:
Budget and Control Board


Acreage:
11.5± acres and improvements


Location:
1441 Boston Avenue in West Columbia


County:
Lexington County


Purpose:
To dispose of the existing Surplus Property facility.


Appraised Value:
To be determined


Price/Purchaser:
Not less than appraised value/To be determined


Disposition of Proceeds:
Ordinary Sinking Fund

The Board also approved the following property conveyance:

(g)
Agency:
Budget and Control Board


Acreage:
3.98± acres


Location:
Near the intersection of Washington and Williams Streets fronting the Columbia Canal


County:
Richland County


Purpose:
To dispose of surplus real property and acquire a needed parking garage


Appraised Value:
$1,300,000


Price/Seller:
Construction of an approximately $2.5 million, 350-space parking garage by the City of Columbia on other state-owned property/Budget and Control Board


Source of Funds:
N/A


Project Number:
N/A


Environmental Study:
N/A


Additional Annual Op Cost/SOF:
N/A


Approved By:
N/A

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

General Services:  Reporting of Previously Approved Real Property Leases (Blue Item #6)


The Board received as information the following Reporting of Previously Approved Real Property Leases:

Lease by Clemson University

Lease of two parcels of land in Charleston for $1.00, received by Clemson as a gift from the City of Charleston, back to the City to be used for city parking until construction begins on a building to house Clemson’s proposed Charleston Architecture Program, as described more fully in the letter of December 3, 2002, to all Board members (copy included with agenda item).


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

Human Resources:  Proposed Revisions to the State Human Resources Regulations (B#7)

Section 8-11-230 of the South Carolina Code of Laws, 1976, as amended,  provides, in part, that the Board is authorized and directed to: “After coordination with agencies served, develop policies and programs concerning leave with or without pay, hours of work, fringe benefits (except State retirement benefits), employee/management relations, performance appraisals, grievance procedures, employee awards, dual employment, disciplinary action, separations, reductions in force, and other conditions of employment as may be needed.”


The Office of Human Resources proposed revisions to the State Human Resources Regulations to reflect recent changes to the South Carolina Code of Laws and to increase the cap an institution of higher learning may compensate its faculty during summer employment from thirty (30%) percent to forty (40%) percent.  This increase in the summer compensation limit is based upon the difficulty these institutions of higher education face in retaining their faculty during the summer sessions and will give them the flexibility to compensate faculty who work both traditional and non-traditional summer school schedules.


Upon approval by the Board, the revised State Human Resources Regulations will be distributed to all agencies and will be effective February 1, 2003.


The Board approved the proposed revisions to the State Human Resources Regulations to be effective February 1, 2003.


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

Procurement Services Division:  Procurement Certifications (Blue Agenda Item #8)
The Procurement Services Division, in accord with Section 11-35-1210, audited the following agencies and recommended certification within the parameters described in the audit reports for the following limits for a period of three years:

Department of Public Safety:  goods and services, $50,000* per commitment; information technology, $50,000* per commitment; consultant services, $50,000* per commitment; construction contract award, $25,000 per commitment; construction contract change order, $25,000 per change order; architect/engineer contract amendment, $5,000 per amendment.


South Carolina Law Enforcement Division:  goods and services, $25,000* per commitment; information technology, $25,000* per commitment; consultant services, $25,000* per commitment.

*Total potential purchase commitment whether single-or multi- year contracts are used.


In accord with Section 11-35-1210, the Board approved procurement certification for the following limits for a period of three years:

a.  Department of Public Safety:  goods and services, $50,000* per commitment; information technology, $50,000* per commitment; consultant services, $50,000* per commitment; construction contract award, $25,000 per commitment; construction contract change order, $25,000 per change order; architect/engineer contract amendment, $5,000 per amendment.

b.  South Carolina Law Enforcement Division:  goods and services, $25,000* per commitment; information technology, $25,000* per commitment; consultant services, $25,000* per commitment.

*Total potential purchase commitment whether single-or multi- year contracts are used.


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

Division of the Chief Information Officer:  Telephone System Local PBX Rate Reduction and Long Distance Rate Reduction (Blue Agenda Item #9)

As authorized by Section 1-11-430 S.C. Code Ann. (1976), as amended, the Board shall secure all telecommunications equipment and services for the state government enterprise under terms it considers suitable and coordinate the supply of the equipment and services for state government use.  Within the Board, the Division of the Chief Information Officer (CIO) is charged with carrying out this responsibility.  As part of this mandate, the Division provides local PBX telephone service to government agencies in Columbia, Greenville, Orangeburg, and Charleston and it provides long distance services to government agencies statewide.  Through its efforts to reconfigure the local and long distance telephone networks and by reducing contractual costs for the communications network, the CIO is prepared to reduce its local PBX service and long distance rates effective February 1, 2003.  Based on the current level of local and long distance service provided, savings to the agencies will be approximately $1 million.


Since beginning this initiative, the Board has reduced long distance rates five times: July 1992, January 1996, September 1997, April 1999 and November 2001.  In addition, this is the second local service rate reduction since June 2001. 


The Board received as information notice of the implementation of the telephone system local PBX rate reduction and long distance rate reduction to become effective February 2003.


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

Tobacco Settlement Revenue Management Authority:  Financial Statement for the Fiscal Year Ended June 30, 2002 (Blue Agenda Item #10)
South Carolina Code of Laws Section 11-49-100 (Cum. Supp. 2002) requires that the Tobacco Settlement Revenue Management Authority “keep an accurate account of all of its activities and all of its receipts and expenditures and annually, in the month of January shall make a report of its activities to the State Budget and Control Board, the report to be in a form prescribed by the State Budget and Control Board with the written approval of the State Auditor.”  As required by Section 11-49-100, the Financial Statement was approved in form by the State Auditor.  


In accord with Code Section 11-49-100, the Board received as information the Financial Statement of the Tobacco Settlement Revenue Management Authority for the fiscal year ended June 30, 2002.


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

Executive Director:  Revenue Bonds (Blue Agenda Item #11)


The Board adopted the following proposals to issue revenue bonds:

a.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$6,000,000 Economic Development Revenue Bonds

Allocation Needed:
-0- (refunding involved)

Name of Project:
Presbyterian Homes of South Carolina

Employment Impact:
38 additional persons

Project Description:
(i) pay, or refinance loans incurred by the borrower to pay, the cost of the following expansions and/or improvements to the Borrower’s existing care facilities located in Dorchester, Florence, Lexington and Pickens Counties:  addition of an 18-bed skilled nursing care facility (Easley); addition of a 12-bed Alzheimer’s care facility (Columbia); new HVAC units (Summerville); new roofing (Florence); certain road and infrastructure costs at the above locations; and related improvements at such locations; and (ii) refinance the outstanding balance of $2,700,000 original principal amount Lexington County, South Carolina Hospital Facilities Revenue Bond (Presbyterian Home of South Carolina Project), Series 1992

Note:


negotiated private sale

Bond Counsel:

Robert S. Galloway, III, Haynsworth Sinkler Boyd, PA
(Exhibit 11)

b.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
Not Exceeding $9,000,000 Economic Development Revenue Bonds

Allocation Needed:
$9,000,000

Name of Project:
Republic Services of South Carolina, LLC

Employment Impact:
create employment for approximately 8 people

Project Description:
a facility to be used primarily to dispose of municipal and industrial waste as part of its landfill/solid waste operations to be located in Union County

Note:


negotiated private sale

Bond Counsel:

April Lucas, Nexsen Pruet Jacobs & Pollard, LLC

(Exhibit 12)

c.
Issuing Authority:
Berkeley County

Amount of Issue:
Not Exceeding $35,850,000 Pollution Control Facilities Refunding Revenue Bonds ($35,850,000 refunding involved; project previously approved $44,000,000)

Allocation Needed:
-0-

Name of Project:
GENCO

Employment Impact:
n/a

Project Description:
n/a

Bond Counsel:

William M. Musser, McNair Law Firm, PA

(Exhibit 13)

d.
Issuing Authority:
Edgefield County

Amount of Issue:
Not Exceeding $1,500,000 Hospital Revenue Bond Anticipation Notes

Allocation Needed:
-0-

Name of Project:
Edgefield County Hospital 

Employment Impact:
n/a

Project Description:
hospital renovations and improvements; costs of issuance; and such other lawful corporate and public purposes as the Hospital shall determine

Bond Counsel:

Francenia B. Heizer, McNair Law Firm, PA

(Exhibit 14)

e.
Issuing Authority:
City of Hartsville

Amount of Issue:
$1,050,000 Bond Anticipation Note and Not Exceeding $3,000,000 Special Source Revenue Bonds

Allocation Needed:
-0-

Name of Project:
City of Hartsville Special Source Revenue Bonds project 

Employment Impact:
n/a

Project Description:
(a) refunding the City of Hartsville’s Special Source Revenue Bond Anticipation Note, Series 2002, in the principal amount of $1,050,000, the proceeds of which were applied to the acquisition of South Carolina Central Railroad Company, Inc.’s real property interests in approximately 17.8 acres of land located within the city and along the north side of Railroad Avenue; (b) defraying of a portion of the costs of designing, acquiring, constructing, improving or expanding infrastructure within the Joint County Industrial and Business Park serving the City in order to enhance the economic development of the City, and (c) financing any other necessary or incidental matters with respect to those projects.

Bond Counsel:

Michael W. Burns, McNair Law Firm, PA



(Exhibit 15)


Information relating to this matter has been retained in these files and is identified as Exhibits 11 through 15, respectively.

Office of State Budget:  Notification of Potential Agency Deficit (Regular Session Item #2)
The South Carolina Department of Corrections notified the Office of State Budget of a potential General Fund deficit for fiscal year 2002-03 of approximately $20 million.  

Proviso 63.25 of the FY 2002-03 Appropriation Act sets forth procedures for addressing potential agency General Fund deficits.  Upon recognizing the potential for a deficit, the agency, in consultation with the Board, is directed to develop a plan to eliminate or reduce the projected deficit.  If the Board finds that the cause and likelihood of a deficit is unavoidable and beyond the agency's control, the Board may recognize a deficit, and upon doing so, shall notify the General Assembly of its determination.


The Department of Corrections ended last fiscal year with a $6 million budget deficit.  This deficit followed extensive cost containment efforts over the last two years that included closing two institutions and reducing agency staffing by over 1,000 employees.  These cost containment measures have all come while inmate population continues to steadily increase.  The agency began FY 2002-03 with funding approximately $5 million below its final spending level of FY 2001-02.  Including the most recent 5%, $13.9 million cut, the agency's base budget has been reduced $57.4 million (17.8%) since FY 2000-01.  The recent $13.9 million reduction has created a potential $20 million shortfall within the Department.  The Office of State Budget is continuing to work with the agency to identify other revenue sources to reduce the projected deficit.


To continue to operate and achieve its mission of public protection under these extreme budgetary constraints has required the Department to examine and implement some extreme cost cutting options.  Although the number of inmates has been steadily increasing, the Department has been reducing its staff and closing institutions.  The Department started calendar year 2003 with 1,186 more inmates than it had on January 2, 2002, but with two less institutions.  Givens and State Park correctional facilities were closed to meet FY 2002 mandatory budget cuts, and because these closures occurred during a period of inmate population growth, the result has been a critical shortage of bedspace within Department facilities.  The Department has an institutional operating capacity of 22,552 bedspaces.  The South Carolina Department of Corrections has operated in excess of this capacity for many months.  During circumstances such as this, the Department did extraordinary things, such as place beds in gymnasiums and dayrooms, and add additional beds to cells.  Approximately 1,604 inmates are currently triple celled or on mattresses placed in institutional gymnasiums or dayrooms.

Utilizing a hiring freeze, retirement incentive program and termination of temporary and probationary employees, the Department decreased its staff by more than 1,000 employees during the past two years.  Minimum safe staffing levels for correctional officers and administrative staff have been developed and implemented at all facilities and any further reduction in staff within these facilities may compromise the Department's mission of protection of the public, staff and inmates.  The Department determined that a mandatory furlough of employees would not save monies, but instead, would involve a cost, as overtime would have to be paid to continue the operation of institutions.  (Please see attachments which highlight cost saving initiatives implemented by the Department and the increase in inmate-to-staff ratios since January 1, 2001).

The Department believes that long term cost containment measures can only be achieved through a change in current correctional practices without compromising the Department's mission of protection of the public, its staff and inmates.  These options would require legislative approval.

Les Boles, Budget Director, appeared before the Board on this item.  Also appearing before the Board on this matter was Jon Ozmint, Director for the Department.  

Governor Sanford commented that one of the things that stood out to him was that it generally costs the Department $25,000 to $30,000 per year to incarcerate an inmate.  He asked why the savings of $3000 per inmate were not in line proportionately with the cost numbers he had been given.  Mr. Ozmint responded that because of the release of inmates the State cannot terminate a corresponding number of personnel cost.  He stated that the structure is such in the State that those employees are protected and the agency would have to “rif” across the Board.  He noted that was the biggest difference between gaining an inmate in the system.  He said that when an inmate is released $3000 is saved each year.  He said that when 500 inmates are released in 29 different institutions, the Department does not have the authority to do targeted reductions. He commented that even in this budget year the Department would not reap the benefits of that because of the time it would take to move inmates and reassign resources.  He also said that this is a short term approach because there is nothing in the State’s sentencing system that suggests fewer inmates will be received in the future.

Mr. Patterson inquired whether the Department is continuing to explore maximum utilization of prison labor.  Mr. Ozmint responded that the Department is doing so and that he will be requesting that Governor Sanford allow the Department’s employees to be moved around in its 29 institutions.  He said the agency needs the ability to move employees when there is a loss of work force in an area of the State where it might be difficult to retain or bring on new corrections officers.  Mr. Ozmint said the agency needs the ability to take people from headquarters or other institutions that are over-staffed and move them while paying for their move and doing it in a fair way.  He said, however, that under the State employee classification system the Department cannot get the best use out of its resources.

In further discussion, Governor Sanford asked how did the State compare to other states in terms of the headquarters ratio in relation to the rest of the system.  Mr. Ozmint replied that the staff to inmate ratio is eight to one, but that traditionally the ratio has been five to one.  He said that he has not yet determined the headquarters ratio in comparison to staff in the field.  

Mr. Harrell said he would like to talk to Mr. Ozmint later about the flexibility issue, but that he is surprised to hear that Mr. Ozmint does not already have the authority to be flexible.  Governor Sanford advised that Mr. Fusco informed him that the statute allowed employees to be transferred within a thirty mile radius.

Senator Leatherman asked how much study was given in the closing of infirmaries.  Mr. Ozmint said he cannot answer that question since the decision was made prior to his arrival.  He noted that all but two of the four infirmaries closed before his arrival.  He said that he is continuing to look at this issue to see what it costs to keep an inmate in a basic infirmary setting per day in terms of total cost and variable costs.  Mr. Ozmint stated that in relation to the basic infirmary cost with a private facility, the cost is $119 per day.  He said that the Department’s cost to keep someone in a hospital is astronomically higher by about five to six times as compared to the cost for an inmate who requires nothing more than a certain level of infirmary care.  He said the biggest reason the infirmaries were closed was because the Department could not staff infirmaries with RNs in places like Allendale and other small counties where there is not a wealth of RNs.  Mr. Ozmint also noted that there is a high turn over rate with nurses who can go to any hospital in the State and start out making $44,000 per year as opposed to $38,000 per year at the Department.  He said he is not confident in the numbers that he has seen to support the Department’s ability to staff its own infirmary cheaper than in the private sector.

Senator Leatherman asked when could the Board expect to get that information.  He stated that it is pennywise and pound foolish if the State spends five or six times as much in a hospital than in the infirmaries.  He said the information is needed quickly.  Governor Sanford agreed and suggested that, in as much as the study is going to involve the Department, it should be broadened by the Office of State Budget to include a preliminary look at some of the other agencies to see what is coming down the pike in the next six months.  

Mr. Eckstrom commented that he could not let the agencies take all of the heat.  He stated that the State’s accounting system does not have enough detail to provide help that the agencies need.  He suggested that a new system like the pilot system at the Department of Mental Health would be beneficial.

Senator Leatherman stated that he understands what Mr. Eckstrom has said.  He stated that what the Board has before it is an agency that says it may have a $20 million deficit and that it needs help.  He suggested that the Department quickly let them know whether the accounting mechanisms are not in place that would allow it to get the information the Board is asking for.

Mr. Ozmint made additional comments concerning the infirmaries.  He stated that the Department would never be able to go back to the field infirmary system because of the staffing issue.  He said that the Department had RNs at headquarters and could not staff one full infirmary with those RNs or fill in some gaps, because they could not move them due to the process that ties their hands when managing resources.  He said that when the Department was closing small infirmaries they were not able to move RNs from point A to point B and pay for their move because of the thirty mile rule.  Senator Leatherman asked Mr. Ozmint what happened to the RNs when the infirmaries were closed.  Mr. Ozmint responded that the RNs were moved to the clinics in the institution and in some cases they volunteered to move to another clinic.

Governor Sanford commented that this leads to the much bigger discussion of line managers like Mr. Ozmint being able to hire and fire, move people, and do the things a business person would in a line management position.  Governor Sanford added to the Board action requested that the Office of Stated Budget also look at a number of other agencies respective financial situations.

Upon a motion by Mr. Harrell, seconded by Senator Leatherman, the Board, received as information a report of a potential agency deficit within the Department of Corrections and directed the Office of State Budget to continue working with the Department of Corrections in identifying and monitoring efforts to reduce or eliminate the potential deficit and to look at a number of the other agencies’ respective financial situations.

Information relating to this matter has been retained in these files and is identified as Exhibit 16.

General Services:  Sale of Desk and Chair to Former Commissioner of Agriculture, D. Leslie Tindal (Regular Session Item #3)

Former Commissioner of Agriculture, D. Leslie Tindal, requested to purchase the desk and chair that was assigned to him while he was the Commissioner of Agriculture.  The Board took no action on this item.

Information relating to this matter has been retained in these files and is identified as Exhibit 17.

General Services:  Sale of State Car to Former Attorney General Charlie Condon (Regular Session Item #4)

Former Attorney General Charlie Condon requested to purchase the State car that was assigned to him while he served as Attorney General.  The Board took no action on this item.

Information relating to this matter has been retained in these files and is identified as Exhibit 18.

University of South Carolina:  Not Exceeding $8,085,000 University of South Carolina Athletic Facilities Revenue Bond Anticipation Notes, Series 2003B (Reg. Session Item #5)

The Board was asked to adopt a resolution making provision for the issuance and sale of not to exceed $8,085,000 University of South Carolina Athletic Facilities Revenue Bond Anticipation Notes, Series 2003B.  The proceeds from the sale of the bonds will be used to refinance certain outstanding bond anticipation notes of the University of South Carolina and to use the excess funds to pay a portion thereof.


Upon a motion by Mr. Patterson seconded by Senator Leatherman, the Board adopted a resolution making provision for the issuance and sale of not to exceed $8,085,000 University of South Carolina Athletic Facilities Revenue Bond Anticipation Notes, Series 2003B.

Information relating to this matter has been retained in these files and is identified as Exhibit 19.

University of South Carolina:  Not Exceeding $6,140000 University of South Carolina Athletic Facilities Revenue Bonds and Sale of Bond Anticipation Notes, Series 2003A (R#6) 
The Board was asked to adopt a resolution to approve the provision for not exceeding $6,140,000 University of South Carolina Athletic Facilities Revenue Bonds and the issuance and sale of Bond Anticipation Notes, Series 2003A, in anticipation thereof.  The proceeds from the sale of the bonds will be used to refinance certain outstanding bond anticipation notes of the University of South Carolina and to use the excess funds to pay a portion thereof.  


Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board adopted a resolution making provision for the issuance and sale of not exceeding $6,140,000 University of South Carolina Athletic Facilities Revenue Bonds and the issuance and sale of Bond Anticipation Notes, Series 2003A, in anticipation thereof.

Information relating to this matter has been retained in these files and is identified as Exhibit 20.

Future Meeting


The Board agreed to meet at 9:00 a.m. on Tuesday, February 11, 2003, and on Tuesday, March 4, 2003, at 9:00 a.m. in the Governor’s conference room in the Wade Hampton Building.

Executive Session 

Upon a motion by Mr. Eckstrom, seconded by Mr. Patterson, the Board agreed to consider the following items, which had been published previously, in executive session, whereupon Governor Sanford declared the meeting to be in executive session:

1.
Executive Director


Economic Development (2003 Ceiling Allocation)  

2.
Human Resources


Compensation (Cabinet Directors Salaries)  

3.
Human Resources


Legal Matter (Appeal of a State Employee Committee Decision)

Report on Matters Discussed in Executive Session 


Following the executive session, the meeting was opened, and the Board voted on the following item that had been discussed during executive session:

(a) Executive Director:  Economic Development (2003 Ceiling Allocation) (Executive Session Item #1)


Upon a motion by Mr. Harrell, seconded by Mr. Patterson, the Board, 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, Republic Services of South Carolina, LLC, $9,000,000; and

In accord with Code Section 1-11-500 et seq., authorized shifts as necessary between the state pool and the local pool relating to requests for calendar year 2003 ceiling allocations.

(b)
Human Resources:  Compensation (Cabinet Director Salaries) (Ex. #2)




Took no action on cabinet director salaries and upon a motion by Senator Leatherman, seconded by Mr. Harrell, the Board carried the matter forward until after Senate confirmation hearings are held on the cabinet directors’ appointments.


(c)
Human Resources:  Legal Matter (Appeal of a State Employee Grievance Committee Decision) (Executive Session Item #3)

Upon a motion by Mr. Harrell, seconded by Senator Leatherman, the Board, approved the request of the University of South Carolina to appeal a State Employee Grievance Committee decision to the Court of Common Pleas.

Adjournment

The meeting was adjourned at 10:45 a.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 9:26 a.m. on Monday, January 27, 2003.]

