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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING


June 14, 2005             10:00 A. M.
The Budget and Control Board (Board) met at 10:00 a.m. on Tuesday, June 15, 2005, in the Governor's conference room in the Wade Hampton Office Building, with the following members in attendance:

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.

Governor Mark Sanford, Chairman, did not attend the meeting.


Also attending were Budget and Control Board Executive Director Frank Fusco, Chief of Staff Stephen C. Osborne and Division Directors Peggy Boykin and George Dorn; General Counsel Edwin E. Evans; Governor’s Chief of Staff and Chief Legal Counsel Henry White; 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 Don Hottel; Board Secretary Delbert H. Singleton, Jr., and other Budget and Control Board staff.  [Secretary’s Note:  The Board met immediately following meetings of the Educational Facilities Authority for Private, Nonprofit Institutions of Higher Learning and the Tobacco Settlement Revenue Management Authority, the members of which are the Budget and Control Board members, ex officio.]  

Mr. Fusco advised Board members that Governor Sanford was not able to attend the meeting and provided a letter expressing his regrets.  Mr. Fusco stated that Governor Sanford’s letter stated he grants his proxy to Mr. Eckstrom.  Mr. Fusco commented that there has not been a proxy situation in past Board meetings.  Mr. Fusco said he would defer to Mr. Evans for an opinion on the matter.  Mr. Evans stated that there is no authority in the law for proxy voting on executive boards or for the Budget and Control Board in particular.  Mr. Harrell commented that it is not done in the House and Senator Leatherman stated that proxy voting is not done in the Senate.

State Budget and Control Board Meeting as Trustees for the South Carolina State Retirement

Systems

Adoption of Agenda


Upon a motion by Senator Leatherman, seconded by Mr. Harrell, the Board adopted the agenda as proposed for the Board meeting as the Trustees for the South Carolina State Retirement Systems.

Retirement Systems Investment Panel:  Proposed Annual Investment Plan for FY 2005-2006 (Regular Session #1)
Summary:  

The State Retirement Systems Investment Panel (Panel) recommended that the Board adopt the proposed Annual Investment Plan for Fiscal Year 2005-2006 (AIP), adopt amendments to the target allocations for the investments of the South Carolina Retirement Systems (Retirement Systems) if Senate bill 618 becomes law, and authorize the necessary steps to be carried out to implement the investment plan.  Panel Chairman Mr. Peter Bristow appeared before the Board on this matter.

Background Information:  

S.C. Code Ann. Section 9-16-320(A) mandates that the Panel meet no later than May 1st of each year to adopt a proposed annual investment plan for the following fiscal year and that the plan be submitted to the Board no later than June 1st.  The Panel met on April 27, 2005, and adopted a proposed Annual Investment Plan for Fiscal Year 2005-2006 (AIP), which was originally submitted to the Board members for review on May 11, 2005.  Since April 27th, the Panel has completed the Large Cap Growth and Large Cap Value manager searches and reviewed further analysis of the portfolio structure and investment guidelines.  Based upon the searches, analysis and recommendations of Mercer Investment Consulting, Inc., the Panel recommends amendments to the investment guidelines of the various equity strategies and other technical amendments to update the document.  As provided in Senate bill 618 (S.618; Ratification #200), the Panel also recommends amendments to the AIP to increase the equity target allocation from 40% to 50% during Fiscal Year 2005-2006 if S.618 becomes law.  A memorandum providing additional information and a copy of the proposed AIP were attached to this item for reference.

Upon a motion by Mr. Eckstrom, seconded by Senator Leatherman, the Board, acting as the Trustees for the South Carolina State Retirement Systems, approved the Annual Investment Plan for Fiscal Year 2005-2006 (AIP) as amended, approved amendments to the AIP to provide for a 50% target allocation to equity investments if Senate bill 618 becomes law, and authorized the necessary steps to be carried out to implement the investment plan as recommended by the Panel.


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

Retirement Systems Investment Panel and State Treasurer’s Office:  Proposed Amendments and Reaffirmation of the Statement of Investment Objectives and Policies (Regular #2) 
Summary:

(A) The Panel recommended that the Board adopt amendments to the Statement of Investment Objectives and Policies (SIP) to conform to the investment guidelines in the Annual Investment; adopt technical amendments to update the document; adopt amendments to the target asset allocation that would become effective if Senate bill 618 becomes law; and reaffirm the remaining provisions relating to the equity portion of the portfolio.

(B)  The State Treasurer’s Office recommended that the Board reaffirm the provisions of the SIP for the investment guidelines and performance objectives for the fixed income portion of the portfolio.

Background Information:

(A)  The Panel met and reviewed the provisions of the SIP relating to the equity portion of the portfolio of the Retirement Systems.  Pursuant to S.C. Code Ann. §9-16-50(B), the Panel recommends that the Board adopt amendments to the investment guidelines for the Equity Portfolio portion of the SIP to conform to the guidelines in the Annual Investment Plan and adopt technical amendments to update the document; adopt amendments to the target asset allocation and related provisions that would become effective if Senate bill 618 (Ratification #200) becomes law; and reaffirm the remainder of the SIP relating to the equity portion of the portfolio.  A memorandum providing additional information and a copy of the SIP including the recommended amendments were attached to this item for reference.

(B)  The State Treasurer’s Office recommended that the Board reaffirm the provisions in the SIP for the investment guidelines and performance objectives for the fixed income portion of the portfolio.

Upon a motion by Mr. Harrell, seconded by Mr. Eckstrom, the Board, acting as the Trustees for the Retirement Systems, took the following actions as recommended by the Retirement Systems Investment Panel:

(A) adopted amendments to the Statement of Investment Objectives and Policies (SIP) to conform to the investment guidelines for the Equity Portfolio portion to the Annual Investment Plan; adopted technical amendments to update the document; adopted amendments to the target asset allocation and related provisions that would become effective if Senate bill 618 (Ratification #200) becomes law; and reaffirmed the remainder of the SIP relating to the equity portion of the portfolio as recommended by the Panel; and 
(B) reaffirmed the provisions in the SIP for the investment guidelines and performance objectives for the fixed income portion of the portfolio as recommended by the State Treasurer’s Office.


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

Retirement Systems Investment Panel:  Selection and Funding of Large Cap Value and Large Cap Growth Equity Investment Managers; Contract Termination and Portfolio Transition; and Amendments to the Annual Investment Plan for Fiscal Year 2005-2006 (Regular #3)
Summary:

The Panel recommended that the Board approve Aronson+Johnson+Ortiz (AJO) and Pzena Investment Management, LLC (Pzena), to manage assets of the South Carolina Retirement Systems (Retirement Systems) in the Large Cap Value strategy; approve Legg Mason Capital Management (Legg Mason), Sands Capital Management, Inc. (Sands), and WCM Investment Management (WCM) to manage assets in the Concentrated Large Cap Growth strategy; authorize the execution of contracts and funding of the new managers as recommended by the Panel; approve the proposed target allocations and ranges within the large cap asset class; terminate its contract with Montag & Caldwell, Inc. (Montag); authorize the appointment of a manager(s) to transition the assets to implement the plan; and amend the language in the Annual Investment Plan for Fiscal Year 2005-2006 (AIP) to conform after the portfolio transitions are completed.

Background Information:  

The Board previously authorized the Panel to conduct searches for additional managers to manage assets in the Large Cap Value and Large Cap Growth strategies.  The Panel discussed the analysis of semi-finalists recommended by the investment consultant, Mercer Investment Consulting, Inc., (Mercer) on March 23, 2005, and selected finalists for interviews, which were conducted on May 4, 2005.  After interviews and discussions about the candidates and the portfolio, the Panel selected AJO, Pzena, Legg Mason, Sands, and WCM for recommendation to the Board.  

The Panel met again on May 12, 2005, reviewed the large cap portfolio structure and analysis, and after thorough consideration and upon recommendation of Mercer, the Panel adopted proposed target allocations and ranges within the large cap asset class for recommendation to the Board, which would rebalance assets within the large cap asset class.  

The Panel also recommended that the Board terminate its contract with Montag & Caldwell, Inc. (Montag) and transition those assets to implement and rebalance the portfolio to the proposed target allocations.  The Board approved the appointment of Montag to manage assets in the Large Cap Growth strategy on January 27, 2000, and a contract was executed on May 8, 2000.  The Panel has continuously monitored the firm and the portfolio performance since initial funding, and the Board approved a contract renewal on January 25, 2005, which was executed on May 4, 2005.  The Panel conducted further analysis of the portfolio structure, investment strategy, and expected long-term performance of the portfolio, and the Panel recommends that the Board terminate its contract with Montag and transition the assets to implement part of the AIP and to rebalance the portfolio.  Additional information regarding the Panel’s recommendations was attached to this item for reference.     

Senator Leatherman asked whether approval was being sought to terminate two managers.  Panel Chairman Peter Bristow said that the termination of ICAP was approved at the last meeting and now approval to terminate Montag is requested.  Senator Leatherman asked what was the reason for the termination.  Mr. Bristow said that Montag was terminated because two specific issues of performance were under benchmark, they had style drift and were not performing in the desired segment.

Senator Leatherman further asked how a firm is evaluated to determine if their performance is in accordance with what the Panel expects.  Jeff Shoots, Senior Consultant with Mercer, responded that the Panel looks at a benchmark using an appropriate index and evaluating the firms against their peer groups.  He said that they also look at whether the risk associated with the return is appropriate.

Upon a motion by Mr. Eckstrom, seconded by Mr. Harrell, the Board, acting as the Trustees for the South Carolina State Retirement Systems, took the following actions:  (a) approved the Panel’s selection of Aronson+Johnson+Ortiz (AJO) and Pzena Investment Management, LLC (Pzena), to manage assets of the South Carolina Retirement Systems (Retirement Systems) in the Large Cap Value strategy; (b) approved the Panel’s selection of Legg Mason Capital Management (Legg Mason), Sands Capital Management, Inc. (Sands), and WCM Investment Management (WCM), to manage assets in the Concentrated Large Cap Growth strategy; (c) authorized the Director of the Retirement Systems (Director) to negotiate and execute contracts with AJO, Pzena, Legg Mason, Sands, and WCM on behalf of the Board, upon approval for legal sufficiency by the Office of General Counsel and upon satisfactory on-site due diligence visits with the firms by representatives of the Panel; (d)  approved the Panel’s recommended target allocations and ranges within the large cap asset class and authorize the transition of assets to implement the plan; (e) authorized the Director to execute a contract and any necessary documents with a manager(s) as recommended by Mercer, and upon approval for legal sufficiency by the Office of General Counsel, to transition the assets to implement the investment plan; (f)  authorized the Director to terminate the Board’s contract with Montag & Caldwell, Inc., when the assets can be transitioned in an efficient and effective manner; and (g) amended the language of the Annual Investment Plan to conform after completion of the transitions.


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

Adoption of Agenda for Budget and Control Board
Upon a motion by Mr. Harrell, seconded by Senator Leatherman, the Board adopted the Budget and Control Board agenda as proposed.

Resolution for Rep. Robert W. Harrell, Jr., Chairman House Ways and Means Committee
Upon a motion by Mr. Eckstrom, seconded by Senator Leatherman, the Board adopted a resolution recognizing House Ways and Means Chairman Robert W. Harrell, Jr., for his many years of exemplary public service and congratulating him on his election as Speaker of the South Carolina House of Representatives.  The resolution is reproduced in these minutes as follows:

R E S O L U T I O N

OF THE

SOUTH CAROLINA BUDGET AND CONTROL BOARD
WHEREAS, Robert W. Harrell, Jr., received a Bachelor of Science degree from the University of South Carolina in 1978; and



WHEREAS, he has served the public as the Representative from House District 114 of Charleston and Dorchester Counties since 1992; and

WHEREAS, he has served as the Chairman of the House of Representatives’ Ways and Means Committee since 1999 and as a member of the Committee since 1994; and



WHEREAS, his key issues have been education, reducing taxes, and economic development and he has researched, proposed and/or supported legislation to forward these issues that build the New Economy and create jobs in South Carolina; and 

WHEREAS, his understanding and knowledge of State Government and its processes has given much insight into writing the law and budgets of our State, while at the same time pushing for more measures in results that highlight his absolute belief in greater accountability for how taxpayer dollars are spent; and



WHEREAS, he gained bipartisan support for and unanimously passed the 2005 state budget; and

WHEREAS, he has been elected to serve as the Speaker of the South Carolina House of Representatives; and

WHEREAS, he has been an outstanding leader who exemplifies the highest ideals of public service, integrity, loyalty and commitment to excellence; 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 Bobby Harrell, for his many years of exemplary public service, and, by this means, offers its best wishes for him in his new role as Speaker of the House of Representatives.

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

Adopted this fourteenth day of June 2005, in Columbia.


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

Resolution for Michael L. Horton
Upon a motion by Mr. Eckstrom, seconded by Mr. Harrell, the Board adopted a resolution recognizing Michael L. Horton for his many years of exemplary public service and extending to him best wishes for a satisfying and rewarding retirement.  The resolution is reproduced in these minutes as follows:

R E S O L U T I O N

OF THE

SOUTH CAROLINA BUDGET AND CONTROL BOARD
WHEREAS, Michael L. Horton graduated from Ridgeland High School, Ridgeland, South Carolina and attended the University of South Carolina; and



WHEREAS, he honorably served his country in the US Air Force; and

WHEREAS, he has faithfully served the State of South Carolina for 34 years to include his distinguished career since 1979 in the Comptroller General’s Office serving under three Comptroller Generals, directing the local government programs including the Aid to Subdivisions and various Tax Relief Reimbursement programs administered by the Comptroller General and the State, and to further include extensive local government experience and serving, when called upon, as Finance Officer, Acting County Administrator, and as Director of Business Affairs for Jasper County; and

WHEREAS, he has served as a trusted liaison to the county auditors, treasurers and tax collectors and has provided them, on a daily basis, consistent and uniform administrative and financial guidance; and

WHEREAS, he is respected for his institutional knowledge and understanding of the complex issues surrounding changes in the property tax laws, and has been regularly consulted by the members of the General Assembly and their staff on these matters; and 

WHEREAS, he has been an outstanding leader who exemplifies the highest ideals of public service, integrity, loyalty and commitment to excellence; 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 Michael L. Horton for his many years of exemplary public service, and, by this means, offers its best wishes for a retirement that will be as satisfying and rewarding to him as the Board believes his service has been to the people of South Carolina.

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

Adopted this fourteenth day of June, 2005, in Columbia.


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

Minutes of Previous Meeting


The Board, upon a motion by Senator Leatherman, seconded by Mr. Eckstrom, the minutes of the May 17, 2005, Budget and Control Board meeting and acting as the Educational Facilities Authority, for Private Nonprofit Institutions of Higher Learning, approved the minutes of the May 17, 2005, Authority meeting.

Blue Agenda


Upon a motion by Mr. Eckstrom, seconded by Mr. Harrell, the Board approved blue agenda item #7 as noted below in these minutes.  Upon a motion by Mr. Harrell, seconded by Senator Leatherman, the Board approved all remaining blue agenda items.  Blue agenda items are identified as such in these minutes.

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

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

CONDUIT ISSUES:

	Description 

of Issue
	Agency/Institution 

(Borrower)
	Borrower’s 

Counsel
	Issuer’s 

Counsel

	$6,500,000 Spartanburg Methodist College
	SC Educational Facilities Authority
	Haynsworth Sinkler Boyd
	Parker Poe Adams & Bernstein



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

General Services Division:  Establishment of Restrictive Covenants for Wetlands Mitigation at the Clemson ICAR Campus in Greenville County (Blue Agenda Item #2)

The various creeks and wetlands winding through the Clemson University International Center for Automotive Research are federally protected.  The construction of two roads, Millennium Boulevard and Innovation Drive, which service the Clemson University – ICAR Campus are owned and maintained by the City of Greenville.  The construction of these roads crossing the various creeks and wetlands required mitigation that was negotiated between the City of Greenville and the Army Corps of Engineers.  The mitigation included protection of natural riparian zones and creek shorelines in areas closest to the roads.  Per the agreement between the City and the Corps, a request has been put forth and approved by the Clemson University Board of Trustees to place 0.677 acres of mitigation on property owned by Clemson.  Clemson is requesting Board approval to establish Restrictive Covenants as compensatory mitigation on 0.677 acres required by the Army Corps of Engineers relating to the construction of two roads at the Clemson ICAR Campus in Greenville County.

The Board approved establishing Restrictive Covenants on 0.677 acres in the Clemson – ICAR Campus in Greenville County related to the construction of two roads.

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

General Services Division:  Real Property Transactions (Blue Agenda Item #3)

The Board approved the following property transactions as recommended by General Services:

	(a)
	Agency:
	Department of Transportation

	
	Acreage:
	5.294 ± acres and 23,081 sq. ft. of various buildings 

	
	Location:
	110 May Street, Union

	
	County:
	Union

	
	Purpose:
	To sell surplus real property

	
	Appraised Value:
	$142,000 as of 3/18/05

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

	
	Disposition of Proceeds:
	Retained by Department of Transportation


	(b)
	Agency:
	Charleston Naval Complex Redevelopment Authority

	
	Acreage:
	6.336 acres

	
	Location:
	South of Supply Street, Charleston Naval Complex

	
	County:
	Charleston

	
	Purpose:
	To transfer real property received from the United States of America to the State Ports Authority per the Budget Proviso Act 356 of 2001-2002.



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

Division of Insurance and Grant Services:  Approval of Radioactive Waste Disposal Rates and Reimbursement for Administrative Expenses (Blue Agenda Item #4)

Under Section 48-46-40(A), South Carolina Code of Laws, the Board shall approve rate schedules for disposal of radioactive waste at the Barnwell site.  The proposed rate schedules for Atlantic Compact waste and for non-Atlantic Compact waste for fiscal year 2006 reflect an average 5 percent increase over the rates for fiscal year 2005.  Minimum disposal prices are also specified for certain categories of waste with high levels of radioactivity.  The rate schedules were prepared in consultation with the disposal site operator and an industry consultant.

The Board was asked to direct the disposal site operator to remit to the Board, within 30 days of the end of each month, funds equivalent to $25 per cubic foot of waste received for disposal, up to a maximum of $425,000. This is the Board’s projected expenditure for fiscal year 2006, and it is 11 percent less than the budget for fiscal year 2005. Subsection 48-46-60(B), South Carolina Code of Laws, requires that costs associated with executing responsibilities for radioactive waste disposal be reimbursed through imposition of a “surcharge per unit of waste received” at the Barnwell site.  

The Board approved the rate schedules for disposal of Atlantic Compact waste and non-Atlantic Compact waste and directed the disposal site operator to remit to the Budget and Control Board within 30 days of the end of each month $25 per cubic foot on waste received for disposal beginning July 1, 2005, up to a maximum of $425,000.


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

Division of Insurance and Grant Services:  Expenditure from Barnwell County Economic Development Fund (Blue Agenda Item #5) 

The Barnwell County Economic Development Fund (BEDF) was established in July 2000 with a $12 million payment to Barnwell County from Connecticut and New Jersey as an incentive for South Carolina’s membership in the Atlantic Compact.  

In accordance with Section 48-46-60(A)(5)(a) of the South Carolina Code of Laws, Barnwell County requested Board approval of $794,829 from the BEDF as partial funding for construction of a new law enforcement center to house the Sheriff’s Department, Magistrate’s Office, Probation and Parole, and the Department of Juvenile Justice.  This is continuation of a project for which the Board approved initial funding of $1 million from the BEDF on January 27, 2004.

The Board approved disbursement of $794,829 from the Barnwell County Economic Development Fund for construction of the new law enforcement center.

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

Office of the State Budget:  Permanent Improvement Project (Blue Agenda Item #6)

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

(a) Summary 8-2005:  JBRC Item 2.  Adjutant General

Project:
9714, McCrady – Unit Training and Equipment Site Building Renovation

Request:
Establish project and budget ($305,500 Federal funds) to do interior and exterior renovations and repairs to the Unit Training and Equipment Site (UTES) at the McCrady Training Center.  The renovations will include repairing interior finishes in the office areas, latrines, locker room, break room and tool room area and repairing the exterior building front including the brick veneer and exterior finishing and insulation system.  The finishes have deteriorated due to the life of the structure.  Paint is peeling from the walls, floor finishes are worn, and floor and wall tiles are cracking and chipping.  The total projected cost of this project is $305,500.

(b)
Summary 8-2005:  JBRC Item 5.  USC – Columbia 


Project:
6007, Bates West Kitchen Upgrades


Request:
Establish project and budget ($225,000 Other, Housing Maintenance Reserve funds) to begin phase one to upgrade the kitchen facilities in Bates West at USC.   Bates West is a 14-story, apartment-style dormitory with eight kitchens per floor.  The upgrades will include replacing the existing kitchen cabinetry, bathroom vanities and exhaust fans, and refurbishing the interior finishes in the kitchen areas.  The cabinetry is 30 years old and is deteriorating.  The project will be phased over three years.  The total projected cost of this project is $1,460,000.

(c)
Summary 8-2005:  JBRC Item 6.  USC – Columbia 


Project:
6008, Housing Elevator Upgrades


Request:
Establish project and budget ($450,000 Other, Housing Maintenance Reserve funds) to begin phase one of the replacement of elevator cars and controls in residence halls at USC.  The initial phase will include a private elevator audit to prioritize the cars and controls to be replaced.  The replacements are needed to increase the dependability of the elevators and improve their appearance.  Current conditions of the elevators in Capstone, Columbia Hall, South Tower, Bates West and Bates House have resulted in numerous maintenance concerns and difficulty in obtaining replacement parts.  The total projected cost of this phased project is $3,100,000.

(d)
Summary 8-2005:  JBRC Item 9.  Medical University


Project:
9769, Uninterruptible Power Supply (UPS) Replacement


Request:
Establish project and budget ($1,357,000 Other, Hospital Generated Revenue and University Generated Revenue funds) to install an Uninterruptible Power Supply (UPS) unit, a battery cabinet and a paralleling cabinet to replace four UPS units in the Psychiatric Institute that supply electrical power to MUSC’s Main Computer Room and Data Center and for emergency generators.  The replacement is needed to provide a newer, more reliable power supply for the computer equipment that runs many University and Hospital systems and the infrastructure for those systems.  The existing unit is more than 20 years old and near the end of its useful life.  The total projected cost of this project is $1,357,000.

(e)
Summary 9-2005:  JBRC Item 3.  Clemson University


Project:
9850, Kinard Laboratory – HVAC Renovation


Request:
Establish project and budget ($1,225,000 Other, Operating Revenue funds) to renovate the HVAC system in the 65,000 square foot Kinard Laboratory at Clemson.  The work will include replacing and expanding the capacity of the air handlers, installing additional ductwork for better air distribution, and providing new controls.  Kinard was constructed in 1961 and has had no significant renovations to the building or its systems.  The HVAC system is worn out, does not meet current code requirements for fresh air, and was not designed to handle the current load or advanced research requirements.  The total projected cost of this project is $1,225,000.  (See Attachment 1 of the materials for this agenda item for additional annual operating costs.)

(f)
Summary 9-2005:  JBRC Item 16.  Department of Mental Health


Project:
9694, Physical Medicine Building Renovation


Request:
Establish project and budget ($300,000 Other, Medicaid funds) to renovate the approximately 8,870 square foot Physical Medicine Building at DDSN’s Midlands Center to be used for clinics by the Department of Mental Health.  The work will include reworking walls, doors, and ceilings, painting, installing carpets and flooring, adding lavatories, cabinetry and sound-proofing, and modifying restrooms to meet ADA requirements.  Renovating the Physical Medicine Building is the most cost-effective means for providing space for DMH clinics being vacated from the downtown campus.  The total projected cost of this project is $300,000.

(g)
Summary 9-2005:  JBRC Item 19.  Department of Natural Resources


Project:
9880, Beaufort – Old Combahee Island Acquisition


Request:
Establish project and budget ($20,000 Federal 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 24 acres of highland and the acquisition of an additional 177 acres of marsh, known as Old Combahee Island.  The island is located within the ACE Basin National Estuarine Research Reserve and supports maritime forest communities, intertidal wetlands, and upland habitats.  The total projected cost of this project is $1.5 million.

(h)
Summary 10-2005:  JBRC Item 5.  USC – Columbia 


Project:
6024, Support Facilities Relocation Land Acquisition


Request:
Establish project and budget ($20,000 Other, Institutional Funds) to cover the cost of an appraisal, environmental study and other investigative studies required to adequately evaluate property prior to purchase.  USC needs to relocate various University facilities functions currently occupying the proposed site of the new baseball stadium.  Functions requiring relocation to a site to be determined include the motor pool, landscaping, facilities and custodial services, campus planning and construction, hazardous materials storage, and an underground fuel storage facility.  Facilities needed include warehouse, shop and office space and sufficient land for equipment storage and vehicle fleet and employee parking.  The total projected cost of this project is $5 million.

(i)
JBRC Approved:  Item 2.  Coastal Carolina University


Project:
9542, Coastal Science Center Renovation


Request:
Increase budget to $2,531,000 (add $401,000 Other, Renovation Reserve funds) to provide sufficient funds and a contingency to renovate the 42,700 square foot Coastal Science Center at Coastal Carolina.  Additional funds were needed to meet the low bid because of increased construction costs and some additional upgrades and usage changes will now be done to provide more desirable laboratory and office areas in the facility than originally planned.  The total projected cost of this project is $2,531,000.

(j)
JBRC Approved:  Item 3.  Medical University


Project:
9772, Clinical Science Building Service Elevator Repairs


Request:
Establish project and budget ($500,000 Other, Institutional Capital Project Fund and Hospital Generated funds) to replace the mechanical systems in two service elevators in the Clinical Science Building at MUSC.  The work will include replacing the motors, controls and wiring and refurbishing the elevator cars.  Water infiltration during Hurricane Gaston in Fall 2004 caused the service elevators’ mechanical systems to burn out.  The University is pursuing a claim with the Insurance Reserve Fund to cover the replacement cost, but the claim is unresolved at this time.  The elevators need to be put back into service to support the needs of the building.  The total projected cost of this project is $500,000.

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

Office of State Budget:  Real Property Acquisitions (Blue Agenda Item #7)

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

	(a)
	Agency:
	South Carolina State University

	
	Acreage:
	.35± acres

	
	Location:
	At 2195 Russell Street in Orangeburg

	
	County:
	Orangeburg County

	
	Purpose:
	To provide needed space to support the University’s Master Plan.

	
	Appraised Value:
	$73,000

	
	Price/Seller:
	$73,000 / Isaac C. Bracey

	
	Source of Funds:
	Other, Proceeds from Sale of South Campus Property

	
	Project Number:
	H24-9582

	
	Environmental Study:
	Approved

	
	Additional Annual Op Cost/SOF:
	The only additional annual operating cost will be for grounds maintenance which will be absorbed within the University’s budget.

	
	Approved By:
	CHE on 6/23/04; JBRC on 5/4/05


	(b)
	Agency:
	South Carolina State University

	
	Acreage:
	.49± acres

	
	Location:
	At 1997 Russell & 151 Parker Streets in Orangeburg

	
	County:
	Orangeburg County

	
	Purpose:
	To acquire property for the construction of the James E. Clyburn Transportation Research and Conference Center.

	
	Appraised Value:
	$114,000

	
	Price/Seller:
	$114,000 / Henry Smith

	
	Source of Funds:
	Federal

	
	Project Number:
	H24-9584

	
	Environmental Study:
	Approved

	
	Additional Annual Op Cost/SOF:
	Phase I of construction of the Transportation Center is estimated to cost $17.5 million and will be paid from federal and other funds.  Annual operating costs for the facility are estimated to be $124,725 and will be paid from federal funds and fee revenues from the center.

	
	Approved By:
	CHE on 3/22/05; JBRC on 5/4/05


	(c)
	Agency:
	South Carolina State University

	
	Acreage:
	.25± acres

	
	Location:
	At 921 & 923 Pearl Street in Orangeburg

	
	County:
	Orangeburg County

	
	Purpose:
	To acquire property for the construction of the James E. Clyburn Transportation Research and Conference Center.

	
	Appraised Value:
	$102,000

	
	Price/Seller:
	$102,000 / Haigler Investments, LLC

	
	Source of Funds:
	Federal

	
	Project Number:
	H24-9585

	
	Environmental Study:
	Approved

	
	Additional Annual Op Cost/SOF:
	Phase I of construction of the Transportation Center is estimated to cost $17.5 million and will be paid from federal and other funds.  Annual operating costs for the facility are estimated to be $124,725 and will be paid from federal funds and fee revenues from the center.

	
	Approved By:
	CHE on 4/15/05; JBRC on 5/4/05


	(d)
	Agency:
	South Carolina State University

	
	Acreage:
	.41± acres

	
	Location:
	At 237 Parker Street in Orangeburg

	
	County:
	Orangeburg County

	
	Purpose:
	To acquire property for the construction of the James E. Clyburn Transportation Research and Conference Center.

	
	Appraised Value:
	$67,500

	
	Price/Seller:
	$67,500 / Alix Lainey

	
	Source of Funds:
	Federal

	
	Project Number:
	H24-9587

	
	Environmental Study:
	Approved

	
	Additional Annual Op Cost/SOF:
	Phase I of construction of the Transportation Center is estimated to cost $17.5 million and will be paid from federal and other funds.  Annual operating costs for the facility are estimated to be $124,725 and will be paid from federal funds and fee revenues from the center.

	
	Approved By:
	CHE on 4/15/05; JBRC on 5/4/05


Mr. Eckstrom commented that items a – d were carried over from the last meeting.  He said he wanted to commend South Carolina State University for the positive way in which it has responded over the last several months to the concerns the Board has had concerning SCSU’s accounting operation.  He said that he wanted to have the items approved subject to SCSU’s agreement to a few conditions.  He said that one condition is that SCSU appear before the Board at its November 1st meeting to report on its compliance with Proviso 72.117 and the steps taken to eliminate the internal control deficiencies classified as material weakness in the 2004 financial statements.  He said that he wanted SCSU to report on steps taken to identify and obtain the necessary resources from the Board and/or the General Assembly to correct the deficiencies in its accounting operations, if resources beyond those currently available to SCSU are needed.  Mr. Eckstrom noted that the loan covenants that are on the regular session agenda require that the financial statements be provided to the federal government on time.

Mr. Eckstrom stated that he wanted SCSU to present to the Board the steps taken to address all of the deferred maintenance problems in the current dormitories at SCSU; identify any additional financial assistance it will need from the General Assembly in the next budget cycle to get this accomplished; and submit a copy of their capital project requests for housing purposes as submitted to CHE.

Mr. Eckstrom further commented that as another condition of approving the items for SCSU, SCSU will report to the Board on a quarterly basis, unless the Board determines that more frequent reports are needed, on steps taken to address and eliminate the deficiencies in its accounting operations and its deferred maintenance, until all of these concerns are addressed.

Mr. Eckstrom reiterated that at the proper time he would move for approval of the requests by SCSU to acquire property with the agreement that SCSU will commit to meeting the four conditions.

Mr. Harrell commented that SCSU is working diligently to improve the deficiencies with regard to their accounting operation.  He stated, however, that when SCSU identifies what it needs neither SCSU nor the Board can bind the General Assembly to fund those items.  He said that with the understanding that the Board is not attempting to bind the General Assembly to do something, Mr. Harrell said he would second Mr. Eckstrom’s motion to approve the agenda items for SCSU upon the conditions outlined by Mr. Eckstrom.

Senator Leatherman asked Mr. Eckstrom how realistic was the third condition he mentioned.  He said he wonders whether SCSU could identify all deferred maintenance problems by November 1st.  Mr. Eckstrom stated that he is not suggesting that SCSU acquire additional funding by then but that they identify their needs by the November 1st meeting.

Senator Leatherman asked SCSU to address the issue of whether they could have the information by November 1st.  Dr. Andrew Hugine, SCSU President, stated that they have begun the process of assessing what their needs are and will do their best to return with the information, however, the assessment may take longer than November 1st.  Senator Leatherman said that he would move to adopt Mr. Eckstrom’s conditions with the caveat that SCSU report back to the Board in November as to their progress in gathering the information.  Mr. Eckstrom commented that he agreed with the modification suggested by Senator Leatherman.

Mr. Evans commented that if the Board qualifies its approval with regard to the Board resolution for SCSU, then SCSU would not be able to get a clear opinion as to the authority to borrow money.

Mr. Harrell asked Mr. Evans how the conditions proposed by Mr. Eckstrom qualify the bonds.  Mr. Evans said the bonds are qualified by saying the approval is subject to the conditions that are on going conditions.  Mr. Eckstrom said that it would be subject to the agreement and that all that is being asked for is an affirmation.  Mr. Evans said that with that clarification the matter is resolved.

[Secretary’s Note:  Items (a) through (d) were approved subject to South Carolina State University (SCSU) agreeing to comply to the following conditions:  (i) SCSU will appear before the Board at its November 1st meeting and report on its compliancy with FY 05-06 Appropriation Act Proviso 72.117 and steps taken to eliminate the internal control deficiencies classified as material weaknesses in the 2004 financial statements; (ii) SCSU will report at the November 1st meeting on steps taken to identify and obtain the necessary resources from the Board and/or General Assembly to correct the deficiencies in its accounting operations, if the resources needed are beyond those currently available at SCSU; (iii) at the Board’s November 1st meeting SCSU will report back to the Board as to its progress on steps taken to address all of the deferred maintenance problems in the current dormitories at SCSU and identifies any additional financial assistance it will need from the General Assembly in the next budget cycle to get this accomplished and submit a copy its capital project requests for housing purposes as submitted to the Commission on Higher Education; and (iv) report to the Board on quarterly basis, unless the Board determines that more frequent reports are needed, on steps taken to address and eliminate the deficiencies in its accounting operations and its deferred maintenance, until all of these concerns are addressed.]

	(e)
	Agency:
	Department of Natural Resources

	
	Acreage:
	6,757± acres, known as Palachucola Wildlife Management Area and 3,408± acres, known as Donnelley Wildlife Management Area

	
	Location:
	Near Garnett in Hampton and Jasper Counties and near Green Pond in Colleton County

	
	County:
	Colleton, Hampton and Jasper Counties

	
	Purpose:
	To protect the wildlife and wetlands habitats on Lake Russell. 

	
	Appraised Value:
	N/A

	
	Price/Seller:
	Donation / US Army Corps of Engineers

	
	Source of Funds:
	N/A

	
	Project Number:
	P24-9876

	
	Environmental Study:
	Approved

	
	Additional Annual Op Cost/SOF:
	Additional annual operating costs to maintain the property are estimated at $215,000 and will be paid from timber and interest revenues.

	
	Approved By:
	JBRC on 6/1/05

	
	Additional Information:
	The Corps of Engineers will also pay DNR $4,850,000 for management of the properties in perpetuity.  Title to all property held in a state agency or department name has been transferred to the state under the control of the Budget and Control Board.  These properties must be titled to the State of South Carolina.


	(f)
	Agency:
	Department of Parks, Recreation and Tourism

	
	Acreage:
	37.92± acres

	
	Location:
	Adjacent to the Musgrove Mill State Historic Site

	
	County:
	Spartanburg County

	
	Purpose:
	To protect and interpret the Musgrove Mill Revolutionary War battle site.

	
	Appraised Value:
	N/A

	
	Price/Seller:
	Donation / Palmetto Conservation Foundation

	
	Source of Funds:
	N/A

	
	Project Number:
	P28-9673

	
	Environmental Study:
	Approved

	
	Additional Annual Op Cost/SOF:
	Construction of walking trails and interpretive signs are estimated to cost $25,000 and will be paid from park revenue and matching federal trail grants.

	
	Approved By:
	JBRC on 6/1/05

	
	Additional Information:
	Title to all property held in a state agency or department name has been transferred to the state under the control of the Budget and Control Board.  These properties must be titled to the State of South Carolina.


	(g)
	Agency:
	Department of Parks, Recreation and Tourism

	
	Acreage:
	53± acres

	
	Location:
	On Battlefield Road

	
	County:
	Union County

	
	Purpose:
	To protect and interpret the Battle of Blackstock Revolutionary War battle site.

	
	Appraised Value:
	$89,040

	
	Price/Seller:
	$87,000 / Forest Investment Associates

	
	Source of Funds:
	Appropriated State, Recreation Land Trust Funds

	
	Project Number:
	P28-9674

	
	Environmental Study:
	Approved

	
	Additional Annual Op Cost/SOF:
	Construction of walking trails and interpretive signs are estimated to cost $30,000 and will be paid from park revenue and matching federal trail grants.

	
	Approved By:
	JBRC on 6/1/05

	
	Additional Information:
	Title to all property held in a state agency or department name has been transferred to the state under the control of the Budget and Control Board.  These properties must be titled to the State of South Carolina.



	(h)
	Agency:
	Department of Parks, Recreation and Tourism

	
	Acreage:
	54.21± acres

	
	Location:
	On Battlefield Road

	
	County:
	Union County

	
	Purpose:
	To protect and interpret the Battle of Blackstock Revolutionary War battle site.

	
	Appraised Value:
	N/A

	
	Price/Seller:
	Donation / Palmetto Conservation Foundation

	
	Source of Funds:
	N/A

	
	Project Number:
	P28-9675

	
	Environmental Study:
	Approved

	
	Additional Annual Op Cost/SOF:
	Construction of walking trails and interpretive signs are estimated to cost $30,000 and will be paid from park revenue and matching federal trail grants.

	
	Approved By:
	JBRC on 6/1/05

	
	Additional Information:
	Title to all property held in a state agency or department name has been transferred to the state under the control of the Budget and Control Board.  These properties must be titled to the State of South Carolina.


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

Local Government:  Grant Requests (Blue Agenda Item #8)

The Office of Local Government advised the Board of the following grant requests:

Grantee:


Town of Batesburg-Leesville

Grant Request:

$250,000
Purpose/Description:

Water system improvements and upgrades to include two new pumps and associated equipment at the raw water reservoir, and the permanent installation of iron, manganese and algaecide chemical feed equipment. 

Project Impact:

The town’s water system has a history of musty tastes and odors caused by certain bacteria and blue-green algae blooms at the raw water reservoir.  The existing pump stations are very old and unreliable.  Current pumping capacity does not equal the water plant’s treatment capacity.  The current method for chemical feeding is a crude manual system.  The proposed upgrades and improvements are a result of corrective actions requested by DHEC. 

 Cost of Project:

$354,585

OLG Recommendation:
$250,000.  The Town of Batesburg-Leesville will provide the balance.

Grantee:


Chester County/Chester Metropolitan District

Grant Request:

$62,075

Purpose/Description:

DHEC has discovered gasoline contamination in private wells in the area located along Old York Road in Chester County.  The source of the contamination is a leaking, abandoned underground storage tank.  DHEC is requesting that safe drinking water be made available to the residents in this area as soon as possible, as it is not safe to drink the water from the private wells.  The project consists of the construction of approximately 4,710 LF of 12” water main and appurtenances.

 Project Impact:

Safe drinking water will be made available to approximately thirty (30) homes in the affected area.

 Cost of Project:

$239,797.14

OLG Recommendation:
$62,000.  DHEC is providing $177,722.14 with Chester Metropolitan District providing the balance.

The Board approved the following grant requests as recommended by the Office of Local Government:  Town of Batesburg-Leesville, $250,000 and Chester County/Chester Metropolitan District, $62,000.
Information relating to this matter has been retained in these files and is identified as Exhibit 13.

Procurement Services Division:  Procurement Audits and Certifications (Blue Item #9)

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 (total potential purchase commitment whether single-or multi- year contracts are used):

a.
The Citadel (for a period of three years):  goods and services, $250,000* per commitment; information technology, $100,000* per commitment; consultant services, $250,000* per commitment; construction contract award, $100,000 per commitment; construction contract change order, $100,000 per change order; architect/engineer contract amendment, $15,000 per amendment.

b.
Health and Human Services (for a period of three years):  service provider contracts funded from any source; services provider being a provider of services directly to a client, $3,000,000 per contract per year (limit four one year extension options); consultant services including information technology consultants, $150,000* per commitment; information technology, $25,000* per commitment; goods and services, $25,000* per commitment.

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

In accord with Section 11-35-1210, the Board granted certification within the parameters described in the audit reports for the following limits (total potential purchase commitment whether single-or multi- year contracts are used):

a.
The Citadel (for a period of three years):  goods and services, $250,000* per commitment; information technology, $100,000* per commitment; consultant services, $250,000* per commitment; construction contract award, $100,000 per commitment; construction contract change order, $100,000 per change order; architect/engineer contract amendment, $15,000 per amendment.

b.
Health and Human Services (for a period of three years):  service provider contracts funded from any source; services provider being a provider of services directly to a client, $3,000,000 per contract per year (limit four one year extension options); consultant services including information technology consultants, $150,000* per commitment; information technology, $25,000* per commitment; goods and services, $25,000* per commitment.

*Total potential purchase commitment whether single year or multi-term contracts are used.
Information relating to this matter has been retained in these files and is identified as Exhibit 14.

Retirement Division:  South Carolina Retirement Systems Claims Procedure 2005 (Blue #10)

The Board was advised that the Retirement Systems Claims Procedure needed to be updated to reflect changes enacted in S.618 repealing all statutes referencing the Medical Board.

The Board adopted the South Carolina Retirement Systems Claims Procedure 2005.

Information relating to this matter has been retained in these files and is identified as Exhibit 15.

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

The Board approved the following proposals to issue revenue bonds:

a.
Issuing Authority:
Jasper County

Amount of Issue:
Not Exceeding $800,000 Special Source Revenue Bonds

Allocation Needed:
-0-

Name of Project:
Administrative Building and Joint Planning Project

Employment Impact:
n/a

Project Description:
new county office building and the development of local planning and zoning in conjunction with the local municipalities

Bond Counsel:
Samuel W. Howell, IV, Howell Linkous & Nettles, LLC

(Exhibit #16)

b.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
N/E $46,000,000 Student Housing Refunding Revenue Bonds ($46,000,000 refunding involved)

Allocation Needed:
-0-

Name of Project:
CCU Student Housing Foundation

Employment Impact:
maintain 24 jobs

Project Description:
refunding outstanding JEDA bonds 

Note:
private sale, for public offering thereafter

Bond Counsel:
Michael J. Seezen, McNair Law Firm, P. A.

(Exhibit 17)

c.
Issuing Authority:
McCormick County

Amount of Issue:
Not Exceeding $4,700,000 Special Source Revenue Bonds ($4,100,000 refunding involved; $4,300,000 previously approved)

Allocation Needed:
-0-

Name of Project:
McCormick Health Care Center

Employment Impact:
maintenance of 146 full-time employees

Project Description:
refunding Series 1997 bonds and expanding the McCormick Health Care Center

Bond Counsel:
Samuel W. Howell, IV, Howell Linkous & Nettles, LLC

(Exhibit 18)

Retirement Division:  System Valuations as of July 1, 2004 (Regular Session Item #1)
The annual valuations are conducted in accordance with the South Carolina Code of Laws, Section 9-1-260.  Each year a valuation is conducted on the four defined benefit plans administered by the Retirement Division. These valuations, in the opinion of the consulting actuary, correctly present the condition of the Retirement Systems as to those benefits that are funded on an actuarial reserve basis.  

Ms. Boykin appeared before the Board on this matter.  Ms. Boykin introduced Robert Dezube, consulting actuary with Milliman, Inc., to the Board to summarize the valuations for the Retirement Systems.  As part of his summary, Mr. Dezube stated that the unfunded actuarial liability increased from $4.2 to $5.1 billion.  He stated that an increase alone in the unfunded actuarial liability (UAL) is not a reason to panic.  He said that there are various reasons why the UAL can increase.  He said that one reason is the method of amortization.

Mr. Eckstrom asked Mr. Dezube what the trend was over the last five years with regard to the increase in the UAL.  Mr. Dezube said that he was not the actuary during that time, but that the UAL has increased for several reasons.  Mr. Eckstrom further asked Mr. Dezube whether the increasing trend in the amortization period is something that should be addressed.  Mr. Dezube said that it is the reasoning behind the trend.  He said they look at whether the State has a measure that can pay off the unfunded liability over a period of time and whether the methodology is relativity level.  He said in this instance the methodology is fairly level and is based on putting in 7.7%.  He also said they look at whether there is equity between the taxpaying generations and is the rate adequate.  Mr. Dezube further commented that the State’s methodology is working because there is a method to keep it under 30 years and it is level at 7.7% of payroll.

In response to a question raised by Mr. Eckstrom, Mr. Dezube said that the method to keep the UAL under 30 years involves the funding of 7.7% being put into the system.  He said that a certain amount goes to fund the life insurance, a portion takes care of normal costs, and whatever is left goes to pay off the unfunded liability.  He said that is sufficient to pay off the unfunded liability in 27 years.

Mr. Dezube further commented that if all of the assumptions were to work perfectly, no other benefits increases were granted, and S.618 had not passed, the UAL should go down one year at time and 27 years from now there would be no unfunded liability.  Mr. Eckstrom said that theoretically the unfunded amortization period should decrease a year at a time.  He asked in what years has the unfunded amortization gone down.  Mr. Dezube said that he could not remember every year but that he would guess that it has gone up every year.

Mr. Eckstrom further asked what does that show about the method Mr. Dezube said is working.  Mr. Dezube responded that if the State has been granting ad hoc COLAs every year in the past, then by definition the actuarial liability and unfunded liability will be increased.  He said assuming there are no additional contributions coming into the system to pay for the additional ad hoc COLA, that alone would steadily increase the amortization period and ultimately the unfunded liability would not be able to be paid off.  Mr. Eckstrom noted that the ad hoc COLA adds to the amortization period to which Mr. Dezube agreed.

Senator Leatherman asked Mr. Dezube whether he stated that the passage of S.618 would help reduce the unfunded liability by one year.  Mr. Dezube said that the passage of S.618 would help to reduce the unfunded liability by more than one year.

The Board accepted as information the systems valuations for the South Carolina Retirement System, the Police Officers Retirement System, General Assembly Retirement System, and Judges and Solicitors Retirement System.

Information relating to this matter has been retained in these files and is identified as Exhibit 19.
Retirement Division:  Actuarial Impact of Legislation to Improve Funding of SCRS and PORS  (Regular Session Item #2)

In the 2005 Legislative Session, the General Assembly enacted S. 618.  This legislation included changes to improve the funding of the South Carolina Retirement System (SCRS) and the Police Officers Retirement System (PORS).  Included among these changes is a modification to the equity allocation, which will impact the actuarial assumption related to the rate of return on investments.  Actuarial impact statements were prepared, outlining the impact of this legislation.  Ms. Boykin and Mr. Dezube appeared before the Board on this matter.

Mr. Dezube presented a summary of the actuarial impact of S.618 on the SCRS as contained in the materials for this agenda item.  He noted that with regard to the July 1, 2003, valuation the combined effect of all of the changes as a result of S.618 being enacted was to increase the liability by $2.1 billion and draw the funding period up to 30.0 years.

Senator Leatherman asked Mr. Dezube whether he did an analysis to see what the impact to the System would be had S.618 not been enacted.  Mr. Dezube said that the funding period would have been approximately 27 years without granting an ad hoc COLA.  He said granting a 3.4% ad hoc COLA would have put the System over 30 years.

Senator Leatherman further asked whether Mr. Dezube agreed that the 1% COLA was for the System’s benefit and that it is the Board’s prerogative to decide whether to grant a 1% or 3.4% COLA.  Mr. Dezube said that S.618 would make the 1% COLA automatic.  Senator Leatherman said, however, that it is the Board’s decision whether more should be done to which Mr. Dezube agreed.  Mr. Dezube continued by stating that they again performed the July 1, 2004, valuation with the impact of all of the changes of S.618 other than any additional ad hoc COLA and any additional substitution of market value that was in the legislation.

Mr. Dezube also explained the SCRS investment return assumptions.  Mr. Dezube informed the Board that based upon Millman’s analysis they have concluded that the Annual Investment Plan’s proposal to increase from 40% to 50% the limit on equity investments by June 2006, an investment assumption of 7.50% is supportable.  He said that S.618 would allow the equity limit to be increased to 70%.

Ms. Boykin commented that was important to bring this information to the Board, even though the Board may decide to delay any action on the assumed rate of return until after the Investment Commission is put in place and has a chance to look at any changes in the annual investment plan.  She said it was not necessary for the Board to take action at this time, but the information was being presented to the Board as to what the actuary had done.  Mr. Eckstrom commented that the actuary is recommending the increase in the assumed rate of return, as is the Investment Panel.  Ms. Boykin stated that was correct.

Mr. Eckstrom further asked what is the status of the unfunded amortization period after giving effect to all of the changes in S.618 and if the Board approves the increase in the assumed rate of return.  Mr. Dezube stated that would be part of the discussion on granting the COLA.

Senator Leatherman said that action on accepting the 7.5% rate of return should be deferred to give the Investment Panel an opportunity to meet and come back to the Board with a recommendation.  Senator Leatherman moved to defer action on the matter to some future date.  Mr. Patterson indicated that he would second the motion.  Mr. Fusco said that he had been asked what other options the Board had.  He said the Code Section 9-1-280 would allow the Board to set the rate of interest to pay for the various calculations used by the Retirement System.  Mr. Fusco also commented that this option has been discussed in the legislative debates.

After further discussion, Mr. Patterson stated that he would move to receive the actuarial impact of legislation documents as information, delay making any changes to the investment return assumption to a future meeting and lower the interest rate ( for early withdrawal) pursuant to Section 9-1-280 from 6% to 4%.  Senator Leatherman said he would second the motion.

Mr. Eckstrom asked what would be the effect of lowering the interest rate.  Mr. Fusco said it would lower the unfunded liability by one year.  Mr. Eckstrom asked what would be the effect of the one-year reduction on the unfunded liability in terms of dollars.  Mr. Dezube said that he did not have the numbers to answer that question, but that he could provide that information.

Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board received the actuarial impact of legislation documents as information, delayed making any changes to the investment return assumption to a future meeting, and lowered the interest rate pursuant to Section 9-1-280 from 6% to 4%.

Information relating to this matter has been retained in these files and is identified as Exhibit 20.
Retirement Division:  Cost-of-Living Adjustment (Regular Session Item #3)

A cost-of-living adjustment for retirees has been granted each year in accordance with the S. C. Code of Laws 9-1-1810, 9-11-310, and 9-8-90. Code Section 9-1-1810 currently provides that “Any increase in allowances is effective only if the additional liabilities because of the increase in allowances do not require an increase in the total employer rate of contribution.” On April 23, 1996, the Board approved a Retirement Systems Funding Policy that clarified 9-1-1810 stating “To grant a cost-of-living adjustment (COLA) in a given year the amortization period in the most recent actuarial valuation, with the liability for the COLA under consideration included in the UAAL and with the elimination of the effect of any changes in benefits, actuarial methods, and actuarial assumptions, must be at or below the amortization period for the preceding year.” Pursuant to S.618 (R200), a 1 percent COLA is guaranteed for eligible SCRS retirees and beneficiaries. The Board has the discretion to grant an additional COLA of up to 3 percent based on the Consumer Price Index as of the prior December 31st to the extent the additional liabilities would not extend the amortization period beyond 30 years.  Ms. Boykin appeared before the Board on this matter along with Mr. Dezube.

Mr. Eckstrom asked whether granting the 2.4% COLA would add nearly $400 million to the unfunded liability to which Mr. Dezube agreed.  Mr. Dezube also agreed with Mr. Eckstrom that that would add 2.3 years to the amortization period.  Mr. Eckstrom further asked how would the $400 million be funded.  Mr. Dezube said that it is the same amount of money at the contribution rate of 7.7% and the additional financing components of S.618 stretched out over a 29.9 year amortization period instead of 27.6 years.  Mr. Dezube said that the financing mechanism that has been enacted into law, which includes the 7.7% and the additional financing components of S.618, would still pay off the unfunded liability, if all the assumptions go as anticipated, in 29.9 years.

Mr. Eckstrom said after giving all of the benefits that S.618 provides the system has moved back close to 30 years.  He asked what the Board’s ability would be to grant a COLA next year or during a year when inflation is a factor and a $400 million increase in liability results.  Mr. Dezube said that the assumption is that inflation will average about 3%.  He said that pensioners would automatically get 1% and the Board would have to decide whether to grant the additional 2%.  He stated that the unfunded liability one year later would be expected to decrease from 29.9 years to 28.9 years absent the additional benefits.  Mr. Eckstrom asked what could be expected given the history of annual ad hoc COLAs.  Mr. Dezube said that the ad hoc COLA for the July 1, 2004, valuation is 2.3 years based upon an additional 2.4%.  He said that 2% might roughly be an additional two years which would bring the amortization period to 30.9 years.

Mr. Eckstrom commented that he would describe that as hemorrhaging and asked what could be done to stop it.  Mr. Dezube said that by granting the ad hoc COLA a benefit is being added.  He said that the only way to pay for benefits is through employer money, employee money, and investment returns coming into the system.  Mr. Dezube said that the assumption is that long term the system is going to earn 7.25%.  He said the system would need average favorable investment returns beyond 7.25% to offset the additional benefits.  He agreed with Mr. Eckstrom that if each year the assumed rate of return was consistently at 9% or 10% the assumption would be wrong, but would be a pleasant surprise.  Mr. Dezube continued by saying that with an ad hoc benefit increase by definition when benefits are granted, liability is being increased.  He said that if no additional funding is coming in, the liability will increase and the amortization period will be stretched out.  He said if there is no funding the only way to offset that is with actuarial gain.

After further discussion, Mr. Eckstrom said that he would continue to urge caution and restraint in this area because a number of people are being set up to a level of expectation that cannot be met.  He said that the Board is telling retirees that the COLA will continue to come, but there will come a time when the system loses its capacity.  He stated that there is over $6.8 billion of unfunded liability that will eventually have to be put back into the plan.  He said that the biggest unfortunate aspect of giving the ad hoc COLAs is that a tax increase has been built in as a result of doing so.

Upon a motion by Mr. Harrell, seconded by Senator Leatherman, the Board within the context of 9-1-1810, 9-11-310 and 9-8-90, and supporting documents, suspended for this year that portion of the Board Funding Policy dealing with COLAs, requiring the amortization period to be at or below the period for the preceding year, and granted a 3.4 percent COLA effective July 1, 2005, for qualifying retirees and beneficiaries (those persons whose retirement was in effect July 1, 2004) covered under PORS and non-spousal beneficiaries under JSRS and 2.4 percent in addition to the 1 percent COLA guaranteed by statute to qualifying retirees under SCRS.  Mr. Eckstrom voted against this item because of the reasons cited above in his discussion on this item.

Information relating to this matter has been retained in these files and is identified as Exhibit 21.
The Hunley Commission:  Publication of the Augusta Powder Works Drawings (Regular Session Item #4)

The Hunley Commission asked the Board to approve access to the Southern Maritime Collection and a limited reproduction and publication of the Augusta Powder Works Drawings that are part of the Southern Maritime Collection.  The Hunley Commission is the State’s custodian of the Collection.

Mr. Eckstrom initially abstained from voting on this matter.  However, upon a request from Mr. Harrell to have the matter considered again, Mr. Eckstrom asked Mr. Evans to explain how Proviso 63.4 gives the Board authority to give access to the works of art.  Mr. Evans explained that the Board in prior provisos was authorized and mandated by the General Assembly to acquire the Collection.  He said that subsequent provisos gave authority to manage and serve as custodian for the Collection to the Hunley Commission.  Mr. Evans said that ownership of the Collection has remained with the Board.  He said with regard to policy decisions relative to access to the Collection that is a joint decision of the State acting through the Board as owner and the Hunley Commission acting as custodian.  Mr. Eckstrom asked if the Hunley Commission is responsible for management of the Collection then how is this an ownership issue and not a management issue.  Mr. Harrell said that the proviso provides that the Board owns the Collection.  Mr. Evans stated that republication attribution rights belong to the owner and the custodian controls access to the Collection.  Mr. Evans said that in this case the custodian has requested that the Board approve access to the Collection.  He said that Board staff would work with the Hunley Commission staff to provide some policy or process for access in the future.

Mr. Eckstrom further asked what effect would this action have on the value of the Collection.  Mr. Evans said it should enhance the value of the collection with the prominence that will be given to the collection with its publication and attribution as the State’s Collection.


Upon a motion by Mr. Harrell, seconded by Senator Leatherman, the Board approved the Hunley Commission’s request to allow the limited access to the Southern Maritime Collection for an academic publication of the Augusta Powder Works Drawings.  The Board’s approval allows access only when the Collection’s custodian can assure protection of the Collection; and in accordance with access policies established by Board and Commission staff to safeguard the Collection.  Publication of any portion of the Collection is to be allowed only with appropriate attribution as determined by the custodian and Board staff.

[Secretary’s Note:  Senator Leatherman left the Board meeting just prior to the discussion on this item and was present later when the matter was taken up again for discussion.  Senator Leatherman remained out of the meeting until the Board considered Regular Session Item #9.]
Information relating to this matter has been retained in these files and is identified as Exhibit 22.

Office of State Budget:  Permanent Improvement Projects (Regular Session Item # 5)
Upon a motion by Mr. Eckstrom, seconded by Senator Leatherman, the Board approved the following permanent improvement project establishment requests and budget revisions that have been reviewed favorably by the Joint Bond Review Committee:

(a)
Summary 8-2005:  JBRC Item 4.  Clemson University


Project:
9849, Newman Hall Renovation/Addition A/E


Request:
Establish project and budget ($100,000 Other, Private Donation funds) to begin design work to renovate and expand Newman Hall at Clemson University.  The 1950’s vintage building was built for agriculture-related operations.  It has undergone numerous small renovations, but does not have up-to-date mechanical, plumbing or electrical systems to support teaching and research operations or to meet current code requirements.  In addition to renovating the existing 67,681 square foot building, an addition of 26,500 square feet is planned to be used by the Packaging Science Department.  The initial design work will also evaluate whether it is more economical to renovate and add to the existing facility or to demolish it and reconstruct a new facility.  The total projected cost of this project is between $14 and $18 million.

(b)
Summary 8-2005:  JBRC Item 8.  Winthrop University


Project:
9549, Intramural Fields Construction


Request:
Establish project and budget ($500,000 Other, Institutional Capital Project Funds) to make improvements to the intramural fields at Winthrop.  The improvements will include constructing a two-story, 1,400 square foot building with restrooms, storage, observation areas and offices and adding additional lighting to the fields.  The improvements are needed because of increased usage of the fields.  The total projected cost of this project is $500,000. (See Attachment 1 of the materials for this item for additional annual operating costs.)
(c)
Summary 9-2005:  JBRC Item 6.  College of Charleston


Project:
9614, Dixie Plantation Development – Phase I 


Request:
Establish project and budget ($4,500,000 Revenue Bond funds) to do the first phase of development of the 800-acre Dixie Plantation near Hollywood for the College of Charleston. The College will develop the property as a location for instruction and research in the sciences, archaeology, history and studio arts.  Phase I will include constructing three small field stations linked by a pedestrian/bike path, replacing the existing house with a more appropriate building for classroom and meeting space, and upgrading the utility infrastructure.  Subsequent phases will add small academic buildings and student living quarters.  The total projected cost of Phase I is $4.5 million and of the entire project is $17 million.  (See Attachment 2 of the materials for this item for additional annual operating costs.)

(d)
Summary 9-2005:  JBRC Item 7.  SC State University


Project:
9573, James E. Clyburn Transportation Research and Conference Center Construction


Request:
Increase budget to $17,595,875 (add $8,474,111 Federal and Other, In-Kind Match funds) to continue design work and begin Phase I to construct the James E. Clyburn Transportation Research and Conference Center at SC State University.  Phase I will include constructing an entry loop road, a transit center chiller plant, a water tower, and a 24,472 square foot library wing.  The Center will provide an environment to conduct cutting edge rural transportation research, technology transfer activities, and education and training programs.  The total projected cost of Phase I is $17.6 million and of the entire project is $55.7 million. (See Attachment 3 of the materials for this item for additional annual operating costs.)

(e)
Summary 9-2005:  JBRC Item 9.  USC – Columbia 


Project:
6015, Band Hall Construction


Request:
Establish project and budget ($5,000,000 Institution Bond funds) to construct a new 20,000 square foot Band Hall at USC to relocate the University Bands.  The new building will provide a band practice facility and instrument storage and site work will include creating a practice field and parking.  The current band facility will be demolished to provide the site for planned research campus facilities.  The total projected cost of this project is $5 million.

(f)
Summary 9-2005:  JBRC Item 10.  USC - Columbia


Project:
6017, NERR Education and Training Center Construction A&E 


Request:
Establish project and budget ($52,500 Other, Institutional Funds) to begin design work to construct an approximately 4,200 square foot facility to serve the education and outreach needs of USC’s North Inlet–Winyah Bay National Estuarine Research Reserve (NERR) and the Belle W. Baruch Foundation on Hobcaw Barony property near Georgetown.  The facility will include classroom and office space, an outdoor classroom, and office space for data management staff.  The total projected cost of this project is $500,000.

(g)
Summary 9-2005:  JBRC Item 11.  USC – Aiken 


Project:
9536, Convocation Center Site Enhancements


Request:
Establish project and budget ($745,000 Other, City of Aiken funds) to fund additional site enhancements for the new Convocation Center at USC-Aiken.  The work will include landscaping upgrades at the site, construction of reinforced turf parking, and roadway improvements to support University and community use of the facility.  These enhancements will improve roadway safety at a primary site entrance and provide additional accommodations for overflow parking at the multi-purpose facility.  The total projected cost of this project is $745,000.

(h)
Summary 9-2005:  JBRC Item 17.  Department of Juvenile Justice


Project:
9576, Transition Dormitory Construction


Request:
Establish project and budget ($455,000 Federal and Appropriated State funds) to construct a 2,800 square foot transition dormitory facility on the Willow Lane campus of the Department of Juvenile Justice.  The facility will house up to 16 females and will be used as a halfway house to train the juveniles in independent living skills and to transition them to a less restrictive domestic setting.  The facility will include a classroom/multipurpose room, laundry, kitchen, dining and living areas, and four large bedrooms.  The total projected cost of this project is $455,000.  (See Attachment 4 of the materials for this agenda item for additional annual operating costs.)

(i)
Summary 10-2005:  JBRC Item 1.  Clemson University


Project:
9856, ICAR Parking Structure A&E and Land Acquisition


Request:
Establish project and budget ($250,000 Other, Operating Revenue funds) to begin design services and cover the cost of an appraisal, environmental study and other investigative studies required to purchase approximately three acres of land and construct a parking facility at Clemson’s International Center for Automotive Research.  A master plan being completed has identified the need for structured parking to support the center with the anticipated completion of the Information Technology Research Center and the Graduate Engineering Center.  The parking facility will accommodate approximately 1,000 vehicles and include mixed-use retail and associated space.  The total projected cost of this project is $10 million.

(j)
Summary 10-2005:  JBRC Item 2.  Lander University


Project:
9517, Student Center Facility Construction/Renovation


Request:
Increase budget to $4,500,000 (add $1,500,000 Other, Institutional and AraMark Food Service funds) to complete funding for renovations to the 47,000 square foot Grier Student Center at Lander.  The work will include replacing the roof systems on the student center and the adjoining Cultural Center, renovating the interior of the dining hall in the center, shoring up the dining hall’s foundation, expanding the building’s HVAC and electrical systems, and conforming restrooms to ADA standards.  The renovation is needed because the roofs have failed, water intrusion is severe and settling along the dining hall’s perimeter has resulted in cracks in the floors and brick veneer.  A 3,000 square foot addition will also provide additional needed dining hall seating.  The total projected cost of this project is $4.5 million.  (See Attachment 5 of the materials for this item for additional annual operating costs.)

(k)
Summary 10-2005:  JBRC Item 3.  Lander University


Project:
9523, Lide Student Housing Complex Renovation


Request:
Establish project and budget ($2,750,000 Institution Bond funds) to renovate the 43,640 square foot Lide Student Housing Complex at Lander University.  The housing complex consists of five, three-story buildings containing 240 beds.  The renovations will include updating signage and surveillance systems, installing sprinkler systems and a new fire alarm system, replacing the HVAC system, windows, carpeting, appliances, furniture, exterior siding and stairs, and repairing doors, hardware and ventilation systems.  The buildings have been heavily used since they were constructed in 1984 and building systems have exceeded their useful life.  The total projected cost of this project is $2,750,000.

(l)
Summary 10-2005:  JBRC Item 4.  SC State University


Project:
9583, Student Housing Apartments Construction


Request:
Increase budget to $39,500,000 (add $14,500,000 Revenue Bond funds) to provide full funding for the construction of student housing apartments at SC State.  The University needs additional and replacement student housing on its campus.  The new student housing apartments will provide housing facilities totaling 271,168 square feet with 784 bed spaces and allow the University to close three smaller dorms with approximately 500 substandard bed spaces.  The total projected cost of this project is $39,500,000.  (See Attachment 6 of the materials for this agenda item for additional annual operating costs.)

(m)
Summary 10-2005:  JBRC Item 6.  Vocational Rehabilitation


Project:
9568, Muscular Development Center – Pool Repairs


Request:
Establish project and budget ($1,145,000 Federal and Other, Workshop Production Revenue funds) to repair the building systems, finishes and pool at Vocational Rehabilitation’s Muscular Development Center in Columbia.  The work will include replacing pool dehumidification, heating and filtration systems, duct work, shower units and damaged glass, replastering the pool, and repairing the structure and finishes.  The facility was constructed in 1986 with an enclosed swimming pool and chlorine moisture has deteriorated the equipment and finishes.  The repairs are needed to continue providing clients with hydrotherapy and physical therapy services.  The total projected cost of this project is $1,145,000.

(n)
Summary 10A-2005:  JBRC Item 1.  Medical University


Project:
9773, Drug Discovery Building Construction


Request:
Establish project and budget ($45,000,000 Federal and Other, Research University Infrastructure Bonds and Health Sciences Foundation funds) to construct an approximately 96,000 square foot research facility to house MUSC’s drug discovery research initiatives.  The facility will serve as the hub for research collaboration between the MUSC and USC Colleges of Pharmacy.  The project was certified by the Research Centers of Excellence Review Board at its meeting on May 11, 2005.  The total projected cost of this project is $45 million.  (See Attachment 8 of the materials for this agenda item for additional annual operating costs.)

(o) Summary 10A-2005:  JBRC Item 2.  Medical University


Project:

9699, Pharmacology/Microbiology Renovation


Request:
Increase budget to $19,671,822 (add $15,671,822 Other, Research University Infrastructure Bond funds) to make renovations to the Basic Science Building and the existing Hollings Cancer Center at the Medical University.  The second and third floors of the Basic Science Building will be renovated for the Departments of Cell and Molecular Pharmacology and Microbiology and Immunology.  The Cell and Molecular Pharmacology Department has only had partial space upgrades over the past 30 years.  With completion of this project, all Basic Science departments will be housed in state-of-the-art space suitable to support their research needs.  The fourth floor of the existing Hollings Cancer Center will also be renovated to create a small animal imaging facility.  The project was certified by the Research Centers of Excellence Review Board at its meeting on May 11, 2005.  The total projected cost of this project is $19,671,822.

[Secretary’s Note:  Items (d) and (l) were approved subject to South Carolina State University (SCSU) agreeing to comply to the following conditions:  (i) SCSU will appear before the Board at its November 1st meeting and report on its compliancy with FY 05-06 Appropriation Act Proviso 72.117 and steps taken to eliminate the internal control deficiencies classified as material weaknesses in the 2004 financial statements; (ii) SCSU will report at the November 1st meeting on steps taken to identify and obtain the necessary resources from the Board and/or General Assembly to correct the deficiencies in its accounting operations, if the resources needed are beyond those currently available at SCSU; (iii) at the Board’s November 1st meeting SCSU will report back to the Board as to its progress on steps taken to address all of the deferred maintenance problems in the current dormitories at SCSU and identifies any additional financial assistance it will need from the General Assembly in the next budget cycle to get this accomplished and submit a copy its capital project requests for housing purposes as submitted to the Commission on Higher Education; and (iv) report to the Board on quarterly basis, unless the Board determines that more frequent reports are needed, on steps taken to address and eliminate the deficiencies in its accounting operations and its deferred maintenance, until all of these concerns are addressed.]

Information relating to this matter has been retained in these files and is identified as Exhibit 23.

Office of the State Budget:  University of South Carolina Research Infrastructure Project (Regular Session Item #6)
At its meeting on May 11, 2005, the South Carolina Research Centers of Excellence Review Board certified the University of South Carolina for $58 million in general obligation debt to be issued under the South Carolina Research University Infrastructure Act.  The Act requires the Review Board to certify that at least 50% of the cost of each research infrastructure project is being provided by private, federal, municipal, county or other local government sources.

The USC research infrastructure project consists of the following aspects that were certified by the Review Board for funding or as part of the required match:

1)
125,000 square foot wet lab/dry lab research building to be developed and occupied by USC on the Horizons Center block, to be funded by state Research University Infrastructure Bonds at a cost of $26,580,000 plus $5,000,000 in federal funding for upfitting;

2)
135,000 square foot dry lab research building to be developed and occupied by USC on the Public Health block, to be funded by $260,000 in state Research University Infrastructure Bonds and $18,060,000 from the USC Research Foundation for a total cost of $18,320,000;

3)
110,000 square foot biomedical/wet lab research building to be developed and occupied by USC on the Biomedical block, to be funded by state Research University Infrastructure Bonds at a cost of $31,160,000;

4)
110,000 square foot privately developed dry lab/office building to be developed on the Horizons Center block, providing part of the required 50% match at a cost of $13,175,000;

5)
110,000 square foot privately developed dry lab/office building to be developed on the Biomedical block, providing part of the required 50% match at a cost of $13,000,000;

6)
1,000-space parking deck to be developed on the Horizons Center block, to be funded by the City of Columbia and Richland County and providing part of the required 50% match at a cost of $15,500,000;

7)
1,400-space parking deck to be developed on the Biomedical block, to be funded by the City of the Columbia, and providing part of the required 50% match at a cost of $18,400,000;

8)
Federally funded wet lab/dry lab upfitting of the USC building on the Horizons Center block.

To accomplish this construction, USC will also acquire approximately four acres of land from the Department of Transportation for construction of two research buildings and the parking garage on the Biomedical block.  The land is currently used for surface parking for DOT employees.  As consideration for receiving the land, USC will replace and provide 350 parking spaces for DOT employees and return 46% of the revenues derived from the nighttime use of those 350 spaces to DOT.

In order to construct the parking decks and two research buildings, USC will also ground lease property to the respective parties for construction of these facilities.  An approximately 1.75-acre site on the Horizons Center block will be ground leased to the City of Columbia for 40-50 years for $1.00 per year for construction of a parking deck and plaza.  An approximately one-acre site on the Horizons Center block will be ground leased to the private developer, Craig Davis Properties, for 65 years at a nominal rent with two 10-year renewals for construction of a private research building on that block.  An approximately one-acre site on the Biomedical block will be ground leased to the private developer, Craig Davis Properties, for 65 years at a nominal rent with two 10-year renewals for construction of the private research building on that block.  An approximately 1.75-acre site also on the Biomedical block will be ground leased to the City of Columbia for 40-50 years for $1.00 per year for construction of a parking deck. 

USC requested approval from the Board for all necessary transactions included in its presentation package to the Review Board.  The Board was requested to approve the following:

a)
Approve permanent improvement projects for the construction of three research facilities to be funded with Research University Infrastructure Bonds and USC Research Foundation funds totaling $76,060,000 that will be constructed by the University of South Carolina (items 1, 2 and 3 above);

b)
Approve permanent improvement projects for the construction of two parking garages totaling $33,900,000 to be funded by the City of Columbia and Richland County, but constructed by the University of South Carolina (items 6 and 7 above);

c)
Approve the acquisition of approximately four acres of property by USC from the Department of Transportation, with consideration to be provided of 350 replacement parking spaces and 46% of the revenues derived from the nighttime use of those 350 spaces;

d)
Approve the ground lease of property by USC to the City of Columbia and Craig Davis Properties for construction of two parking garages and two private research buildings, respectively.

Upon a motion by Mr. Harrell, seconded by Mr. Eckstrom, the Board approved five permanent improvement projects requested by USC, the acquisition of four acres of land by USC from the Department of Transportation, and the ground lease of property by USC to the City of Columbia and Craig Davis Properties for construction of two garages and two research buildings.
Information relating to this matter has been retained in these files and is identified as Exhibit 24.

University of South Carolina:  Request for Approval of the University of South Carolina Procurement Code for Economic Development and Research (Regular Session Item #7)

The University of South Carolina requested that the Board grant approval of its Procurement Code for Economic Development and Research.  The University made this request in accordance with Code Section 11-51-190, which reads:

The research universities, while engaging in projects related to this act shall be exempt from the state procurement process, except such research universities must work in conjunction with the Budget and Control Board’s Chief Procurement Officer to establish alternate procurement procedures, and must submit a procurement process to the State Commission on Higher Education to be forwarded to the State Budget and Control Board for approval. These processes shall include provisions for audit and recertification. 

The alternative code and regulations, which were developed in conjunction with the Board’s Chief Procurement Officer, are compliant with the requirements of 11-51-190. A copy of the proposed procurement policy was attached to the agenda materials as a part of this item.

Upon a motion by Mr. Harrell, seconded by Mr. Eckstrom, the Board, as requested by the University of South Carolina, approved the University’s request for approval of its Procurement Code for Economic Development and Research.
Information relating to this matter has been retained in these files and is identified as Exhibit 25.

Procurement Services Division:  Waiver to Extend the Maximum Time on Multi-Term Contract for the University of South Carolina (Regular Session Item #8)
Section 11-35-2030(4), of the SC Consolidated Procurement Code limits the maximum time for any multi-term contract to five years unless otherwise approved by the Board.  The University of South Carolina has requested approval to contract for up to fifteen (15) years for management and operation of the University Bookstore, which will house a new literary cafe.  The University expects the successful offeror’s capital investment to renovate the bookstore and add the cafe will require at least $600,000. Further, the University needs to maximize the proceeds from this revenue-generating contract, which are used to fund student scholarships.  Due to the capital investment required of the successful offeror to renovate the Bookstore and create the cafe and the University’s desire to increase funding for student scholarships, University officials requested approval of a fifteen-year term to maximize revenues and gain the contract most advantageous to the State.  
Upon a motion by Mr. Eckstrom, seconded by Mr. Harrell, the Board under authority of the SC Consolidated Procurement Code Section 11-35-2030(4), granted the University of South Carolina’s request for a multi-term contract for management and operation of the University Bookstore for up to fifteen (15) years.

Information relating to this matter has been retained in these files and is identified as Exhibit 26.

Medical University Hospital Authority:  Medical University Hospital Authority Short-Term Indebtedness (Regular Session Item #9)

Pursuant to S.C. Code Ann. Section 59-123-60, as amended, the Board of Trustees of the Medical University of South Carolina (Board of Trustees) became the governing body of the Medical University hospitals, clinics, and other healthcare and related facilities as shall be determined from time to time by resolution of the Board of Trustees.  Section 59-123-60 further provides that whenever the Board of Trustees functions in its capacity as the governing body of such facilities, it is constituted and designated as the Medical University Hospital Authority (Authority), an agency of the State of South Carolina.

The Authority, pursuant to Section 59-123-60(E)(3)(d), is authorized to issue revenue anticipation notes; provided that such notes have a maturity of not exceeding six months from date of issuance and do not exceed, in the aggregate, ten percent of the net patient service revenue for the fiscal year of the Authority preceding the fiscal year in which such obligations are issued.  The issuance of the notes is subject to approval of the Budget and Control Board.

The Medical University of South Carolina (MUSC) advises that audited financial statements reflect that for fiscal year ended June 30, 2004, net patient service revenues were $578,827,349.

The State Treasurer has made necessary arrangements with Wachovia Bank, N.A., which has agreed to purchase the revenue anticipation notes.

The Authority requested that the Board authorize the State Treasurer to negotiate the terms of the revenue anticipation notes which shall be issued in an aggregate principal amount not exceeding ten percent of the net patient service revenue of MUSC for fiscal year ended June 30, 2004, and shall have a maturity of not exceeding six months from the date of their issuance.  The Authority also requested that the Board authorize the Treasurer to negotiate other terms and conditions of the revenue anticipation notes and to approve all documents related thereto to which the Authority is a party.  The Authority further requested that the Board authorize the Treasurer to negotiate the terms and conditions of one renewal of such anticipation notes during the 2005-2006 fiscal year, such renewal not exceeding six months.

Upon a motion by Mr. Eckstrom, seconded by Mr. Harrell, the Board adopted a resolution (1) authorizing the State Treasurer to negotiate the terms of the revenue anticipation notes which shall be issued in an aggregate principal amount not exceeding ten percent of the net patient service revenue of MUSC for fiscal year ended June 30, 2004, and shall have a maturity of not exceeding six months from the date of their issuance; (2) authorizing the Treasurer to negotiate other terms and conditions of the revenue anticipation notes and to approve all documents related thereto to which the Authority is a party; and (3) authorizing the Treasurer to negotiate the terms and conditions of one renewal of such anticipation notes during the 2005-2006 fiscal year, such renewal not exceeding six months.


[Secretary’s Note:  Senator Leatherman returned to the meeting at the beginning of the presentation of this item.]

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

Budget and Control Board:  Not Exceeding in the Aggregate $60,000,000 Principal Amount State General Obligation Research University Infrastructure Bonds of the State of South Carolina (University of South Carolina) (Regular Session Item #10)

The Board was asked to adopt a resolution to provide for the issuance and sale of not exceeding in the aggregate $60,000,000 Principal Amount State General Obligation Research University Infrastructure Bonds of the State of South Carolina, to prescribe the purposes for which the proceeds shall be expended, to provide for the payment thereof, and other matters relating thereto.  The proceeds of the bonds will be used to (a) reimburse the University of South Carolina for monies advanced in connection with the USC Research Infrastructure Project, (b) pay costs of the USC Research Infrastructure Project authorized by the Enabling Act, and (c) pay the costs of issuance of such Research University Infrastructure Bonds.


Upon a motion by Mr. Harrell, seconded by Senator Leatherman, the Board adopted a resolution to provide for the issuance and sale of not exceeding in the aggregate $60,000,000 Principal Amount State General Obligation Research University Infrastructure Bonds of the State of South Carolina, to prescribe the purposes for which the proceeds shall be expended, to provide for the payment thereof, and other matters relating thereto.

Information relating to this matter has been retained in these files and is identified as Exhibit 28.

Budget and Control Board:  Not Exceeding in the Aggregate $38,000,000 Principal Amount State General Obligation Research University Infrastructure Bonds of the State of South Carolina (Medical University of South Carolina) (Regular Session Item #11)
The Board was asked to adopt a resolution to provide for the issuance and sale of not exceeding in the Aggregate $38,000,000 Principal Amount State General Obligation Research University Infrastructure Bonds of the State of South Carolina, to prescribe the purposes for which the proceeds shall be expended, to provide for the payment thereof, and other matters relating thereto.  The proceeds of the Bonds will be used to (a) reimburse The Medical University of South Carolina for monies advanced in connection with the MUSC Research Infrastructure Project, (b) pay costs of the MUSC Research Infrastructure Project, (b) pay costs of the MUSC Research Infrastructure Project authorized by the Enabling Act, and (c) pay the costs of issuance of such Research University Infrastructure Bonds.

Upon a motion by Senator Leatherman, seconded by Mr. Eckstrom, the Board adopted a resolution to provide for the issuance and sale of not exceeding in the Aggregate $38,000,000 Principal Amount State General Obligation Research University Infrastructure Bonds of the State of South Carolina, to prescribe the purposes for which the proceeds shall be expended, to provide for the payment thereof, and other matters relating thereto.

Information relating to this matter has been retained in these files and is identified as Exhibit 29.

Francis Marion University:  Not Exceeding $1,275,000 General Obligation State Institution Bonds, Series 2005C (Issued on Behalf of Francis Marion University) (Regular Session #12) 

The Board was asked to adopt a resolution making provision for the issuance and sale of not exceeding $1,275,000 General Obligation State Institution Bonds, Series 2005C, on behalf of Francis Marion University.  The proceeds from the sale of the bonds will be used to provide funds to construct, reconstruct, maintain, improve, furnish, and refurnish a student activity center centrally located on the campus of the University. 

Upon a motion by Senator Leatherman, seconded by Mr. Harrell, the Board adopted a resolution making provision for the issuance and sale of not exceeding $1,275,000 General Obligation State Institution Bonds, Series 2005C issued on behalf of Francis Marion University.

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

South Carolina State University:  Issuance by South Carolina State University of a Series 2005 Capital Project Loan in an Amount Not Exceeding $42,000,000 Aggregate Amount (Regular Session #13)

The Board was asked to adopt a resolution approving the issuance by South Carolina State University of a Series 2005 Capital Project Loan in an amount not exceeding $42,000,000.  The proceeds from the Capital Project Loan will be used to finance the construction of a 750-bed dormitory and refinancing of existing housing bonds.

Upon a motion by Mr. Eckstrom, seconded by Mr. Harrell, the Board adopted a resolution approving the issuance by South Carolina State University of a Series 2005 Capital Project Loan in an amount not exceeding $42,000,000 [Secretary’s Note:  this item was approved subject to South Carolina State University (SCSU) agreeing to comply to the following conditions:  (i) SCSU will appear before the Board at its November 1st meeting and report on its compliancy with FY 05-06 Appropriation Act Proviso 72.117 and steps taken to eliminate the internal control deficiencies classified as material weaknesses in the 2004 financial statements; (ii) SCSU will report at the November 1st meeting on steps taken to identify and obtain the necessary resources from the Board and/or General Assembly to correct the deficiencies in its accounting operations, if the resources needed are beyond those currently available at SCSU; (iii) at the Board’s November 1st meeting SCSU will report back to the Board as to its progress on steps taken to address all of the deferred maintenance problems in the current dormitories at SCSU and identifies any additional financial assistance it will need from the General Assembly in the next budget cycle to get this accomplished and submit a copy its capital project requests for housing purposes as submitted to the Commission on Higher Education; and (iv) report to the Board on quarterly basis, unless the Board determines that more frequent reports are needed, on steps taken to address and eliminate the deficiencies in its accounting operations and its deferred maintenance, until all of these concerns are addressed.].

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

Future Meeting


The Board agreed to meet at 10:00 a.m. on Tuesday, August 9, 2005, in the Governor’s conference room in the Wade Hampton Building.

Executive Session


Upon a motion by Mr. Harrell, seconded by Senator Leatherman, the Board agreed to consider the following item, which had been published previously, in executive session, whereupon Mr. Patterson declared the meeting to be in executive session:

1.  Office of Human Resources
South Carolina State University (Housing Allowance for President)

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)
Office of Human Resources:  South Carolina State University (Housing Allowance for President) (Executive Session Item #1)

Upon a motion by Senator Leatherman, seconded by Mr. Harrell, the Board approved the request from South Carolina State University to pay the President of the University a housing allowance not to exceed $25,000 per year for a five (5) year period.

Adjournment

The meeting was adjourned at 11:45 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 8:35 a.m. on Monday, June 13, 2005.]

