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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING

June 17, 2003             9:30 A. M.
The Budget and Control Board (the Board) met at 9:30 a.m. on Tuesday, June 17, 2003, in the Governor's conference room in the Wade Hampton Office Building, with the following members in attendance:

Governor Mark Sanford, Chairman;

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

Mr. Richard Eckstrom, Comptroller General; 

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

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


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

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

Systems

Adoption of Agenda


Upon a motion by Mr. Harrell, seconded by Mr. Eckstrom, 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:  Investment Consultant Contract Extension and Authorization (Regular Session Item #1)

The State Retirement Systems Investment Panel (Panel) recommended that the Board extend the current contract with Mercer Investment Consulting, Inc. (Mercer), for one year with an amendment that would lower the maximum fee cap, and authorize the Panel to conduct a search for an investment consultant for recommendation to the Board during FY 2003-2004.

Upon recommendation of the Panel, the Board executed a contract with Mercer on December 16, 1998, for consulting services for the equity investment program.  The contract has been renewed or extended each fiscal year since inception and will expire on June 30, 2003.  The Panel met on April 11, 2003, and May 28, 2003, and discussed the status of the contract, Mercer’s performance, the status of the equity investment program, and the search process for investment consultants.  The Panel recommended that the Board extend Mercer’s contract for one year under the same terms and conditions except with an amendment that would lower the maximum fee cap, and authorize the Panel to conduct a search for an investment consultant for recommendation to the Board during FY 2003-2004.  Additional information is attached to this item for reference.

Panel member Art Bjontegard appeared before the Board on this matter.

Upon a motion by Mr. Eckstrom, seconded by Mr. Patterson, the Board acting as Trustees for the South Carolina Retirement Systems, authorized the Director of the Retirement Systems to execute a one-year extension to the contract with Mercer Investment Consulting, Inc., as recommended by the Retirement Systems Investment Panel and upon approval for legal sufficiency by the Office of General Counsel, and authorized the Panel to conduct a search for an investment consultant for recommendation to the Board during FY 2003-2004.


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

Adoption of Budget and Control Board Agenda 

Upon a motion by Mr. Harrell, seconded by Mr. Patterson, the Board adopted the agenda after amending the agenda to delete items 2 through 8 of blue agenda item #2 concerning easements, carrying over regular session item #5 concerning a lease renewal for the Public Service Commission to the August 5, 2003, Board meeting, and agreed to consider regular session item #2 prior to considering regular session item #1. 
Minutes of Previous Meetings
Upon a motion by Mr. Harrell, seconded by Mr. Eckstrom, the Board approved the minutes, as amended, of the May 15, 2003, 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 15, 2003, Authority meeting.  [Secretary’s Note:  Mr. Eckstrom asked that the Board minutes be amended at page 27, second full paragraph of regular session Item #2, by adding the following language to the end of the first sentence:  “until the June meeting of the Board when additional actuarial information and analysis discussed in regular session item #1 could be made available.  Mr. Eckstrom stated that any action to defer the COLA should not be construed as Board action to deny the COLA and he supported the concept of an annual COLA.” The Board approved the amendment to the minutes.]  
Blue Agenda 

Upon a motion by Mr. Eckstrom, seconded by Mr. Patterson, the Board approved all items included on the blue agenda.  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 is requested:

CONDUIT ISSUES:

	Description 

of Issue
	Agency/Institution 

(Borrower)
	Borrower’s 

Counsel
	Issuer’s 

Counsel

	$23,000,000 Charleston Southern University*
	SC Educational Facilities Authority
	McNair Law Firm
	Parker Poe Adams & Bernstein


*Reassignment


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

General Services Division:  Easements (Blue Agenda Item #2)

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

	County Location:
	Richland County

	From:
	Budget and Control Board

	To:
	South Carolina Electric & Gas Company

	Consideration:
	$1.00

	Description/Purpose:
	To construct, extend, replace, relocate, perpetually maintain and operate an electric line or lines for underground service to serve the EdVenture Children’s Museum.


The Board also concurred and acquiesced in granting the following easements:

	1.
	County Location:
	Anderson County

	
	From:
	Department of Mental Health

	
	To:
	Piedmont Natural Gas Company, Inc.

	
	Consideration:
	$100.00

	
	Description/Purpose:
	To grant a right-of-way and easement for the purpose of laying, constructing, maintaining, operating, repairing, altering, replacing and removing gas pipelines upon property of Campbell Veterans Home and allowing access and benefiting the adjoining landowner, William R. Cowan.


	2.
	County Location:
	Anderson County

	
	From:
	Department of Mental Health

	
	To:
	County of Anderson, South Carolina

	
	Consideration:
	$100.00

	
	Description/Purpose:
	To grant a right-of-way and easement for the purpose of laying, constructing, maintaining, operating, repairing, altering, replacing and removing sewer pipelines upon property of Campbell Veterans Home and allowing access and benefiting the adjoining landowner, William R. Cowan.



	3.
	County Location:
	Florence County

	
	From:
	Clemson University

	
	To:
	City of Florence

	
	Consideration:
	$1,900.00

	
	Description/Purpose:
	To grant a right-of way and easement for the construction and maintenance of a sanitary sewer system and appurtenances through property of Clemson University on U.S. Highway 52.

	
	
	



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

General Services:  Permanent Improvement Projects (Blue Agenda Item #3)

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

(a) Summary 10-2003:  Item 1.  Adjutant General


Project:
9696, AASF Addition Construction


Request:
Establish project and budget ($1,597,500 Federal funds) to construct a 15,612 square foot administration building for the Army Aviation Support Facility (AASF) at McEntire Air Station.  The new facility will be constructed of permanent masonry and steel construction with a built-up roof and concrete floors and will include mechanical and electrical equipment.  The existing AASF lacks adequate administrative space for the unit personnel and full-time employees.  (See Attachment 1 of agenda materials for additional annual operating costs.)

(b) Summary 10-2003:  Item 2.  Clemson University

Project:
9812, President’s Park Rotunda Construction

Request:
Establish project and budget ($36,000 Other, Private Donation funds) to proceed with design work and cost estimates for the construction of a rotunda in President’s Park at Clemson University.  The rotunda will expand the function of the park to facilitate outdoor classes, banquets, and small group presentations.  The structure will include computer networking, audio/video provisions, night lighting, and limited interior seating and landscape enhancements.  The total projected cost for this project is $500,000.

(c) Summary 10-2003:  Item 3.  College of Charleston

Project:
9579, Kelly House Suites/New Residence Hall and Parking Garage Acquisition

Request:
Increase budget to $45,755,000 (add $700,000 Other, College Fee funds) to complete and upfit approximately 9,200 square feet of unfinished space on the first floor of the new parking garage to be constructed at the College of Charleston.  The upfitted first floor will house the College’s mail services, public safety, and parking offices and operations.  

(d) Summary 10-2003:  Item 4.  USC – Columbia

Project:
9950, Russell House Bookstore Renovation

Request:
Increase budget to $500,000 (add $260,000 Appropriated State and Other, Private funds) to upgrade the basic building infrastructure to support a new layout, fixtures and furnishings for the Russell House Bookstore at the University of South Carolina.  The work will include wall and ceiling demolition, electrical sprinkler, HVAC and fire safety systems modifications, and a new internal entrance storefront.

(e) Summary 10-2003:  Item 5.  USC – Columbia

Project:
9951, Coker Life Science HVAC Replacement

Request:
Establish project and budget ($950,000 Appropriated State funds) to replace the 29 year-old HVAC system in the Coker Life Science building at the University of South Carolina.  The main air handling unit has deteriorated and is no longer adequate to air condition the facility.  The upgrade will include replacing the unit and existing temperature controls, installing new hot and chilled water pumps, balancing the HVAC system air flow, and design and engineering fees.  When additional funds are available, Phase II will address lab space pressurization control and replacement of the lab hood exhaust system.

(f) Summary 10-2003:  Item 6.  Medical University

Project:
9755, Thurmond Building Water Damage Recovery

Request:
Establish project and budget ($600,000 Other, Insurance Reserve funds) to cover the cost of work done under an emergency procurement as the result of flooding and water damage at the Strom Thurmond/Gazes Biomedical Research Building at the Medical University.  A deteriorated plug on a water line failed in August 2002, resulting in substantial water damage on first three floors of the building.  Repair work was done to the walls, ceiling tiles, carpet, floor tiles, and all five elevators.  In addition, all similar valves and plugs and a fiberglass tank were replaced in the building.

(g) Summary 10-2003:  Item 7.  Technical & Comprehensive Education

Project:
9866, Greenville – Engineering Technology Building Reroofing

Request:
Establish project and budget ($395,000 Other, Local funds) to replace the 21 year-old roof on the Engineering Technology Building at Greenville Technical College.  The deteriorated roof is leaking and damaging the interior ceilings and walls.  An engineering study determined the roof also needs seismic reinforcement bracing.  The new roof will be built-up with insulation, roofing felt and new flashing, and will be capped with tar and gravel.

(h) Summary 10-2003:  Item 8.  Educational Television

Project:
9513, Digital Transmission Conversion

Request:
Increase budget to $33,290,486 (add $1,790,935 Federal funds) to add funds provided by the US Department of Commerce for ETV’s Digital Transmission Conversion.  The funds will purchase digital transmission equipment for various television stations around the state and are expected to complete funding for the project.  (See Attachment 2 of agenda materials for additional annual operating costs.)

(i) Summary 11-2003:  Item 1.  Adjutant General

Project:
9697, The Citadel and SC Army National Guard Marksmanship Center Construction

Request:
Establish project and budget ($3,200,000 Federal funds) to construct a 22,000 square foot small arms weapons range and training facility at The Citadel.  The facility will include approximately 20 firing lanes and will meet the requirements associated with military and police weapons zeroing and familiarization firing related to military training and homeland security.  The facility will be designed by The Citadel and constructed by the Adjutant General’s Office, with both having joint use of the facility.  (See Attachment 3 of agenda materials for additional annual operating costs.)

(j) Summary 11-2003:  Item 2.  Clemson University

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

Request:
Increase budget to $21,125,218 (add $974,000 Institution Bond funds) to provide a sufficient construction contingency and a full-time project representative to ensure problems that arise are addressed expeditiously due to the 13-month construction schedule on the Advanced Materials Research Laboratory at Clemson University. The full-time project representative will be A&E’s project manager.

(k) Summary 11-2003:  Item 3.  Clemson University

Project:
9813, Electric Distribution Cable Replacement

Request:
Establish project and budget ($500,000 Other, Operating Revenue funds) to replace underground electrical distribution cable on campus at Clemson University.  The University recently experienced three major electrical outages that affected approximately 60% of the campus.  These outages were caused by underground cable failures and were extremely disruptive to classes and research. Testing will be done to determine the condition of the insulation for each set of cables and to prioritize the schedule of cable replacements.  A contractor will be hired to install the cable in existing duct banks and manholes.

(l) Summary 11-2003:  Item 4.  Medical University

Project:
9747,  Thurmond/Gazes Biomedical Research Building Chillers Replacement

Request:
Increase budget to $11,000,000 (add $3,500,000 Institution Bond funds) to revise the scope of chiller replacements on the Thurmond/Gazes Biomedical Research Building at the Medical University.  Due to the adoption of the new International Building Code by South Carolina, new emphasis on aesthetics of mechanical buildings by Charleston’s Board of Architectural Review, and the need to address emergency power and air distribution system exhaust needs, the estimated cost of the project more than doubled over original projections.  Due to funding constraints, the project scope is being revised to provide replacement of two air handlers with emergency generator capacity, supply duct, exhaust and roof membrane improvements, as originally planned, and the installation of two water-cooled chillers and associated cooling towers on the roof of the building.

(m) Summary 11-2003:  Item 5.  Medical University

Project:
9756, Phase I Relocation Project

Request:
Establish project and budget ($12,500,000 Other, Sale of Property funds) to renovate facilities on campus for staff displaced from the Alumni Memorial House, currently student services and classroom space, at the Medical University.  Two of the three wings of the Alumni Memorial House will be demolished to provide the site for Phase I construction of a replacement hospital by the Medical University Hospital Authority.  Student services and classrooms will be relocated to the Administration/Library Building and executive staff in that facility will be moved to Colcock Hall.  Renovations to 27,000 square feet of the Administration/Library Building and 10,000 square feet in Colcock Hall will be needed, along with upgrades to the HVAC and mechanical systems in the Administration/Library Building.  Funding for this project will come from the revenues MUSC will receive for the sale of the Alumni Memorial House and the land on which it is situated to the Medical University Hospital Authority.

(n) Summary 11-2003:  Item 6.  Medical University

Project:
9757, Campus High Voltage Substation Upgrade

Request:
Establish project and budget ($8,500,000 Institution Bond funds) to upgrade or replace high voltage substations to add high voltage capacity to the electrical distribution system at the Medical University.  The current system does not have the capacity to handle the Children’s Research Institute (CRI) and the Hollings Cancer Center (HCC) expansion which are scheduled to come online in 2004.  In order to provide increased capacity and not delay the opening of the CRI and HCC expansion, MUSC is proceeding with this project on an emergency basis.

(o) Summary 11-2003:  Item 7.  Department of Disabilities & Special Needs

Project:
9771, Whitten Center – Chapel and Dental Clinic Roof Systems – Replacement 

Request:
Increase budget to $1,400,000 (add $700,000 Other, Insurance Reserve funds) to cover the revised cost estimates from an architectural consultant to replace the roofing systems on the chapel and dental clinic at Whitten Center.  Sufficient funds must be available to award the lowest responsive bid for this project.

(p) Summary 11A-2003:  Suppl. 1.  Technical & Comprehensive Education

Project:
9870, Spartanburg – Cherokee County Campus – Land Purchase

Request:
Establish project and budget ($20,000 Other, Local funds) to cover the cost of an appraisal, environmental studies and other investigative studies to adequately evaluate property prior to purchase.  Spartanburg Technical College is considering the purchase of land to establish a campus in Cherokee County.

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

[Secretary’s Note:  Governor Sanford commented that some of the permanent improvement projects get near the scale of being a capital improvement.  He said that he wants the Board to look at a dollar cap by which to review these projects.]
General Services:  Property Transactions (Blue Agenda Item #4)


The Board approved the following property conveyances:

	(a)
	Agency:
	Medical University of South Carolina

	
	Acreage:
	1.56± acres and improvements consisting of two of three wings of the Alumni Memorial House.

	
	Location:
	Corner of Courtenay Drive and Doughty Street in Charleston

	
	County:
	Charleston County

	
	Purpose:
	To transfer land and improvements to the Medical University Hospital Authority for demolition and Phase I construction of a new hospital.

	
	Appraised Value:
	Estimated value of the property and improvements to be conveyed is $7,718,616.

	
	Price/Transferred To:
	$12,500,000 will be received by MUSC for the renovation of facilities for staff displaced by the conveyance/Medical University Hospital Authority

	
	Approved By:
	N/A


	(b)
	Agency:
	State of South Carolina

	
	Acreage:
	5± acres and a National Guard Armory

	
	Location:
	220 Bynum Street in St. Matthews

	
	County:
	Calhoun County

	
	Purpose:
	To transfer a surplus armory to a political subdivision.

	
	Appraised Value:
	N/A

	
	Price/Transferred To:
	N/A/Town of St. Matthews

	
	Approved By:
	Request pursuant to Joint Resolution R109, H4092.


The Board also approved the following property transfer:

	(c)
	Agency:
	Budget and Control Board

	
	Acreage:
	285± acres

	
	Location:
	Department of Disabilities and Special Needs’ Midlands Center on Farrow Road

	
	County:
	Richland County

	
	Purpose:
	To convey real property to DDSN in order to confirm ownership of the real property by that agency pursuant to R70, S463 passed by the General Assembly.

	
	Appraised Value:
	N/A

	
	Price/Transferred To:
	N/A/Department of Disabilities and Special Needs

	
	Approved By:
	N/A


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

General Services Division:  Reporting of Previously Approved Real Property Transaction and Lease (Blue Agenda Item #5)
The following transactions were reported as information pursuant to the Board’s procedures approved on July 8, 1997, for agency-to-agency transfers and on June 18, 1998, for real property leases.  The General Services Division received no objections from any Board members on these transactions.

I. Transfer of Real Property from Department of Commerce to Department of Transportation

Transfer of approximately .08 acres in Charleston from the Department of Commerce, Division of Public Railways, to the Department of Transportation (DOT) at no cost to make land available to DOT for the Cooper River Bridge Replacement Project, as described more fully in the letter of May 28, 2003, to all Board members (a copy was attached as part of the agenda materials for this item).

II. Lease by the University of South Carolina

Lease of 312 square feet in the Russell House by the University of South Carolina to Carolina Styles, for a term of one year with five one-year renewals at a annual rent rate of $23.56 per square foot, as described more fully in the letter of May 28, 2003, to all Board members (a copy was attached as part of the agenda materials for this item).

The Board received as information a Reporting of Previously Approved Real Property Transaction and Lease concerning the transfer of real property in Charleston from the Department of Commerce to the Department of Transportation and the lease of 312 square feet in the Russell House by the University of South Carolina to Carolina Styles.

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

Office of Human Resources:  Sales Incentive Pay Plan for South Carolina Educational Television (Blue Agenda Item #6)
On June 29, 1999, the Board approved a three year pilot program allowing South Carolina Educational Television (ETV) to implement a Sales Incentive Pay Plan for underwriters and underwriting managers.  ETV has completed its third year of the pilot program, and has requested a three (3) year continuation of the pilot program.

ETV is required to provide to the Board an annual report on the results of the Sales Incentive Plan.  The attached supporting documents outline the Agency’s report on this pilot program.


The Board received as information the report on South Carolina Educational Television’s Sales Incentive Plan for calendar year 2002 and approved a three (3) year continuation of the pilot program.

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

Office of Human Resources:  Senate Bill 342 Bearing Ratification Number 116 of 2003 – South Carolina Department of Motor Vehicles (Blue Agenda Item #7)

Senate Bill 342 bearing Ratification Number 116 of 2003 creates the South Carolina Department of Motor Vehicles as an administrative agency of state government.  The Act transfers the Motor Vehicle Division of the Department of Public Safety and the Motor Carrier Services unit of the State Transport Police Division of the Department of Public Safety to the South Carolina Department of Motor Vehicles.

Section 21 of this Act states: “the South Carolina Department of Motor Vehicles is prohibited from hiring additional employees during the ninety-day period following the effective date of this act, except with specific written approval from the Budget and Control Board.”

The Board delegated to the Office of Human Resources the authority to approve in writing exceptions for the South Carolina Department of Motor Vehicles to hire new employees during the ninety-day period after the bill was signed by the Governor.

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

Procurement Services Division:  Procurement Certifications (Blue Agenda Item #8)

The Procurement Services Division, in accord with Section 11-35-1210, has audited the following agencies and recommends certification within the parameters described in the audit report for the following limits for a period of three years for Trident Technical College, Parks, Recreation and Tourism, and Piedmont Technical College and five years for Construction and Planning:

Trident Technical College:  goods and services (local funds only), $100,000* per commitment; consultant services (local funds only), $100,000* per commitment; information technology (local funds only), $100,000* per commitment; construction contract awards (local funds only), $50,000 per commitment; construction contract change orders (local funds only), $50,000 per change order; architect/engineering contract amendment (local funds only), $10,000 per amendment.

Parks, Recreation and Tourism:  goods and services, $25,000* per commitment; consultant services, $25,000* per commitment; information technology, $25,000* per commitment; construction contract award, $100,000 per commitment; construction contract change order $100,000 per change order; architect/engineering contract amendment, $15,000 per amendment.

Piedmont Technical College;  goods and services (local funds only), $25,000* per commitment; consultant services (local funds only), $25,000* per commitment; information technology (local funds only), $25,000* per commitment.

Construction and Planning Section - General Services Division, Budget and Control Board:  construction contract award, $50,000 per commitment; construction contract change order, $50,000 per change order; architect/engineer contract amendment, $10,000 per amendment.

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

In accord with Section 11-35-1210, the Board approved procurement certification for the following limits for a period of three years for Trident Technical College, Parks, Recreation and Tourism, and Piedmont Technical College and five years for Construction and Planning:

Trident Technical College:  goods and services (local funds only), $100,000* per commitment; consultant services (local funds only), $100,000* per commitment; information technology (local funds only), $100,000* per commitment; construction contract awards (local funds only), $50,000 per commitment; construction contract change orders (local funds only), $50,000 per change order; architect/engineering contract amendment (local funds only), $10,000 per amendment;

Parks, Recreation and Tourism:  goods and services, $25,000* per commitment; consultant services, $25,000* per commitment; information technology, $25,000* per commitment; construction contract award, $100,000 per commitment; construction contract change order $100,000 per change order; architect/engineering contract amendment, $15,000 per amendment;

Piedmont Technical College;  goods and services (local funds only), $25,000* per commitment; consultant services (local funds only), $25,000* per commitment; information technology (local funds only), $25,000* per commitment;

Construction and Planning Section - General Services Division, Budget and Control Board:  construction contract award, $50,000 per commitment; construction contract change order, $50,000 per change order; architect/engineer contract amendment, $10,000 per amendment;


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

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

Executive Director:  Revenue Bonds (Blue Agenda Item #9)


a.
Issuing Authority:
Colleton County

Amount of Issue:
Not Exceeding $5,000,000 Special Source Revenue Bonds

Allocation Needed:
- 0 -

Name of Project:
Colleton County Industrial Park

Employment Impact:
N/A

Project Description:
Industrial Park

Bond Counsel:

J. Wesley Crum, Haynsworth Sinkler Boyd, P.A.

(Exhibit 10)

b.
Issuing Authority:
Darlington County

Amount of Issue:
$16,200,000 Industrial Development Refunding Revenue Bonds

Allocation Needed:
- 0 -

Name of Project:
Nucor Corporation

Employment Impact:
no new employment; maintain existing employment levels

Project Description:
refund $16,200,000 Darlington County Industrial Development Revenue Bonds (Nucor Corporation Project, Series 1993)

Bond Counsel:

Robert S. Galloway, III, Haynsworth Sinkler Boyd, P.A.

(Exhibit 11)

c.
Issuing Authority:
Greenville County

Amount of Issue:
Not Exceeding $120,000,000 Industrial Revenue Bonds

Allocation Needed:
- 0 -

Name of Project:
Bosch Rexroth Corporation

Employment Impact:
N/A

Project Description:
Series 2003 Industrial Revenue Bond and Infrastructure Tax Credit

Bond Counsel:

J. Wesley Crum, Haynsworth Sinkler Boyd, P.A.

(Exhibit 12)

d.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
Not Exceeding $65,000,000 Economic Development Revenue Bonds

Allocation Needed:
- 0 -

Name of Project:
Columbia Convention Center Hotel 

Employment Impact:
160 new jobs within 12 months

Project Description:
to acquire, by construction or purchase, an approximately 300-room full-service convention center hotel, including a restaurant and approximately 12,000 square feet of meeting space, and other related improvements all located on land owned or leased by the Corporation, as well as furnishing, fixtures and equipment to be installed or located therein

Note:




private sale, for public offering thereafter

Bond Counsel:

William M. Musser, McNair Law Firm

(Exhibit 13)

e.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$15,000,000 Economic Development Revenue Bonds

Allocation Needed:
$15,000,000

Name of Project:
Waste Management of South Carolina, Inc. 

Employment Impact:
create employment for approximately 11 people directly and 200 people indirectly and retain approximately 348 current positions in the counties

Project Description:
to be used primarily to improve certain solid waste disposal facilities and to purchase new landfill equipment for its currently permitted landfills in Dorchester, Jasper, Richland and Spartanburg Counties

Note:




negotiated private sale

Bond Counsel:

April C. Lucas, Nexsen Pruet Jacobs & Pollard, LLC

(Exhibit 14)

Information relating to this matter has been retained in these files and is identified as Exhibits10 and 14, respectively.

Retirement Division:  System Valuations as of July 1, 2002, and Pro Forma Analysis of Projected Impact of Guaranteeing Funding for COLA for SCRS and PORS (Regular Item #2)
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 Retirement Systems administered by the Retirement Division. These valuations, in the opinion of the consulting actuary, correctly present the condition of the South Carolina Retirement Systems as to those benefits that are funded on an actuarial reserve basis.

Appearing before the Board on this matter were Ms. Boykin and Chris Conradi with Gabriel, Roeder, Smith and Co., the Retirement Systems’ actuary.  Mr. Conradi stated that under the current assumptions and before taking into account the 2.4% COLA (cost of living adjustment) for July 1, the unfunded liability is $3.148 billion with an unfunded amortization period of 21 years.  He stated that if the 2.4% COLA is given the liability would be increased by just under $300 million to $3.427 and extend the funding period to 24 years.  He commented that if the COLA is fully guaranteed the liability goes to $ll.7 billion, assuming a 3.75% inflation rate and COLA rate in the future.  He noted that the funding ratio drops from 85% or 86% to 62% and that the unfunded liability would never get paid off given the current level of contributions.  He stated that to stay within the 30-year amortization threshold would require an increase in the employer contribution rates of 9.87% to a new level of 17.42%.  

Mr. Conradi said that his firm was asked to take a look at an alternative assumption for the COLAs.  He said the reason for that is because the 4% COLA cap has an impact on what the COLA will actually be and that they did not set the underlying COLA.  He said that they feel that 3.75% is very high in today’s environment for inflation.  He said they looked at a 3% alternative that puts the unfunded liability up about $6 billion rather than $8 billion, but still at $9.6 billion and the funding period would go to infinity and a the total employer contribution rate required to achieve 30-year funding would be 14.74%.

Mr. Harrell asked that since Mr. Conradi was assuming a 3% inflation rate, was he also assuming a 3% investment gain during that same period of time.  Mr. Conradi responded no and stated that the assumption was made that there was no change in the 7.25% assumption and that they assumed no change in the salary increase rates.  He said if they went back and changed assumptions they would probably modify salary increase rates, payroll covered rate, and investment return rate.  He noted, however, that with regard to the investment return rate when the current assumptions were set the State was not investing in equities.  He said that affect would tend to raise or offset any decrease in the inflation rate.

Mr. Harrell stated that the assumption is 7.25% over the investment and asked what would be a reasonable rate to anticipate over the long term given the current structure.  Mr. Conradi stated that 7.25% is very reasonable given a 40% equity target.  

Mr. Eckstrom stated that with respect to comments Mr. Conradi made that the 7.25% was not reflective of equity returns, the minutes would show that the rate did contemplate the affect of equities.  Mr. Conradi stated he saw no mention of that.  Mr. Eckstrom further voiced concern about whether the State’s effort to protect the system is having the opposite affect by acting as if COLA’s will not be granted in the future.  He asked Mr. Conradi whether he would agree that the State is two to three years away from the limit that has been set at which COLAs could not be granted.  Mr. Conradi agreed with Mr. Eckstrom’s statement.  Mr. Eckstrom stated that perhaps the State has created a dilemma by ignoring the fact that COLAs are given.  He stated that he is certainly not anti-COLA.  He said he thinks that COLAs are correct public policy, but that by removing the COLAs entirely from the funding formula the State has accelerated the day at which they can no longer be given.  He stated that day is two to three years away.  He commented that the State should move back to including the COLAs in the funding formulas so that the ability to continue giving COLAs is protected.  Mr. Conradi said that he does not believe the decision of including COLAs in the formula protects anyone’s benefits.  He stated that what protects people’s benefits is assets and future contributions and, therefore, in the absence of an increase in future contributions a change in the methodology does nothing to protect benefits.  Mr. Eckstrom pointed out that contributions rates are set on those liability calculations.  Mr. Eckstrom stated that the contribution rate should gives recognition to the fact that a liability is out there.  He said lowering the liability gives everyone the feeling that the retirement system is stronger than it really is and its ability to give COLAs will last indefinitely when that is not the case.  Mr. Conradi responded that it is certainly his message that the ability to give COLAs will not last forever and that there will come a time when the 30-year threshold will be crossed.  Mr. Eckstrom said that he is trying to forestall that day and unless a cost for continuing COLAs is built back into the funding formula it is unlikely that funding will ever be increased to the point COLAs can be given indefinitely in the future.  Mr. Conradi replied that it is possible that the contribution rates are not defacto fixed and that the Board has the ability to increase the contribution rates in light of the information before it without changing the underlying methodology for determining whether this year’s COLAs should be granted.  

Mr. Eckstrom asked Mr. Conradi whether he was suggesting that the rates were defacto fixed.  Mr. Conradi said that he is not sure because the rates have been defacto fixed for a long time.  He said whether the Board has the authority to increase the rates is a legal question.  Mr. Eckstrom replied that some authority does exist and that through this discussion and analysis of the information that authority, wherever it resides, will must take appropriate action to be able to continue giving COLAs.  

Mr. Eckstrom stated that he has a selfish motive in this situation in that he one day hopes to receive benefits under the plan.  He stated that he hopes that those benefits will keep pace with the ravaging impact of inflation on those benefits.  He commented that the State guarantees COLAs for judges and the legislature and COLAs should be guaranteed for our public safety officials, school teachers, and public employees.  

Senator Leatherman said that it appears the amortization period is a low of 4 to a high of 30 years and asked what causes that to happen.  Mr. Conradi stated that he did not have that information but would assume that the factors would be the granting of COLAs, changes of benefit formulas, and changes in assumptions.  He said changes in benefit formulas would include the adoption of “28 and out” and TERI options three or four years ago.  Senator Leatherman commented that the changes in the benefit formulas were public policy decisions by the legislature and there is nothing the Board can do short of the General Assembly guaranteeing a COLA.  

Senator Leatherman asked whether the 30-year limit is by law.  Mr. Conradi replied the 30-year limit comes from the Government Accounting Standards Board and represents a good guesstimate of what actuaries say should be the outer limits.  Senator Leatherman further asked if COLAs are given this year whether the limit would move from 21 to 24 years.  Mr. Conradi responded that was correct.  Senator Leather also asked whether Mr. Conradi is suggesting that by granting COLAs the State would hit the 30-year limit in two to three years to which Mr. Conradi replied that might well happen.  Senator Leatherman commented that would be a decision by the General Assembly to decide to put the money in for COLAs and the Board does not have the authority to make that decision.  Mr. Eckstrom commented that Senator Leatherman was correct.  However, he continued that the Board as the Trustees for the system has the responsibility to express concerns, but that it is a legislative matter.

Governor Sanford commented that the funds flow in terms of whether there is additional contributions as determined by the legislative body and on the other hand a system that seems to be entirely separate in relation to the way things currently work.  Mr. Conradi replied that that is his understanding and that Mr. Evans has opined that the Board has little choice under the statutes but to grant the COLAs.  Mr. Conradi commented that the statute is an interesting and unique compared to other states he is used to.  Governor Sanford asked how it is done in other states and what is the best practices model.  Mr. Conradi said that COLAs are generally ad hoc in which case the legislature grants it from time to time or it is automatic and is completely guaranteed by the statutes taking into account all the actuarial numbers including the contribution rates.  Mr. Conradi stated that South Carolina has a policy where there is a COLA but there is no build in of that into the contribution rate.  He further stated that the statute holds out the notion that the COLA goes away at the point the system becomes actuarially unsound.  

Governor Sanford commented that there seems to be a real disconnect and wanted to know what Mr. Conradi would suggest.  Mr. Conradi said the solution has to come from the legislature.  He said the legislature has to decide whether it can afford to fully guarantee COLAs and pay higher contribution rates.  He said that if the legislature cannot afford to do so a compromise would need to be worked out.  Mr. Conradi stated that he did not have a recommendation on whether to fully guarantee COLAs because that is a policy decision.  

Governor Sanford asked Mr. Conradi what would be his recommendation to overcome the disconnect based on what he has seen other states do so that the Board is not caught in a political box.  Governor Sanford said that he thinks that what past Boards did was irresponsible.  Governor Sanford asked when did the COLA disappear from the calculation.  Mr. Eckstrom responded that it disappeared in 1996 and whoever sat in Governor Sanford’s chair was told it was not a good idea to remove the COLA from the calculation.  Mr. Conradi stated that his recommendation is for a legislative solution and that the legislature has to decide what to do.  He said the calculation is included now because when the 30-year limit is reached the COLA will go away and is not fully guaranteed under the statute.  Governor Sanford commented that is an absurd premise and no one would think it was a real premise.  Mr. Eckstrom commented that the last time the 30-year limit was approached the Board was able to deal with the situation in a non-economic manner.  Mr. Eckstrom stated that the Board simply changed some of the assumptions to get the unfunded liability down, which had no economic impact on the plan at all.  He said that he believes that is most inappropriate for the Board as Trustees to continue that methodology.  He stated the Board is faced with a dilemma that worsens by the year and the only way to correct it is for more funding of the South Carolina Retirement System and the Police Officer Retirement System.  He said the question he has is how much funding and that the answer turns on how much COLA is guaranteed. 

Senator Leatherman stated that his opinion is that under the current statute the Board has no choice but to grant the COLA.  He said that if the General Assembly wants to change that that is its prerogative.  He said that he hears Mr. Eckstrom saying the Board should protect the COLA, but that the Board cannot do so because it is up to the General Assembly to decide how much funding to provide, when to fund, and what the formula is.  Senator Leatherman said it is his opinion that this is public policy the Board cannot alter.  Mr. Eckstrom said he agrees with Senator Leatherman and that his opinion is based on the fact that he is a Trustee and that they have an obligation to speak out for the system, even though they are powerless to do anything other than to speak out. 

Governor Sanford asked if the State went to the 14% or 17% contribution rate, how many new state dollars would that mean going into the Retirement System.  Mr. Conradi said that total employer dollars would mean $600 million for a year.  He noted that the COLA covered all future retirees not just current retirees.  Mr. Conradi commented that he believes it is the intent of the Retirement Systems staff to authorize an experience study next year or the following year to review the assumptions.  Ms. Boykin stated that is a decision the Board does need to make.  She stated that it is time to have an experience study conducted after the June 30, 2003, valuation.  Governor Sanford asked what was an experience study.  Ms. Boykin stated that every five years the actual experience of the System is reviewed and is compared to the assumptions the Board last adopted to determine if the assumptions need to be revised in any way.  Governor Sanford asked whether it would take an experience study to find out whether there was $600 million to additionally fund the retirement system.  Ms. Boykin stated the experience study would provide an idea of whether the assumptions need to be revised.  Governor Sanford asked Ms. Boykin whether the assumptions should be revised based on what she knows.  She responded that she thought the assumptions would need to be revised slightly, but that no great revision is needed.  She advised that revising assumptions might offset one another, but that every five years an experience study needs to be conducted.  She said that she does not expect to see a tremendous difference in the recommendations based on the experience study.

Governor Sanford further asked whether employees presently working in the system had any other choice but this system.  Ms. Boykin stated that new employees do.  She said a new employee can choose whether they want to be a member of the defined benefits plan or they can choose a defined contribution plan that is similar to a 401(k) plan.  She said the optional retirement program has been available to state employees for about 18 months and that 5% or less of new employees are signing up for the optional plan.  Governor Sanford commented that this is a mousetrap for state retirees and that legislative solutions should include some other viable options.  Ms. Boykin said that has been a big change for South Carolina and that many states have looked at the issue but have not moved in that direction.  

Governor Sanford asked how much would the number be brought down if all new employees were to go to a defined contribution plan.  Mr. Eckstrom said that it would not have any affect because the number is based upon service performed to date by current employees and the existing retiree base.  Mr. Conradi stated that the implications of moving all future employees into a defined contribution plan are relatively complicated.  He said that there would be a loss of payroll in this plan because future employees who would earn money and on whose behalf contributions would be made would not be in this plan.  He stated that the 17% may then not be adequate as a percentage of compensation for people in the defined benefit plan.  

In further discussion Mr. Harrell asked whether the $6 billion and $600 million Mr. Conradi talked about included teachers and county and local government employees, not just all state government employees.  Mr. Conradi said that Mr. Harrell was correct.  Mr. Harrell commented that if the legislature decided to raise the contribution rate at the state level the increase would affect every county, city, and school district as well.  Mr. Conradi said that he does not know how school funding works in South Carolina and whether the legislature would be on the hook to improve funding for the schools or not.
Governor Sanford asked where does the State go from this point given that moving forward will take the State from an actuarial imbalance of 21 to 24 years and increase the unfunded liability by $300 million.  He stated that this is a mousetrap and he gives Mr. Eckstrom credit for raising this issue.  He said that for whatever reason the past chairman of the Board in 1996 and other people closed their eyes to what is going on here.  He said that is a real disservice to state employees, teachers, and all the others.  Governor Sanford said he wanted to give credit to Mr. Eckstrom for raising the issue of what is going on mathematically with the system and that there is a crisis looming two to three years out with the retirement system if nothing is done to change the system.  He said that it is a legislative issue that has to be dealt with next year.  
Governor Sanford asked whether any of the Retirement System staff had any recommendations to resolve the issue.  Ms. Boykin said that from what she has seen of states that have moved from a totally defined benefits plan to a defined contribution plan there is tremendous cost incurred by moving the contributions coming into the defined benefits plan, even though that may reduce costs significantly out into the future.  She said that the defined benefits plan has to be maintained for the current participants throughout their career and their retirement.  She recommended that the systems’ actuaries do a study on South Carolina’s retirement system to see what those costs would be.  She further stated that she would be surprised if the move from a defined benefit to a defined contribution plan did not incur a short term significant cost.  She said that she thinks in the future more individual bands of employees may choose a defined contribution plan, but that would not have a short term affect.  
Governor Sanford asked Ms Boykin if she was saying that with regard to actuarial balance the news is bad and is destined to get worse no matter which step is taken.  Ms. Boykin responded the statute indicates that the COLA must be granted unless the system is at or beyond 30 years.  She said the General Assembly sets the rates at which employees contribute to the system and the Board sets the rate at which employers contribute to the system.  She said if the General Assembly were to guarantee any portion of the COLA then the Board would be required to set the funding at such a level to provide for the benefits.  
Mr. Fusco suggested that the Board members appoint a representative to a committee to address all of their concerns and come back to them with a better picture of what the possibilities are. Mr. Harrell and Dr. Carter agreed that would be a good idea.  Mr. Fusco also asked when could an updated experience study be done.  Ms. Boykin replied that it would take several months to prepare an experience study.  Mr. Fusco said it would be good to have the experience study done in time for the December Board meeting.  Mr. Harrell said that Ways and Means would be working on the budget around that time and that November would be better in case there was a recommendation.  Mr. Harrell said that senior staff should get together and let them know what is feasible in terms of putting together a recommendation as soon as it can be done.
Ms. Boykin noted that Sam Griswald, representing the state retirees, said that there were other legislative options such as changing other benefits and taking a look at the TERI plan.  She said that whatever change in structure the General Assembly set for a benefit structure the Board would have to deal with it as far as funding.  Governor Sanford commented that some have said the reporting of the COLA balance was moved off the table so that TERI and 28-year retirement could be passed and did not show the real cost of the new additions to the system.  He asked what would it have cost TERI from an actuarial standpoint.  Mr. Eckstrom replied the TERI cost around $700 million and that 28-year retirement cost approximately the same.

Governor Sanford further commented that he resents the fact that past administrations have left in their laps a ticking time-bomb from the standpoint of actuarial imbalance with something as significant as people’s retirement.  He said that is what has happened with the way the numbers have been obfuscated and the formula changed.  He said that it does a great disservice to a lot of hard working state employees.

Upon a motion by Mr. Harrell, seconded by Mr. Eckstrom, the Board accepted the valuations for the four Retirement Systems and received as information the pro forma analysis by the plan actuary reflecting the actuarial impact of guaranteeing the funding for future cost of living increases for retirees.

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

Retirement Division:  Cost-of-Living Adjustment (Regular Session Item #1)

A cost-of-living adjustment for retirees has been granted each year in accordance with the S. C. Code of Laws 9-1-1810 (1970), 9-11-310 (1974), and 9-8-90 (1980).  Code Section 9-1-1810 was amended in 1986 adding the sentence “Any increase in allowances after the first five increases shall become effective only if the additional liabilities on account of the increase in allowances do not require an increase in the total employer rate of contribution.”  On April 23, 1996, the Board approved an SCRS 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.”

Upon a motion by Mr. Harrell, seconded by Senator Leatherman, the Board, within the context of Code Sections 9-1-1810, 9-11-310, and 9-8-90, the South Carolina Retirement Systems Funding Policy, and supporting documents, considered and approved a cost-of-living adjustment (COLA) for retirees and beneficiaries covered under South Carolina Retirement Systems, Police Officers Retirement System, and non-spousal beneficiaries under Judicial Systems Retirement Systems and suspended for this year that portion of the Board Funding Policy dealing with COLAs and granted a 2.4% COLA effective July 1, 2003, for qualifying retirees and beneficiaries (those persons whose retirement was in effect July 1, 2002).

After the vote Governor Sanford stated that the magnitude of the this problem is significant.  He stated it would be his anticipation that legislative action would begin to address the problem.  He said if not he would be forced to vote no next year when the issue comes up again based on the State moving toward the 30-year limit.  He said does not want to go right to the 30-year limit because at that point the State is in real trouble.

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

Retirement Division:  Retirement Systems Claims Procedure (Regular Item #3)

The General Assembly enacted the South Carolina Retirement Systems Claims Procedure Act this legislative session.  Section 9-21-50(C) of the Act requires the Board to promulgate Claims Procedures in public session implementing the Claims Procedure Act.  The Claims Procedure provides an administrative mechanism for members and beneficiaries to resolve disputes with the Retirement Systems within one year of adverse decisions by the Retirement Systems.  The Claims Procedure Act takes effect on the later of July 1, 2003, or the adoption of procedures by the Board.

The Board pursuant to Code Section 9-21-50(C) adopted and enacted the South Carolina Retirement Claims Procedures to become effective July 1, 2003.

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

Medical University Hospital Authority:  Medical University Hospital Authority Short-Term Indebtedness (Regular Session Item #4)
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 Board.

The Medical University of South Carolina (MUSC) advises that audited financial statements reflect that for fiscal year ended June 30, 2002, net patient service revenues were $507,630,776.

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, 2002, 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 2003-2004 fiscal year, such renewal not exceeding six months.

Governor Sanford asked Dr. Raymond Greenberg, MUSC President, whether it is normal to finance working capital in this manner.  Dr. Greenberg responded that this is the renewal of a line of credit that the Authority has had since its creation.  He said that when the Authority was created it did not have much in terms of capital assets and at the time it had a line of credit over $30 million.  Dr. Greenberg stated that through the good guidance of Mr. Patterson the Authority has decreased the line of credit.  He stated that the Authority could probably operate largely without the line of credit today because of improved financial returns over the last two years.  He said that the problem is that revenues come into the hospital in a very uneven flow, particularly in disproportionate share payments.  He said that there is a six month gap from April to October when no payments are received.  He noted that this is a substantial amount of revenue and it is real hard to bridge that gap.  He said it is important to have the fund in the background.
Mr. Eckstrom asked is there a structure that can be taken off of the shelve and used again to limit issuance cost.  Bill Youngblood, bond counsel for the Authority, said that it is much like a “cookie cutter” type transaction.  Mr. Youngblood said that Mr. Patterson has been very good about limiting the issuance cost.


Upon a motion by Mr. Patterson, 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, 2002, 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 2003-2004 fiscal year, such renewal not exceeding six months.

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

Office of the Adjutant General:  Civil Contingency Request from the Emergency Management Division (Regular Session Item #6)
The Emergency Management Division of the Office of the Adjutant General is requesting authorization to use $30,046 of the Civil Contingency Fund for the purpose of creating a Secure Communications Room within the State Emergency Operations Center.  The Department of Homeland Security, Emergency Preparedness and Response is providing grant funding on a 25/75 basis for this project.  The estimated cost for the Secure Communication Room is $160,186.  Federal funds will provide $120,140.  The state share will be $40,046 with $10,000 provided by Emergency Management Division funds.

At present the Emergency Management Division does not have a secure area that provides the appropriate communications equipment for the Governor and other key government officials to discuss classified information with top-level federal officials.  The equipment and the facility would be available to any brand of state government provided the users possess the required security clearances.

Mr. Eckstrom and Governor Sanford asked for an explanation of this item.  John Palucci with the Emergency Management Division appeared before the Board on this matter.  He stated that they received several items of equipment from the federal government that gives them the capability to communicate in a secure mode with the federal government, state to state, or with law enforcement sensitive operations.  He stated that along with that equipment there is a requirement of a secure room for the equipment to be stored and used.  He said they received a federal grant for the construction cost of the room.  He commented that the cost of the room is $160,000 with the federal share being $120,000 and the state share is $40,000.
Governor Sanford said that $120,000 is a lot of money for a room for which you can buy a house and asked whether that seemed high.  Mr. Palucci replied that the cost of the 630 foot room is done to the specifications for the secure requirement.  Governor Sanford asked what happens if this is not done.  Mr. Palucci replied that the grant would be lost and they would lose the equipment.  Governor Sanford asked him whether the State really needed this.  Mr. Palucci responded that the secure room is needed.

Mr. Eckstrom asked whether there were construction specifications that had to be met.  Mr. Palucci said that there are construction specifications that have to be met.`


Upon a motion by Mr. Harrell, seconded by Mr. Patterson, the Board unanimously approved $30,046 of the Civil Contingency Fund to be used for matching funds for creation of a Secure Communications Room within the State Emergency Operations Center.

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

Future Meeting


The Board agreed to meet at 10:00 a.m. on Tuesday, August 5, 2003, in the Governor’s conference room in the Wade Hampton Building.

Executive Session 

The Board agreed to consider the following items, which had been published previously, in executive session, whereupon Governor Sanford declared the meeting to be in executive session:

1.  Executive Director


Economic Development (2003 Ceiling Allocations)

2.  Human Resources


Compensation (Agency Head Salary)

3.  Deferred Compensation

Appointments (Deferred Compensation 

        Commission


Commission)

4.  South Carolina State University
Legal Settlement (Hass v South Carolina State University  (98CP-40-2466 and 98CP-40-2380))

Report on Matters Discussed in Executive Session 


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

(a)
Executive Director:  Economic Development (2003 Ceiling Allocations) (E#1)


Upon a motion by Mr. Patterson, seconded by Mr. Harrell, the Board in accord with Code Section 1-11-500 et seq. and upon the recommendation of the Department of Commerce, granted the following tentative ceiling allocations from the local pool and deferred all remaining ceiling allocation requests until later in the calendar year:

1.
JEDA, Waste Management of South Carolina, Inc., (Dorchester, Jasper, Richland, and Spartanburg Counties), $15,000,000, prior to July 1 because the positive impact upon the State is of such significance that approval of the allocation prior to July 1 is warranted; and



2.
JEDA, Holcim (US) Inc., (Orangeburg County), $8,000,000

(b)
Human Resources:  Compensation (Agency Head Salary) (Ex. #2)

Upon a motion by Mr. Harrell, seconded by Mr. Patterson, the Board approved a salary for Dr. Andrew Hugine, Jr., as President of South Carolina State University of $135,000 as recommended by the Agency Head Salary Commission.

[Secretary’s Note:  Prior to the vote on this matter, Governor Sanford recognized former Chief Justice Ernest Finney, South Carolina State University board chairman Maurice Washington, and Dr. Hugine.]
Mr. Eckstrom commented that as the Comptroller General he is committing the full resources of his office to help Dr. Hugine work through some of the accounting problems that have been nagging the University for some time.  He noted that he received the University’s financial statements issued by its CPA and was concerned to see that half the document contained significant findings on control weaknesses and exceptions.  He said that he wanted pledge his support to work with the University to get past that kind of statement being issued.  He said that he would be coming down to talk them one on one.
(c)
Deferred Compensation Commission:  Appointments (Deferred Compensation Commission) (Executive Session #3)

Upon a motion by Senator Leatherman, seconded by Mr. Harrell, the Board appointed the following three persons as members to the Deferred Compensation Commission for a term of three years:    Dale M. Rhodes, Bob Toomey, and Joyce Green.

(d)
South Carolina State University:  Legal Settlement (Hass v. South Carolina State University (98-CP-40-2466 and 98-CP-40-2380)) (Executive Session #4)

Upon a motion by Mr. Patterson, seconded by Mr. Harrell, the Board reviewed and approved the proposed legal settlement in Hass v. South Carolina State University (98-CP-40-2466 and 98-CP-40-2380) pursuant to Code Section 11-1-45.

Adjournment

The meeting was adjourned at 10:55 a.m.

[Secretary's Note:  In compliance with Code Section 30-4-80, public notice of and the agenda for this meeting were posted on bulletin boards in the office of the Governor's Press Secretary and in the Press Room, near the Board Secretary's office in the Wade Hampton Building, and in the lobby of the Wade Hampton Office Building at 9:15 a.m. on Monday, June 16, 2003.]

