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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING

March 26, 2002             9:30 A. M.
The Budget and Control Board (the Board) met at 9:30 a.m. on Tuesday, March 26, 2002, in the Governor's conference room in the Wade Hampton Office Building, with the following members in attendance:

Governor James H. Hodges, Chairman;

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

Mr. James A. Lander, 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, Division Directors George Dorn, Joyce Green, and Peggy G. Boykin; General Counsel Joseph D. Shine; Governor's Executive Budget Coordinator Frank Rainwater; Governor’s Chief Legal Counsel Steve Bates; Deputy State Treasurer Sandy Agee; Assistant Comptroller General Michael Horton; Finance Committee Chief of Staff Robby Dawkins; Ways and Means Committee Chief of Staff Don Hottel; Board Secretary Delbert H. Singleton, Jr.; and other Board staff.  [Secretary’s Note:  The Board met immediately following a meeting of the Tobacco Settlement Revenue Management Authority, 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. Patterson, seconded by Senator Leatherman, the Board adopted the agenda as proposed for the Board meeting as the Trustees for the South Carolina State Retirement Systems.

State Retirement Systems Investment Panel:  Amendments to the FY 2001-02 Annual Investment Plan (Regular Session Item #1)

The State Retirement Systems Investment Panel (Panel) recommended an amendment to the FY 2001-02 Annual Investment Plan (AIP) to temporarily suspend additional contributions to Peachtree Asset Management, one of the managers in the Large Cap Growth strategy, and to invest any additional contributions that Peachtree would have allocated under the current funding schedule in the S&P 500 Index fund.

The Panel routinely reviews the equity investment managers for the South Carolina Retirement Systems.  The Panel reviews not only investment performance of the managers, but also various business aspects of the firms.  The Panel conducted a review at its meeting on February 20, 2002, and noted Peachtree’s highly concentrated client base relative to assets under management by the firm.  The Panel requested the investment consultant research issues relating to the firm and report its findings to the Panel.  The Panel also discussed additional funding to  Peachtree scheduled for the quarter beginning April 1, 2002.  Based upon the issues raised, the Panel recommended additional funding to Peachtree be temporarily suspended and that any contributions that would have been allocated to Peachtree under the current funding schedule be invested in the S&P 500 Index fund pending further inquiry.  The Panel proposed amendments to the AIP pursuant to S.C. Code Ann. §§9-16-320(A) and 9-16-340(B) that would implement the recommended adjustments to the funding schedule.  A memorandum providing additional information and proposed changes to the AIP was included as part of the agenda material for this item.

Panel Chairman Edward Pearlstine appeared before the Board on this matter along with Drew Carrington of William M. Mercer Investment Consulting, Inc.  Mr. Pearlstine noted that the evaluation is an ongoing process to look at all of the companies that are managing assets to make sure the Panel is comfortable with them.  Governor Hodges asked whether this was something that should have been known going into the relationship with Peachtree.  Mr. Carrington responded that the high concentration of Peachtree’s assets in its six largest accounts was known, but what was not known was that there was really only three decision makers.

Mr. Patterson asked Mr. Carrington whether they are constantly watching Peachtree’s operations.  Mr. Carrington responded that they do and that they report to the Panel every quarter concerning the assets that are under management.  Mr. Pearlstine commented that at every Panel meeting a firm comes in and talks about its business.  Mr. Patterson further asked whether the financial stability of the firms were reviewed on a regular basis to which Mr. Carrington responded that they are reviewed on a regular basis.

Senator Leatherman asked whether there were any potential problems with Peachtree that would cause the Board to take this action.  Mr. Carrington responded there was nothing on the horizon that gave them concern.  He indicated that the information that gave came to their attention was the discovery that two of Peachtree’s other large clients were clients of the same consulting firm, one being another state’s retirement plan.

Governor Hodges asked whether there was a way to require the firms to report when there was a material change in the client base.  Mr. Carrington stated that the contract with the firms require them to notify the State if clients leave.  He further stated that this is monitored on a regular basis.

Mr. Patterson asked whether the firms are being reviewed on a current basis.  He stated that he wanted to avoid an Enron situation.  Mr. Carrington stated that this is one of the managers and that all 14 managers are followed on real-time basis.

Mr. Lander inquired whether Peachtree out performed the rest of the managers during the dark financial days last year.  Mr. Carrington stated that they did and that during the fourth quarter Peachtree was up about 12%.  He said that this is not a performance problem but one concerning business concentration.  He stated that there is no loss of confidence in Peachtree.

Upon a motion by Mr. Patterson, seconded by Mr. Harrell, the Board, acting as Trustees for the State Retirement Systems, approved the amendments to the FY 2001-02 Annual Investment Plan as recommended by the Retirement Systems Investment Panel.

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

State Retirement Systems Investment Panel:  Amendments to the Statement of Investment Objectives and Policies for Emergency Procedures (Regular Session Item #2)
The Panel recommended that the Board adopt an amendment to the Statement of Investment Objectives and Policies (SIP) to provide a procedure to take immediate action to safeguard the assets of the South Carolina Retirement Systems (SCRS) under management of an outside investment management firm in emergency situations.

On December 13, 2001, the Board requested that the Panel review a proposed resolution to take appropriate action to protect pension funds from damage or loss due to rapid deterioration in the financial market, to develop procedures to address this concern, and to make recommendations to the Board at a subsequent meeting.  The Panel met on January 18, 2002, and February 20, 2002, to discuss various issues relating to emergency circumstances and appropriate actions that should be taken in those circumstances.  After thorough discussion and consideration, the Panel recommends that the Board adopt an amendment to the SIP pursuant to S.C. Code Ann. §9-16-50 to include a procedure to safeguard the assets of the SCRS in emergency situations.  Copies of the proposed amendment to the SIP were included as part of the agenda material for this item for reference. 

Mr. Shine presented the item to the Board.  Senator Leatherman asked whether the Panel or the Board would take any necessary action.  Mr. Shine responded that any investment decision has to be made by the Board.  He noted the emergency procedure is a process to get a recommendation to the Board quicker.  Mr. Shine stated that under the law investment decisions cannot be delegated.

Governor Hodges stated that he would be concerned about being able to meet with less than 24 hours notice.  Mr. Shine stated that under the Freedom of Information Act the Board could meet with less notice if the Board made a determination that an emergency exits.

Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board, acting as Trustees for the State Retirement Systems, approved the Retirement Systems Investment Panel’s recommended amendment to the Statement of Investment Objectives and Policies to incorporate Emergency Procedures.


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

Executive Session

Upon a motion by Mr. Harrell, seconded by Senator Leatherman, the Board, acting as Trustees for the Retirement System, agreed to consider the following item, which had been published previously, in executive session, whereupon Governor Hodges declared the meeting to be in executive session:

  1. State Retirement Systems Investment Panel
Legal Advice (Fiduciary Related Matters)

Report on Matter Discussed in Executive Session 


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


(a)
State Retirement Systems Investment Panel: Legal Advice (Fiduciary Related Matters) (Executive Session Item#1)

The Board received as information legal advice concerning fiduciary related matters with regard to the South Carolina Retirement Systems.

Adoption of Budget and Control Board Agenda 

Upon a motion by Senator Leatherman, seconded by Mr. Patterson, the Board adopted the Board agenda after making a technical correction to blue agenda item #4.

Minutes of Previous Meetings
Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board approved the minutes of the February 14, 2002, Budget and Control Board meeting; acting as the Tobacco Settlement Revenue Management Authority, approved the minutes of the February 14, 2002, Authority meeting; and approved the minutes of the March 1, 2002, Budget and Control Board meeting.
Blue Agenda 

Upon a motion by Mr. Patterson, seconded by Senator Leatherman, 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 assignment of bond counsel for conduit issues and other revenue issues and special assignment of bond counsel for which board approval was requested:

CONDUIT ISSUES:

	Description 

of Issue
	Agency/Institution 

(Borrower)
	Borrower’s 

Counsel
	Issuer’s 

Counsel

	$19,000,000 WUREF Development, LLC
	South Carolina Jobs-Economic Development Authority
	Haynsworth Sinkler Boyd
	McNair Law Firm


OTHER REVENUE ISSUES:

	Description of Issue
	Agency/Institution
	Approved Bond Counsel

	$2,000,000 Revenue Refunding Bonds, Series 2002
	Lander University
	McNair Law Firm

	$6,000,000 Revenue Bonds, Parking Facilities
	University of South Carolina
	Parker Poe Adams & Bernstein

	Revenue Bonds/BAN, Housing Facilities, amount to be determined
	University of South Carolina
	Parker Poe Adams & Bernstein

	$117,500,000 Guaranteed Student Loan Revenue Bonds
	State Education Assistance Authority
	McNair Law Firm


SPECIAL ASSIGNMENT OF BOND COUNSEL:

	Description of Issue
	Agency/Institution
	Approved Bond Counsel

	No Debt Issue--SRF and SIRF Loans Provided to Local Governments
	Budget and Control Board, Office of Local Government
	Nexsen Pruet Jacobs & Pollard



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

Division of Legal Services and Grants:  Nuclear Waste Disposal Assessments for State Agency and Reimbursement and Atlantic Compact Commission Budget (Blue Agenda Item #2)

Act 357 (2000), 48-46-60(B) South Carolina Code of Laws, requires the Board to impose a surcharge per unit of waste received at the Barnwell facility to cover expenses of the Board and the Public Service Commission that are associated with implementing their responsibilities under the Act.  The law provides that the operator remit these fees to the Board in accordance with the Board’s directions.  The estimated budget for fiscal year 2002 is approximately $577,934.  Because of uncertainties associated with waste volumes, it is proposed that collections be assessed at the rate of $30 per cubic foot, up to a maximum of $580,000.  This should allow for collection of the entire amount during the first half of the fiscal year.   This budget is a 10% reduction from last year’s budget.

Section 48-46-60(C) provides that the Atlantic Compact Commission shall advise the Board at least annually of the Compact Commission’s costs and expenses.  To cover these costs the Board shall impose a surcharge per unit of waste received at the Barnwell facility.  The disposal site operator shall collect and remit these fees to the Board in accordance with the Board’s directions, and the Board shall remit the fees to the Compact Commission.  At its March 12, 2002, meeting, the Atlantic Compact Commission approved a budget for fiscal year 2003 of $191,000.  The Compact proposes to continue the current assessment of $4 per cubic foot for fiscal year 2003.  This will be adequate to cover projected expenses if the Barnwell site receives at least 48,000 cubic feet of waste. Any excess funds received under this authorization will be allocated to the Compact’s post-2008 funding account. This interest-bearing account will provide funding for Compact expenses after 2008, when the volume received at Barnwell will decline significantly.   

The Board approved a resolution directing the Barnwell disposal site operator to remit funds to cover state agency expenses of the Budget and Control Board and the Public Service Commission under section 48-46-60(B); and approved a resolution establishing a Compact Commission surcharge for fiscal year 2003 of $4 per cubic foot on waste disposal at Barnwell.

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

Division of Legal Services and Grants:  Adoption of Fiscal year 2003 Rates for Disposal of Atlantic Compact Waste and Authorization to Import Waste from Outside the Atlantic Compact Region (Blue Agenda Item #3)

The Board is responsible for establishing rates for the disposal of radioactive waste at the state-owned Barnwell facility, and for authorizing importation of waste from outside the Atlantic Compact region.  These authorities and responsibilities include:

(a)
“The board shall adopt a maximum uniform rate schedule for regional generators...” [48-46-40(A)(2)]

(b)  “In March of each year the board shall adjust the rate schedule based on the most recent changes in the most nearly applicable Producer Price Index published by the Bureau of Labor Statistics as chosen by the board, or a successor index.”  The maximum uniform rate schedule is a permanent ceiling on disposal rates that can be charged to regional generators.  [48-46-40(A)(4)]  

(c)  “The Board may at any time...adjust the disposal rates or the relative proportions of the individual components that constitute the overall rate schedule...Rates adjusted in accordance with this section...may not exceed initial disposal rates set by the board pursuant to subsection (2).” [48-46-40(A)(3)]

(d)  “The board shall authorize the importation of nonregional waste into the region for purposes of disposal at the regional disposal facility in South Carolina so long as nonregional waste would not result in the facility accepting more than 70,000 cubic feet in fiscal year 2003.”  [48-46-40(A)(6)(a)]

Staff recommends that the Board take the following actions:  

1.
Adopt the annual cost of cost of living adjustment to the maximum uniform rate schedule for Atlantic Compact waste.  The Producer Price Index indicates a decrease of 4.2 percent in the most applicable category, Chemical and Allied Industries (Industry Grouping 28). 

2. Adopt a temporary rate schedule for Atlantic Compact waste that will cover the period from today through June 30, 2002.  The proposed temporary rate schedule is identical to the fiscal year 2002 maximum uniform rate schedule now in place.  The purpose of this is to delay implementation of the new rates so that it coincides with the beginning of the new fiscal year.

3. Direct that staff take steps to ensure that Atlantic Compact region generators do not pay disposal rates that are higher than the rate schedule for non-regional generators. 

4. Adopt the attached resolution which directs and authorizes importation of waste from outside the Atlantic Compact region not to exceed the statutory limit of 70,000 cubic feet in fiscal year 2003.


The Board adopted a decrease in the maximum uniform rate schedule for Atlantic Compact waste of 4.2 percent; (2) adopted a temporary rate schedule for Atlantic Compact waste for the period from today through June 30, 2002, that is identical to the fiscal year 2002 maximum uniform rate schedule; (3) directed staff to take steps to ensure that Atlantic Compact generators do not pay disposal rates that are higher than the rate schedule for out-of-region generators; (4) and adopted a resolution which directs and authorizes the importation of waste from outside the Atlantic Compact region not to exceed the statutory limit of 70,000 cubic feet in fiscal year 2003.

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

Division of Legal Services and Grants:  Adoption of Fiscal Year 2003 Rate Schedule for Disposal of Radioactive Waste from Outside the Atlantic Compact Region (Blue Agenda Item #4)

The Board is responsible for establishing rates for the disposal of radioactive waste at the state-owned Barnwell facility.  The Board is authorized to adopt a separate rate schedule for waste from outside the Atlantic Compact region.  If no such rate schedule is adopted, then the maximum uniform rate schedule for Atlantic Compact waste is applied to non-Atlantic Compact waste.  [48-46-40(A)(6)(b) and (c)].

Staff recommended that the Board continue the current fiscal year 2002 non-Atlantic Compact disposal rate schedule for fiscal year 2003.  The effect of this would be to freeze disposal rates for out-of-region waste for next year.  If the Board elects not to adopt a specific rate schedule for out-of-region waste, then under South Carolina law out-of-region rates will be the same as Atlantic Compact rates.  Because of a decline in this applicable producer price index for this category, this would result in a decrease of 4.2 percent in out-of-region disposal rates.

The Board approved the continuance of fiscal year 2002 disposal rate schedule for non-Atlantic Compact waste in fiscal year 2003 as recommended by the Division of Legal Services and Grants.

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

General Services:  Easements (Blue Agenda Item #5)


The Board approved the following easements in accordance with Code Sections 1-11-80, 1-11-90, and 1-11-100:

	a.
	County Location:
	Greenville County

	
	From:
	Budget and Control Board

	
	To:
	Western Carolina Regional Sewer Authority

	
	Consideration:
	$1.00

	
	Description/Purpose:
	To install, operate and maintain an effluent diffuser line into the Saluda River.


	b.
	County Location:
	Charleston and Berkeley Counties

	
	From:
	Budget and Control Board

	
	To:
	Commissioners of Public Works of the City of Charleston

	
	Consideration:
	$1.00

	
	Description/Purpose:
	To install, operate and maintain a water transmission main across the Cooper River.


	c.
	County Location:
	Berkeley County

	
	From:
	Budget and Control Board

	
	To:
	Commissioners of Public Works of the City of Charleston

	
	Consideration:
	$1.00

	
	Description/Purpose:
	To install, operate and maintain a water transmission main across Beresford Creek.


	d.
	County Location:
	Charleston County

	
	From:
	Budget and Control Board

	
	To:
	Commissioners of Public Works of the City of Charleston

	
	Consideration:
	$1.00

	
	Description/Purpose:
	To install, operate and maintain a water transmission main across Shipyard Creek.


The Board also concurred and acquiesced in granting the following easements in accordance with Code Section 10-1-130:

	a.
	County Location:
	Charleston County

	
	From:
	The Citadel

	
	To:
	Charleston County School District

	
	Consideration:
	$10.00

	
	Description/Purpose:
	To grant a perpetual easement for reciprocal parking rights for the mutual benefit of both parties.


	b.
	County Location:
	Horry County

	
	From:
	Department of Parks, Recreation and Tourism

	
	To:
	Grand Strand Water and Sewer Authority

	
	Consideration:
	$5.00

	
	Description/Purpose:
	To install, construct, operate, test and maintain a Backflow Prevention Device on property of Myrtle Beach State Park.


	c.
	County Location:
	Charleston County

	
	From:
	Patriots Point Development Authority

	
	To:
	Commissioners of Public Works of the Town of Mt. Pleasant

	
	Consideration:
	$5.00

	
	Description/Purpose:
	To grant a perpetual easement for the construction, location, installation, operation, maintenance, repair and replacement of water and sewer lines, together with the right of ingress and egress.




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

General Services:  Group 40 Capital Improvement Bond Draw Schedule (Blue #6)


State agencies and institutions have rescheduled their capital improvement bond draw requests for Priority Group 40 (January – June 2002) and after, based on December 31, 2001 balances.  The bond draw schedule includes agencies’ rescheduling of bond funds for all authorizations through 2000. Agencies drew $55.3 million in Group 39 (July – December 2001), or 42.0% of the $131.6 million requested for draw.  In rescheduling their draws at this time, agencies are requesting authority to draw $133.4 million in Group 40, with remaining funds scheduled for draw in future periods.


Under Code Section 2-47-35, no project authorized in whole or in part for capital improvement bond funding may be implemented until funds can be made available and until the Joint Bond Review Committee, in consultation with the Board, establishes priorities for the funding of the projects.  The schedule includes two Group 40 “new start” projects funded in the 2000 Bond Act, which agencies and institutions are requesting authority to begin under this code section.  These projects are listed as an attachment.


The Board was specifically asked to approve the following actions:

1. Approve the release of Group 40 capital improvement bond funds in the amount of $133.4 million.

2. Approve the release of two Group 40 “new start” projects, as included in the agenda materials.

3. Approve the future draws of all Group 40 projects until such time as another rescheduling is done by the agencies and approved by the Board.  The next rescheduling is anticipated to occur in late August for approval by the Board shortly thereafter.


The Group 40 Bond Draw Schedule was approved by the Joint Bond Review Committee at its meeting on March 19, 2002.


The Board approved the release of Group 40 capital improvement bond funds in the amount of $133.4 million, approved two Group 40 “new start” projects, and approved future draws for all Group 40 projects until the next rescheduling is approved.

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

General Services:  Increase in Agency Real Property Lease Procurement Exempt Amount from $10,000 to $25,000 (Blue Agenda Item #7)

South Carolina Code Section 1-11-55 requires all state agencies to procure leases of non-state owned real property through the Board’s General Services Division, acting as the state’s single central broker.  Pursuant to Regulation 19-447.1000, the Board may grant exemptions from its leasing procedure.

On October 22, 1985, the Board granted an exemption to state agencies from the real property leasing procedure requirements for non state-owned property for leases that commit less than $5,000 in a single fiscal year.  This allowed agencies to procure small leases without going through General Services’ process.  In June 1990, the Board increased this exemption level to $10,000 for all agencies.  In November 1995, the Board granted colleges and universities an exempt level of $25,000. 

General Services requested that the Board increase the lease procurement exemption for all agencies to $25,000 so that, under this level, they may procure leases without using the Board’s process.  For agencies, this would simplify the acquisition of small amounts of office space and storage space. Consistent with current procedures, agencies would still be required to report any exempt procurement to the Leasing Unit of General Services. 

An exempt level of $25,000 will result in a change of status from standard to exempt for 57 existing leases.  Thirteen new leases in the $10,000-25,000 range have been procured in the last two calendar years.  Most of these are for office space of between 1,000 and 2,000 square feet.


The Board increased the real property lease procurement exemption for all agencies from $10,000 to $25,000 as recommended by General Services.

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

General Services:  Permanent Improvement Projects (Blue Agenda Item #8)


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

(a) Summary 7-2002:  Item 1.  Adjutant General


Project:
9685, Clark’s Hill – 32 Person Barracks Facility Construction


Request:
Establish project and budget ($300,000 Federal funds) to construct a 3,500 square foot, 32-person barracks facility at the Clark’s Hill Training Site located in McCormick County.  The facility construction will be of metal stud wall, floor and roof truss system.  The exterior wall will be brick wainscot with a raised seam metal roof system.  (See Attachment 1 of agenda materials for additional annual operating costs.)

(b) Summary 7-2002:  Item 2.  B& C Board – General Services

Project:
9735, Employment Security Commission – Robert E. David Building Elevator Modernization

Request:
Establish project and budget ($50,000 Other, ESC funds) to begin design work for elevator modernization for the Robert E. David Building at Employment Security Commission. Work will include replacing elevator controllers, providing additional machine room lighting, and new pit ladders, and other various replacements and refurbishments.

(c) Summary 7-2002:  Item 3.  The Citadel

Project:
9567, Padgett-Thomas Barracks Replacement

Request:
Increase budget to $28,073,083 (add $16,036,000 Federal and Other, Auxiliary Maintenance Reserve and Citadel Barracks Maintenance Reserve funds) to construct the new 112,335 square foot Padgett-Thomas Barracks at The Citadel.  Funds will also be added to provide a required fire pump system.  CHE approval is contingent upon receipt of $1 million of other funds and grant award notification of $15 million of federal funds (See Attachment 2 of agenda materials for additional annual operating costs.)

(d) Summary 7-2002:  Item 4.  The Citadel

Project:
9572, Law Barracks Roof Replacement and Repairs

Request:
Increase budget to $860,000 (add $500,000 Other, Auxiliary Maintenance Reserve funds) to revise the scope at the Law Barracks to include interior painting, floor refinishing, ceiling and light fixture replacement, latrine mechanical system upgrade, and other miscellaneous work..

(e) Summary 7-2002:  Item 5.  The Citadel

Project:
9574, Deas Hall Renovation – Deferred Maintenance – Emergency Procurement

Request:
Increase budget to $1,960,000 (add $1,805,500 Other, Auxiliary Maintenance Reserve funds) to replace the roof, HVAC systems and windows, waterproof the exterior, and perform other miscellaneous interior repairs for Deas Hall at The Citadel.  (See Attachment 3 of agenda materials for annual operating cost savings.)

(f) Summary 7-2002:  Item 6.  Clemson University

Project:
9793, Fraternity Dormitories – Renovations (A&E Only)

Request:
Establish project and budget ($350,000 Other, Housing Improvement funds) to provide architectural and engineering services to develop a 10-year improvement plan for five fraternity dormitories at Clemson University.  The dormitories include Donaldson Hall, Bowen Hall, Wannamaker Hall, Bradley Hall, and Norris Hall.  All five buildings were designed and constructed more than 64 years ago in the style of military barracks.  The electrical systems are inadequate, rooms are small, privacy is limited, and service, social and study spaces are non-existent.

(g) Summary 7-2002:  Item 7.  College of Charleston

Project:
9586, Deferred Maintenance – Miscellaneous

Request:
Establish project and budget ($753,000 Other, Tuition funds) to address the College of Charleston’s deferred maintenance in areas such as transformer and elevator upgrades, porch and column repairs, and shutter replacements in various buildings on campus.

(h) Summary 7-2002:  Item 8.  College of Charleston

Project:
9587, 105 Wentworth Street Renovation

Request:
Establish project and budget ($300,000 Other, Tuition funds) to convert 105 Wentworth Street from a fraternity house to an educational and general use building at the College of Charleston. The building is in need of major structural and cosmetic repair.

(i) Summary 7-2002:  Item 9.  Coastal Carolina University

Project:
9511, School of Humanities and Fine Arts

Request:
Increase budget to $19,284,761.06 (add $800,000 Other, Private, Renovation Reserve and Parking funds) to provide funds to complete the construction of the 118,000 square foot School of Humanities and Fine Arts facility at Coastal Carolina University.

(j) Summary 7-2002:  Item 10.  Coastal Carolina University

Project:
9530, Multipurpose Athletic Facility

Request:
Increase budget to $8,200,000 (add $4,200,000 Institution Bond, Other, Private and Institutional Capital Project funds) to begin construction of the 60,000 square foot Multipurpose Athletic Facility at Coastal Carolina University.  The current plan is to complete the project in three phases as funding permits.  Phase I is the design and demolition of the existing football stadium.  Phase II is the construction of the Multipurpose Athletic Facility that will provide a press box, playing field and stands for football.  Phase III is the construction of an Athletic Field House in the north end zone of the football field but will be delayed until funding permits.  (See Attachment 4 of agenda materials for additional annual operating costs.)

(k) Summary 7-2002:  Item 11.  Coastal Carolina University

Project:
9531, Atlantic Center Renovation

Request:
Establish project and budget ($1,525,000 Capital Improvement Bond, Appropriated State, Other, County and Renovation Reserve funds) to renovate and refurbish the 74,191 square foot Atlantic Center facility at Coastal Carolina University.  The building was constructed in 1974 and houses several academic disciplines with the primary occupant being the University’s Center for Marine and Wetland Studies.  The initial work will include roof and mechanical systems replacements and will later address interior modifications to create additional laboratory and classroom space.

(l) Summary 7-2002:  Item 12.  Coastal Carolina University

Project:
9532, Kimbel Library Renovations

Request:
Establish project and budget ($500,000 Institution Bond funds) to convert classroom and office space that was occupied by the School of Humanities and Fine Arts on the second floor of the Kimbel Library facility into additional library space at Coastal Carolina University.  The additional space will accommodate library books and periodicals, as well as private study rooms for students.  The project also includes applying a new roof to 9,250 square feet of flat asphalt roof and refurbishing the interior of the first floor of the library facility.

(m) Summary 7-2002:  Item 13.  Francis Marion University

Project:
9541, Wind Hazard Mitigation Retrofit

Request:
Establish project and budget ($638,706 Other, FEMA and SC Emergency Preparedness funds) to apply high-impact safety and security film, roll-down or accordion shutters, and/or removable fixed panels to protect window and door openings against the effects of high velocity winds, such as hurricanes, at Francis Marion University.  Protective measures will be applied to Smith University Center, Rogers Library, Hyman Fine Arts Center, Cauthen Educational Media Center, and Stokes Administration Building.

(n) Summary 7-2002:  Item 14.  Lander University

Project:
9515, Chipley Hall HVAC Replacement

Request:
Establish project and budget ($550,000 Other, Housing Revenue funds) to replace the existing steam radiators with console water source heat pumps to provide heating and air conditioning for Chipley Hall at Lander University.  A cooling tower, heat exchanger, pumps, piping, and electrical work will be included to complete the system.  Chipley Hall was constructed in 1925 and retains its original steam radiator heating system with no air conditioning provided in student rooms.  Due to these limitations, occupancy is generally only about 60% of its 106-student capacity.  (See Attachment 5 of agenda materials for additional annual operating costs.)

(o) Summary 7-2002:  Item 15.  Medical University


Project:
9673, Children’s Research Institute Construction

Request:
Increase budget to $30,240,000 (add $2,000,000 Federal, National Institutes of Health and National Center for Research Resource Grant funds) to include grant funds awarded to construct the Children’s Research Institute (CRI) at the Medical University.  The proposed increase will complete the 7th floor of the CRI in addition to retrofitting a portion of the 7th floor of the Basic Sciences Building (BSB).  The work will include the construction of five animal holding room suites, a laboratory suite and associated support spaces, and the installation of additional structural supports beneath the 7th floor of the BSB to support the additional facilities created on the floor above.

(p) Summary 7-2002:  Item 16.  Technical & Comprehensive Education

Project:
9845, Lowcountry – Buildings 6 and 8 Renovation

Request:
Establish project and budget ($1,524,000 Other, Local funds) to renovate Buildings 6 and 8 at the Technical College of the Lowcountry.  Building 6 currently houses the College’s administrative offices and two distance learning classrooms.  The office space will be renovated to provide two additional classrooms that will be used exclusively for the Distance Learning program.  Administrative offices will be consolidated in Building 8.  Building 8 is currently out of service due to its condition and lack of compliance with ADA standards.  (See Attachment 6 of agenda materials for additional annual operating costs.)

(q) Summary 7-2002:  Item 17.  Department of Natural Resources


Project:
9836, Horry – Cherry Grove AIWW Landing Construction


Request:
Establish project and budget ($185,333 Other, Horry County Treasurer funds) to construct a boat landing facility on SCDOT right-of-way at Cherry Grove to lessen the overcrowding of a nearby launch facility and provide safe, easy access at all tidal stages to the Atlantic Intracoastal Waterway.  This facility will consist of a double lane boat ramp, paved parking, an aluminum courtesy dock and other related items or amenities and will meet all local, state and federal and ADA requirements.

(r) Summary 7-2002:  Item 19.  Department of Natural Resources

Project:
9834, Chester – Catawba/Wateree Land Acquisition (Landsford Canal)

Request:
Increase budget to $2,960,000 (add $2,945,000 Federal funds) to purchase three parcels of undeveloped land totaling approximately 1,049 acres located in Chester County to protect them from development, retain the land in traditional forest use for both community and environmental values, and provide public access for suitable recreational uses.

(s) Summary 6-2002:  Item 19.  USC – Columbia

Project:
9921, 1600 Hampton Street Complex Acquisition

Request:
Establish project and budget ($19,600,000 Institution Bond, Parking Revenue Bond and Other, USC Asbestos Trust funds) to purchase approximately 7.535 acres of land with three buildings known as the BellSouth Headquarters complex.  The acquisition includes the eight-story 1600 Hampton Street office building (253,234 square feet), the adjacent five-story parking garage (253 spaces), and the adjacent three-story annex building (31,359 square feet).  Funds are also included for necessary renovations.

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

General Services:  Property Transactions (Blue Agenda Item #9)


The Board approved the following property acquisitions:

	(a)
	Agency:
	Department of Natural Resources

	
	Acreage:
	1,049± acres

	
	Location:
	Northeast of Fort Lawn on the west side of Landsford Canal State Park

	
	County:
	Chester County

	
	Purpose:
	To preserve bluffs, bottomland forest and wetlands adjacent to Landsford Canal State Park.

	
	Appraised Value:
	$4,045,000

	
	Price/Seller:
	$2,900,000/Crescent Resources, LLC

	
	Source of Funds:
	Federal

	
	Project Number:
	P24-9834

	
	Environmental Study:
	Approved

	
	Additional Annual Op Cost/SOF:
	No additional annual operating costs are anticipated.

	
	Approved By:
	JBRC on 3/19/02


	(b)
	Agency:
	Department of Mental Health

	
	Acreage:
	3.0± acres

	
	Location:
	On Executive Drive in Greer

	
	County:
	Greenville County

	
	Purpose:
	To be the site of a satellite office serving the Greer and Taylors areas.

	
	Appraised Value:
	$246,000

	
	Price/Seller:
	$195,000/George M. Zimmerman

	
	Source of Funds:
	Capital Improvement Bonds and Medicaid Funds

	
	Project Number:
	J12-9679

	
	Environmental Study:
	Approved

	
	Additional Annual Op Cost/SOF:
	Construction of a satellite clinic is estimated at $1.2 million and will be funded from CIB Funds.  No additional annual operating costs are anticipated due to moving from leased space.

	
	Approved By:
	JBRC on 3/19/02


	(c)
	Agency:
	University of South Carolina

	
	Acreage:
	7.5± acres

	
	Location:
	1600 Hampton Street in Columbia

	
	County:
	Richland County

	
	Purpose:
	To acquire needed administrative space and parking.

	
	Appraised Value:
	$10,900,000

	
	Price/Seller:
	$6,900,000/BellSouth Telecommunications, Inc.

	
	Source of Funds:
	Institution Bonds and Parking Revenue Bonds

	
	Project Number:
	H27-9921

	
	Environmental Study:
	Approved

	
	Additional Annual Op Cost/SOF:
	Asbestos abatement and finish put back, minimal renovations and communication costs are estimated at 
$9.8 million and will be funded from Institution Bonds and the USC Asbestos Trust Fund.  Additional annual operating costs are estimated at $1,375,000 and will be paid from state funds and student fees.

	
	Approved By:
	CHE on 1/10/02; JBRC on 2/12/02



The Board approved of the following property conveyances:

	(a)
	Agency:
	Greenville Technical College

	
	Acreage:
	.07± acres

	
	Location:
	At the intersection of Cleveland Street and South Pleasantburg Drive in Greenville

	
	County:
	Greenville County

	
	Purpose:
	To provide for road improvements near Greenville Technical College.

	
	Appraised Value:
	N/A

	
	Price/Transferred To:
	Donation/City of Greenville

	
	Approved By:
	CHE on 3/6/02; JBRC on 3/19/02


	(b)
	Agency:
	Patriots Point Development Authority

	
	Acreage:
	10.33± acres to be conveyed and .37± acre granted as an easement

	
	Location:
	On Patriots Point Boulevard in Mt. Pleasant

	
	County:
	Charleston County

	
	Purpose:
	To provide for improvements including the widening and redesign of Patriots Point Boulevard.

	
	Appraised Value:
	N/A

	
	Price/Transferred To:
	N/A / Town of Mt. Pleasant

	
	Approved By:
	N/A

	
	Additional Information:
	The transfer of 10.33± acres and the granting of an easement over an additional .37± acre are needed in order to satisfy the Authority’s portion of an assessment required by the municipal improvement district created to make improvements to Patriots Point Boulevard.


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

General Services:  Reporting of Previously Approved Real Property Transaction and Leases (Blue Agenda Item #10)

The following transactions were reported as information pursuant to the Board’s procedures approved on May 12, 1998, for real property transactions and June 18, 1998, for real property leases.  The General Services Division received no objections from any Board members on these transactions.

I.
Sale by Myrtle Beach Air Force Base Redevelopment Authority

Sale of approximately 1.5 acres of land known as Block 3B and a 3,600 square foot building by the Myrtle Beach RDA to CORE Services, LLC, for $260,000, for use as the company’s headquarters, as described more fully in the letter of February 12, 2002, to all Board members (copy included in the agenda materials).

II. 
Lease by the Forestry Commission

Lease of approximately 2 acres of land and a tower residence in Georgetown County by the Forestry Commission to Mr. Billy Moore for a term of one year with annual renewals and annual rent of $3,600, as described more fully in the letter of March 1, 2002, to all Board members (copy in the agenda materials).

III. 
Lease by the Forestry Commission

Lease of approximately 2 acres of land and a tower residence in Barnwell County by the Forestry Commission to Barnwell County for a term of five years and in lieu of rent, the County will waive all county environmental and waste management fees to the Commission, as described more fully in the letter of March 5, 2002, to all Board members (copy in the agenda materials).

IV. 
Lease by the Forestry Commission

Lease of approximately 2 acres of land and a tower residence in Jasper County by the Forestry Commission to Mr. Ben Adams for a term of five years with the option to renew for five additional years and annual rent of $3,600, as described more fully in the letter of March 5, 2002, to all Board members (copy included in the agenda materials).

The Board received as information a Reporting of Previously Approved Real Property Transaction and Leases by the Myrtle Beach Air Force Base Redevelopment Authority (sale of approximately 1.5 acres of land) and the Forestry Commission (three leases).

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

Human Resources:  Department of Health and Environmental Control – Educational Leave (Blue Agenda Item #11)

On September 14, 1999, the Board approved a request from the Department of Health and Environmental Control (DHEC) to grant 20 hours of paid educational leave per week to four nurses in the Pee Dee Health District who were pursuing Masters of Science in Nursing/Family Nurse Practitioner degrees.  Up to that point, DHEC had granted tuition assistance and allowed the nurses to use adjusted work schedules to attend classes; however, the degree program requires clinical practicums that must be completed during the nurses’ normal work hours.  The paid leave allowed the nurses to work 20 hours a week and still meet the requirements of the program.  As a requirement of participating, the nurses agreed to stay with DHEC for two years after attainment of the degree.  Three of the four nurses actually participated and all are currently holding leadership positions in the district.  DHEC requested approval from the Board for a 3-year pilot program to grant paid educational leave to nurses pursuing a Masters of Science in Nursing/Nurse Practitioner degree.  Currently, DHEC would like to give one nurse 15 hours of paid educational leave per week.  The Office of Human Resources (OHR) is also requested delegated authority to make revisions to this pilot program that do not substantially alter the fundamental components of the approved program.

Section 8-1-190 of the South Carolina Code of Laws states that, notwithstanding other provisions of law, the Board is authorized to enter into pilot programs with individual agencies or groups of agencies in order to create innovation in State Government.

The Board approved the Department of Health and Environmental Control’s request for a 3-year pilot program to grant paid educational leave to nurses pursuing a Masters of Science in Nursing/Nurse Practitioner degree and delegated authority to OHR to make revisions to this pilot program that do not substantially alter the fundamental components of the approved program.

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

Human Resources:  Francis Marion University Modified Work Schedule Pilot Program (Blue Agenda Item #12)

Section 8-1-190 of the South Carolina Code of Laws was revised to provide that the Board is authorized to enter into pilot programs to create innovations in State Government.  Section 8-11-15 provides that an agency may vary an employee’s work schedule through the use of alternative scheduling strategies in order to meet an agency’s mission.  In accordance with the provisions in Section 8-1-190 and 8-11-15, Francis Marion University requested approval of a modified work schedule on a pilot basis which provides for a 4 ½ day workweek for the University to more closely mirror the summer class schedule.  By adopting a 4 ½ day workweek, Francis Marion also anticipates cost savings based on reduced use of utilities.  During the Summer I and II session of classes, offices at Francis Marion will be open for business from 8:00 a.m. to 5:30 p.m., Monday through Thursday and 8:00 a.m. to 11:30 a.m. on Friday.  Employees will continue to work 37.5 hours per week on the 4 ½ day workweek.

The Board approved Francis Marion University’s request for a three-year pilot program which provides for a 4 ½ day workweek during the Summer I and II sessions of classes.

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

Human Resources:  Sales Incentive Pay Plans for the Department of Commerce and Educational Television (Blue Agenda Item #13)

On February 10, 1998, the Board approved a three year pilot program allowing the Department of Commerce to implement a Sales Incentive Pay Plan for the Global Business Development Division.  The Department of Commerce completed the third year of its pilot program in 2001, and subsequently received approval from the Budget and Control Board at the March 27, 2001 meeting, for a three (3) year continuation of the pilot program.  

On June 29, 1999, the Board approved a three year pilot program allowing Educational Television (ETV) to implement a Sales Incentive Pay Plan for underwriters and underwriting managers.  ETV has completed its second year of the pilot program.

An annual assessment of each program was to be reported to the Board beginning in March of each year.  The agenda materials contained supporting documents outlining the assessment of these pilot programs.

The Board received as information the assessment results regarding Sales Incentive Pay Plans for the Department of Commerce and Educational Television.

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

Human Resources:  Tuition Assistance for State Employees (Blue Agenda Item #14)

On January 12, 1993, the Budget and Control Board authorized OHR to establish guidelines regarding the tuition assistance program in accordance with State Human Resources Regulation 19-710.07. Pursuant to that meeting, guidelines for a statewide tuition assistance program were developed and approved by the Board on September 15, 1993. These guidelines expand tuition assistance for state agencies in order to develop a workforce more responsive to service needs.  On July 8, 1997, the Board approved revisions to the tuition assistance guidelines that included the addition of time limited project positions, an exception clause, and other minor changes.  The Board approved an additional revision to increase the number of academic credit hours payable through tuition assistance from four to six hours at the November 4, 1997 Board meeting. 

In response to customer feedback, OHR requested several revisions to the tuition assistance guidelines.  The revisions would give employees participating in a tuition assistance program more options on the institutions and programs that are covered; allow employees who are receiving other educational or scholarship funds to be eligible to participate in a tuition assistance program; and include other minor changes for clarification.

The Board approved the revisions to the tuition assistance guidelines as recommended by the Office of Human Resources.

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

Procurement Services Division:  Procurement Certifications (Blue Agenda Item #15)

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

a.
Horry-Georgetown Technical College (local funds only):  goods and services, $30,000*, consultant services, $30,000*; information technology, $30,000* (*Total potential purchase commitment whether single-or multi- year contracts are used.); 

b. Health and Environmental Control:  annual term contracts for drugs, pharmaceuticals, biologicals for human use, contraceptives, biochemicals and biochemical research, $3,000,000 maximum of all such contracts combined*; annual term contracts for hospital sundries and germicides, $1,700,000 maximum of all contracts combined*; all other goods and services, 200,000 per commitment*; consultant services, $50,000 per commitment*; information technology, $100,000 per commitment 

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

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

Procurement Services Division:  South Carolina Membership in the Minnesota Multi-State Contracting Alliance for Pharmacy (Blue Agenda Item #16)

The Minnesota Multi-state Contracting Alliance for Pharmacy (MMCAP) is a group of state agencies and nonfederal governmental units that are eligible to obtain pharmaceuticals and allied supplies and services using contracts established with pharmaceutical manufacturers and vendors.  MMCAP is the largest Group Purchasing Organization in the nation with 39 states plus the City of Chicago participating.  The Minnesota Department of Administration, Materials Management Division, administers MMCAP.  There is no membership fee to participate in MMCAP.  

The Materials Management Office (MMO) has evaluated MMCAP and plans to join under authority granted by the Board on November 4, 1997, through an exemption from the Consolidated Procurement Code.  Based on current SC contract costs for pharmaceuticals and flu vaccine as compared to MMCAP pricing, the MMO anticipates first year savings of approximately $868,813 by joining MMCAP.  We expect comparable or greater savings to accrue in subsequent years.  

There should be minimal to no actual effect on South Carolina pharmaceutical vendors.  Further, prime vendor pharmaceutical proposals to the State of South Carolina opened in February 2002, with no proposals received from South Carolina vendors.  

MMCAP competitively solicits the requirements for pharmaceuticals and prime vendors in a manner very similar to that of the State of South Carolina.

The Board received as information the Materials Management Office’s executive summary concerning the State’s participation in the Minnesota Multi-state Contracting Alliance for Pharmacy.

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

Department of Social Services:  Engagement of Legal Counsel in Child Support Enforcement System Matter (Blue Agenda Item #17)

The Department of Social Services (DSS) requested authority from the Board to engage Nexsen, Pruet, Jacobs & Pollard to support the state as it secures the goods and services related to the development and implementation of the statewide automated child support enforcement system and state disbursement unit.  This firm will provide all necessary legal services associated with the development, implementation, and certification of the statewide system and the state disbursement unit.  Services would include but not be limited to preparation of documents and negotiations related to contractual relationships, and representation of the state in any related litigation or disputes.

DSS requested the following rates for the engagement.  These are the rates the Board approved for Nexsen, Pruet, Jacobs, & Pollard on August 10, 2000, in the Unisys matters.  

1.  $150.00 per hour for partners primarily involved and lesser rates for other

attorneys working on these files;

2.  $75.00 per hour for paralegal work; and

3.  $35.00 per hour for project assistance and information systems personnel



The Board approved the following hourly rates for legal services of Nexsen, Pruet, Jacobs & Pollard, LLP, for work on the Child Support Enforcement System matter:

1.  $150.00 per hour for partners primarily involved and lesser rates for other attorneys working on these files;


2.  $75.00 per hour for paralegal work; and

3.  $35.00 per hour for project assistance and information systems personnel.

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

Executive Director:  Revenue Bonds (Blue Agenda Item #18)


The Board adopted the following proposals to issue revenue bonds:


a.
Issuing Authority:
Cherokee County

Amount of Issue:
$6,500,000 Variable Rate Industrial Development Revenue Bonds


Allocation Needed:
-0-

Name of Project:
Newark Electronics Division of D-A Lubricant Company, Inc.

Employment Impact:
N/A

Project Description:
N/A

Bond Counsel:

William M. Musser, McNair Law Firm, P.A. 

(Exhibit 20)


b.
Issuing Authority:
Georgetown County

Amount of Issue:
$50,000,000 Environmental Improvement Revenue Refunding Bonds


Allocation Needed:
-0-


Name of Project:
Georgetown Mill of International Paper Company

Employment Impact:
N/A

Project Description:
refunding of issuer’s $50,000,000 Georgetown County Pollution Control Revenue Refunding Bonds, 1992 Series A (International Paper Company Project) issued to refinance the costs of the acquisition and construction of certain pollution control facilities at the Georgetown Mill

Bond Counsel:

Ernest G. Wilson, McGuire Woods, L.L.P.

(Exhibit 21)


c.
Issuing Authority:
Sumter County

Amount of Issue:
$4,500,000 Special Source Revenue Note


Allocation Needed:
$4,500,000



Name of Project:
Biopure Corporation and Sumter Realty Group, L.L.C.

Employment Impact:
total employment approximately 185

Project Description:
a facility to be used primarily to manufacture oxygen therapeutic Hemopure® and other products, which facility is to be located in Sumter County

Bond Counsel:

April Lucas, Nexsen, Pruet, Jacobs & Pollard, L.L.P.

(Exhibit 22)


Information relating to this matter has been retained in these files and is identified as Exhibits 20 through 22, respectively.

Board of Economic Advisors:  Revenue Briefing (Regular Session Item #1)
The Board received a briefing regarding the current fiscal year’s revenue trends.  The Board also discussed the State’s current budgetary situation.  Appearing before the Board were Jim Bradley, chairman of the Board of Economic Advisors (BEA), and Les Boles, Budget Director for the Board.

Mr. Boles advised the Board that the BEA had recently revised the revenue estimates by $92 million for this fiscal year.  He stated that the BEA has lowered its estimate twice for a total of $402 million revenue shortfall.  He stated that there are a number of open ended accounts that could total up to $27 million.  He noted that to date the Board had reduced the capital reserve in the entire amount of $100 million and employed a mid-year cut of 4% on agencies that totaled $304.8 million.  He stated that that leaves the State with a shortfall of $124.5 million.  Mr. Boles stated that would be a 2.5% to 2.6% across the board budget cut.

Mr. Bradley stated that the estimate was cut by $92 million because the BEA does not think the shortfall will exceed that amount.  He said that it is anticipated that sales taxes will come up $20 million short, individual income taxes about $60 million short, and corporate about $30 million short for a net of a $92 million shortfall.  He stated that last month he hoped February’s figures would show gains over last year or over the projected path.  He noted that the February figures came in below last year’s by $25 million.  

Governor Hodges asked Mr. Bradley what the BEA was projecting for next year.  Mr. Bradley stated the BEA has not changed next year’s estimate and based it on a 4.1% growth rate over what was projected in November 2001.  Mr. Patterson asked what was the nation growth rate.  Mr. Bradley replied that fourth quarter GDP growth rate was revised from a +2% to +1.4% growth rate.  He stated the growth rate for the State is for revenues to grow 5½% over last spring.  Mr. Patterson said he does not see the State making estimate.  Mr. Bradley indicated he thought the State would make the 5½% growth rate, but he cannot guarantee that. 

Governor Hodges stated that the Board should cut the budget by 1% and sequester 1.6% with very specific items that will need legislative action to try and achieve the $76 million that will be necessary to make up the difference between the cut and the sequestered amount.  He suggested refinancing of the tobacco bonds and use the available long term care funds from Barnwell which is in the range of $72 million.  He said that those two items are more than enough to make up the $76 million.  He noted that both of those suggestions would require legislative action and that if they were not approved the Board would have to consider a 2.6% cut.  He further stated that immediately next year he would begin an orderly payment schedule to payback the Barnwell fund. Governor Hodges said that at this point the State cannot withstand having a 2% to 3% cut without having substantial pain to education and healthcare and without having layoffs or furloughs in a number of agencies.

Senator Leatherman said whatever action is taken is going to be painful for everyone and that none of them relish further cuts in agencies and the educational system.  He proposed that the Board institute a 1.5% budget cut, use $25 million from the Barnwell fund, and $25 million from the general reserve fund.  He said that it grieves him to go into the general reserve fund, but that it would be worse to take 2.6% from agencies and education.

Mr. Harrell said that it will be incredibly difficult for school districts to deal with a 2.6% cut.  He said that he would prefer the smaller cut except that he is concerned about the Board not being able to get whatever funding needed.  He said he is certainly willing to talk to the House leadership and membership to get the $25 million or more from Barnwell especially to help soften the impact on school districts.

Mr. Patterson said it is essential that the State end the year with a balanced budget.  He said that if that did not happen the State would be down graded by the bond rating agencies which will cost the State millions of dollars in interest.  He suggested that $50 million out the Barnwell funds would be palatable to the people of the State.

Mr. Lander said that last year the Board went into the general reserve fund and that was sanctioned by the bond agencies because the general reserve funds  are rainy day funds.  However, he stated that to do it twice in a row weakens the State considerably.  He said that he would prefer to leave the general reserve fund as it is.

Senator Leatherman said that based on what he has heard he would agree that the general reserve fund should not be disturbed.  He then proposed a cut of 1.5% and to use $50 million from the Barnwell fund.  Governor Hodges said that he thought 1.5% was to high and that he would rather see the Board take more from the Barnwell fund.  

Governor Hodges asked whether the sequestering act had to be taken now and asked if none of the proposals worked out would the sequestering become a cut.  Mr. Fusco concurred that would be the case.  Senator Leatherman said if an action is taken to sequester, that will guarantee money will not come from the Barnwell fund.  Governor Hodges said that the Board has to do it to lay the options out concerning what the legislature should consider.

Mr. Harrell asked whether an action would have to be taken to restore what was sequestered.  Mr. Patterson said if the money is sequestered it is gone.  Mr. Fusco advised the Board that a sequestration of funds will become a cut once time runs at end of the fiscal year.

After further discussion about the affect of sequestering funds and using funds from Barnwell, Governor Hodges proposed that the Board immediately adopt cuts of 1% and for the balance sequester those funds with recommendations to the legislation to consider refinancing of the tobacco bonds and take up to the full amount available in the Barnwell long term care fund.  Mr. Lander asked that the motion be amended to take into consideration the potential of an additional $20 million from the tax relief trust fund.  Governor Hodges added that he would suggest the 1.6% figure be adjusted up or down based upon the final certified figures for revenue. 

Senator Leatherman again expressed concern that tobacco bonds are being considered as part of the solution.  Governor Hodges said if it would help to reach a resolution he would remove mention of the tobacco bonds from his motion.  Mr. Harrell said the real point of the Governor’s motion is to sequester 1.6% and then give the legislature the opportunity to address the situation.  Governor Hodges said that he just wanted to let others know that there are other options than transferring the 1.6% into a cut.  Mr. Patterson said that the Board needs to leave the meeting with the message that it took action to balance the budget.  Governor Hodges said that what Senator Leatherman and Mr. Harrell have suggested will accomplish that.

Governor Hodges further suggested to amend his motion to provide for a 1% cut and sequester an amount of 1.6% with adjustments made based upon the final numbers Mr. Lander provides on the open ended funds.  Mr. Patterson said the Board needs to recognize that open ended funding causes problems.

Upon a motion by Governor Hodges, seconded by Senator Leatherman, the Board approved an across-the-board reduction of general fund appropriations of 1% for all agencies, except where prohibited by proviso, and approved an across-the-board sequestration of 1.52% general fund appropriations of all agencies, except where prohibited by proviso; and directed that the sequestered funds be placed in special accounts established by the Comptroller General; and authorized that a proportionate amount of the sequestered funds be restored to the agencies, should the General Assembly identify additional revenue sources for the general fund.

[Secretary’s Note:  The 1.52% is the sequestered amount adjusted downward based on figures provided by the Comptroller General.]

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

Lander University:  $2,000,000 Lander University Higher Education Facilities Revenue Refunding Bonds, Series (Regular Session Item #2)


The Board was asked to adopt a resolution to provide for the issuance and sale of $2,000,000 Lander University Higher Education Facilities Revenue Refunding Bonds, Series 2002.  The bonds will be used to prepay the Series 1992 Note which was authorized to raise moneys to finance the cost of acquiring and renovating certain housing facilities.


Upon a motion by Mr. Lander, seconded by Mr. Harrell, the Board adopted a resolution to provide for the issuance and sale of not exceeding $2,000,000 Lander University Higher Education Facilities Revenue Refunding Bonds, Series 2002.

Information relating to this matter has been retained in these files and is identified as Exhibit 24.

University of South Carolina:  Not to Exceed $8,400,000 General Obligation State Institution Bonds, Series 2002A Issued on Behalf of the University of South Carolina (Regular Session Item #3)


The Board was asked to adopt a resolution to provide for the issuance and sale of not to exceed $8,400,000 General Obligation State Institution Bonds issued on behalf of the University of South Carolina, Series 2002A.  The proceeds from the bond issuance will be used to provide a portion of the costs of acquiring and renovating the BellSouth building and to pay costs of issuance of the bonds.


Upon a motion by Mr. Patterson, seconded by Mr. Harrell, the Board adopted a resolution to provide for the issuance and sale of not to exceed $8,400,000 General Obligation State Institution Bonds issued on behalf of the University of South Carolina, Series 2002A.

Information relating to this matter has been retained in these files and is identified as Exhibit 25.

College of Charleston:  Not Exceeding $12,000,000 College of Charleston Higher Education Facilities Revenue Bonds, Series 2002A; and Not Exceeding $14,000,000 College of Charleston Higher Education Facilities Revenue Refunding Bonds, Series 2002B (R#4)

The Board was asked to adopt a resolution to provide for the issuance and sale of Not Exceeding $12,000,000 College of Charleston Higher Education Facilities Revenue Bonds, Series 2002A; and Not Exceeding $14,000,000 College of Charleston Higher Education Facilities Revenue Refunding Bonds, Series 2002B.  The College has identified a number of projects that would be suitable candidates for revenue bond financing.  The College has concluded negotiations for the acquisition of an existing 244-bed student housing facility known as the Kelly House, which will continue to be used as a student housing facility.  The College has also been advised that there would be a substantial debt service savings available by refunding $12,600,000 of an original $20,010,000 College of Charleston Housing and Auxiliary Facilities Revenue Refunding Bonds, Series 1992A.

Upon a motion by Mr. Harrell, seconded by Mr. Patterson, the Board adopted a resolution to provide for the issuance and sale of Not Exceeding $12,000,000 College of Charleston Higher Education Facilities Revenue Bonds, Series 2002A; and Not Exceeding $14,000,000 College of Charleston Higher Education Facilities Revenue Refunding Bonds, Series 2002B.

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

Future Meeting


The Board agreed to meet at 9:30 a.m. on Tuesday, May 7, 2002, in the Governor’s conference room in the Wade Hampton Building. 

Executive Session 

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

Economic Development (2002 Ceiling Allocations)

2.  Human Resources

Agency Head Compensation (Horry-Georgtown Technical College)

  3. Executive Director

Appointment (Deferred Compensation Chairman)

  4. Retirement Division

Appointments (Deferred Compensation Commission)

Report on Matters Discussed in Executive Session 


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

(a) Executive Director:  Economic Development (2002 Ceiling Allocations) (Executive Session Item #1)




Upon a motion by Mr. Patterson, seconded by Senator Leatherman, 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, Compact Air Products, LLC, (Oconee County), $3,000,000; and





2.
JEDA, Rock-Tenn Converting Company, (Anderson County), $2,500,000;

(b) Human Resources:  Agency Head Compensation (Horry-Georgetown Technical College) (Executive Session Item #2)



Upon a motion by Mr. Harrell, seconded by Mr. Patterson, the Board approved a salary of $122,265 for Mr. H. Neyle Wilson as the President of Horry-Georgetown Technical College as recommended by the Agency Head Salary Commission.


(c)
Executive Director:  Appointment (Deferred Compensation Commission Chairman (Executive Session  Item #3)



Upon a motion by Mr. Patterson, seconded by Mr. Harrell, the Board appointed Peggy G. Boykin as Chairman of the Deferred Compensation Commission.


(d)
Retirement Division:  Appointments (Deferred Compensation Commission) (Executive Session Item #4)



Upon a motion by Mr. Harrell, seconded by Senator Leatherman, the Board reappointed Harry Tom Cone and Roland Windham, Jr. to serve as members of the Deferred Compensation Commission.

Adjournment

The meeting was adjourned at 12:05 p.m.

[Secretary's Note:  In compliance with Code Section 30-4-80, public notice of and the agenda for this meeting were posted on bulletin boards in the office of the Governor's Press Secretary and in the Press Room, near the Board Secretary's office in the Wade Hampton Building, and in the lobby of the Wade Hampton Office Building at 3:15 p.m. on Friday, March 22, 2002.]

