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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING


March 6, 2007             9:30 A. M.
The Budget and Control Board (Board) met at 9:30 a.m. on Tuesday, March 6, 2007, in the Governor's conference room in the Wade Hampton Office Building, with the following members in attendance:

Governor Mark Sanford, Chairman;

Mr. Thomas Ravenel, State Treasurer;

Comptroller General Richard Eckstrom;

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

Representative Daniel T. Cooper, Chairman, Ways and Means Committee.


Also attending were Budget and Control Board Executive Director Henry J. White, Chief of Staff William E. Gunn and Division Directors Rich Roberson and Jim Bryant; Acting General Counsel Steve Van Camp; Governor’s Budget Director Kevin Kibler; Deputy State Treasurer Ed Evans; Comptroller General’s Chief of Staff Nathan Kaminski, Jr.; Senate Finance Committee Budget Director Mike Shealy; Ways and Means Committee Chief of Staff Beverly Smith; Board Secretary Delbert H. Singleton, Jr., and other Budget and Control Board staff.  [Secretary’s Note:  The Board met immediately following a meeting of the State Educational Facilities Authority for Private, Nonprofit Institutions of Higher Learning, the members of which are the Budget and Control Board members, ex officio.]  

Adoption of Agenda for Budget and Control Board
Upon a motion by Mr. Eckstrom, seconded by Mr. Ravenel, the Board adopted the Budget and Control Board agenda after amending the agenda to carry over regular session item #2.
Minutes of Previous Meeting


Upon a motion by Mr. Eckstrom, seconded by Senator Leatherman, the Board approved the minutes of the January 30, 2007, Budget and Control Board meeting; acting as the Tobacco Settlement Revenue Management Authority, approved the minutes of the January 30, 2007, Authority meeting; and, acting as the Educational Facilities Authority for Private, Nonprofit Institutions of Higher Learning, approved the minutes of the January 30, 2007, Authority meeting.
Blue Agenda


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

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

The Board approved the following notification of the assignment of bond counsel for issuer’s counsel for conduit issues and special assignment of bond counsel for which Board approval was requested:  

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

	Description 

of Issue
	Agency/Institution 

(Borrower)
	Borrower’s 

Counsel
	Issuer’s 

Counsel

	$31,000,000 The Episcopal Church Home
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	Parker Poe Adams & Bernstein

	$8,000,000 SDB Properties, LLC
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	Howell & Linkous

	$8,000,000 Innovative Fibers, Inc.
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	Parker Poe Adams & Bernstein

	$4,500,000 Ra-Bo-Nette Properties, LLC
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	Nexsen Pruet


SPECIAL ASSIGNMENT OF BOND COUNSEL:

	Description of Issue
	Agency/Institution
	Approved Bond Counsel

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



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

Office of State Budget:  Group 50 Capital Improvement Bond Draw Schedule (Blue Item #2)

State agencies and institutions have rescheduled their capital improvement bond draw requests for Priority Group 50 (January - June 2007) and after, based on December 31, 2006, bond balances.  The bond draw schedule includes agencies’ rescheduling of bond funds for all capital improvement bond authorizations.  Agencies drew approximately $10.4 million in Group 49 (July - December 2006), or 24.98% of the $41.8 million requested for draw.  In rescheduling their draws at this time, agencies requested authority to draw $40.3 million in Group 50, 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 Board was specifically asked to approve the following actions:

1) 
Approve the release of Group 50 capital improvement bond funds in the amount of $40.3 million.

2) 
Approve the future draws of all Group 50 projects until such time as another rescheduling is done by the agencies and approved by the Budget and Control Board.  The next rescheduling is anticipated to occur in late July 2007 for approval by the Board shortly thereafter. 

The Group 50 Bond Draw Schedule was approved by the Joint Bond Review Committee at its meeting on February 28, 2007.  
The Board approved the release of Group 50 capital improvement bond funds in the amount of $40.3 million and approved future draws for all Group 50 projects until the next rescheduling is approved.

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

Office of State Budget:  Real Property Acquisitions (Blue Agenda Item #3)

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

	(a)
	Agency:
	Department of Natural Resources

	
	Acreage:
	The remaining 41% undivided interest in 13,280± acres, known as the Hamilton Ridge Tract

	
	Location:
	South of SC Secondary Highway 20 on the Savannah River west of Garnett, adjoining DNR’s Webb Wildlife Center

	
	County:
	Hampton County

	
	Purpose:
	To protect wildlife habitat and eight miles of river frontage.

	
	Appraised Value:
	$25,250,000

	
	Price/Seller:
	$9,635,000 for  the remaining 41% interest / The Conservation Fund and The Nature Conservancy

	
	Source of Funds:
	Federal (US Fish and Wildlife Service and National Oceanic and Atmospheric Administration) grants and Other, Heritage Land Trust Funds

	
	Project Number:
	P24-9892

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	Additional annual operating costs of $25,000 will be paid from Heritage Trust management funds, timber revenue, and federal funds.

	
	Current Year Property Tax:
	$50,999

	
	Approved By:
	JBRC on 2/28/07

	
	Additional Information:
	The total purchase price is $23.5 million.  DNR completed the purchase of a 59% undivided interest in 2006.  The remaining 41% interest will now be purchased with the availability of federal grant funds and additional Heritage Land Trust funds.


	(b)
	Agency:
	Forestry Commission

	
	Acreage:
	15.65± acres to be received in exchange for 13.52± acres of Forestry Commission property in an equal value exchange.

	
	Location:
	Adjacent to the Sandhills State Forest near Patrick

	
	County:
	Chesterfield

	
	Purpose:
	To enhance the Forestry Commission’s ability to manage Sandhills State Forest by creating a more definitive property line around the forest.

	
	Appraised Value:
	$29,750 for both parcels

	
	Price/Seller:
	N/A - This is an equal value exchange / George Catoe, Hartsville

	
	Source of Funds:
	N/A

	
	Project Number:
	P12-9595

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	None

	
	Current Year Property Tax:
	$69

	
	Approved By:
	JBRC on 2/28/07

	
	Additional Information:
	The Forestry Commission will exchange an equal value of land for a slightly larger tract that will allow the agency to enhance management of the Sandhills State Forest.  In addition, title to all property held in a state agency or department name has been transferred to the State under the control of the Budget and Control Board.  These properties must be titled to the State of South Carolina.


Mr. Eckstrom commented that the appraisal report indicates a number of conditions and concerns and environmental hazards for this item.  He asked for a report on whether the houses have been mitigated.  He said a phase one inspection was done a year ago that hi-lighted a number of areas of concern and then a re-inspection was done.  Emily Cope with DNR said that those have been cleared up and they have received a follow-up letter from the gentleman who performed the environmental assessment that gave them a clean bill of health.  Mr. Eckstrom asked for a copy of the letter to be circulated.  


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

General Services Division:  Easements (Blue Agenda Item #4)
The Board approved the following easements in accordance with SC Code of Laws Sections 1-11-80, 1-11-90, 1-11-100 and 10-1-130 as recommended by the General Services Division: 

	(a)
	County Location:
	Clarendon County

	
	From:
	Budget and Control Board

	
	To:
	City of Turbeville

	
	Consideration:
	$4,330.00

	
	Description/Purpose:
	To grant a 3.83 acre easement and a 20’ temporary construction easement for the construction of water and wastewater lines along the perimeter of the Turbeville Correctional Institution property to serve the I-95 Mega Industrial Park Site.


	(b)
	County Location:
	Richland County

	
	From:
	Budget and Control Board

	
	To:
	South Carolina Electric and Gas Company

	
	Consideration:
	$1.00

	
	Description/Purpose:
	To grant a 0.65 acre easement over the Catawba Street property for the relocation of an overhead electric line at the request of the University of South Carolina to accommodate the construction of USC’s baseball stadium.



The Board also concurred and acquiesced in granting the following easement in accordance with SC Code of Laws as requested by the General Services Division:

	
	County Location:
	Richland County

	
	From:
	University of South Carolina

	
	To:
	South Carolina Electric and Gas Company

	
	Consideration:
	$1.00

	
	Description/Purpose:
	To approve the grant of a 77 square foot easement over USC property off Williams Street for the relocation of an overhead electric line to accommodate the construction of USC’s baseball stadium.



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

General Services Division:  Granting a Canal Front Lease and Temporary Construction License to the City of Columbia (Blue Agenda Item #5)

The City of Columbia proposed a Canal Front park along the east bank of the Columbia Canal, from Gervais Street to Hampton Street beside the EdVenture and the Columbia Mills buildings on property owned by the state and the City of Columbia.  The park will include a lower promenade along the canal, an upper promenade and a terraced lawn, sloped lawn and landscaping.  The improvements on state property will consist of landscaping, access steps and a handicap access ramp.  This will be a small segment of the Greenway planned to extend from Granby Park on the south along the Congaree and Saluda Rivers to I-26 crossing of the Saluda on the north, a distance of approximately 12 miles.  The lease will be a 25 year lease.  The City will also require a temporary construction license for a portion of the roadway during construction.  


Governor Sanford asked what the consideration was for the 25-year lease.  Mr. Roberson said that the consideration is a nominal cost of one dollar.  Governor Sanford also asked what the value of the asset was to which Mr. Roberson replied the value is to the State Museum and the Confederate Relic Room.  Mr. Roberson said that the lease will allow improvements to be made to the area that will make it attractive for public access and will help increase the number of people that come to the State Museum and the Confederate Relic Room.  


Mr. Eckstrom asked how many acres are involved in the lease.  Mr. Roberson responded that there is a little more than an acre involved in the lease.  In response to a question from Mr. Ravenel, Mr. Roberson stated that the dimensions of the property are about 40 feet at the narrow point and 160 at the wide point.  


Governor Sanford said that there is no sense of the value of the property that is being leased for a dollar.  Mr. Roberson said that the same thing was done with Edventure which was part of this project.  Mr. Roberson further stated that they have negotiated a lease for parking area from the City of Columbia that is located in the rear of the State Museum.  Governor Sanford said that is not his question but rather he wanted to get a sense of the value of the property for which an easement [sic] would be given.  Mr. Roberson responded that he can have the property appraised, but that it is so narrow that he does not know how usable it is.  He said that if it were level ground like the one on the other side of the State Museum it would bring a high price.  Wayne Rush with General Services commented that the parking area the State will receive from the City of Columbia is two acres of level land and is usable for parking.


Mr. Eckstrom asked about the status of the property inventory report and whether property like the one in question would show up on the inventory.  Mr. Roberson said that the property would show up on the report.  He also said that the project is ongoing and the project is on schedule to be completed and rolled out in September 2007.  He stated that the module has been developed and that the Mental Health property is being tested and that DHEC’s property will be loaded and tested shortly afterwards.  Mr. Eckstrom asked what the magic is with regard to Mental Health and DHEC.  Mr. Roberson commented that the data base has to be developed and then tested by bringing properties into it.  


Governor Sanford asked why lease the property for one dollar a year for 25 years rather than selling it.  Mr. Roberson said that there is a Board policy not to lease for more than 25 years and that they wanted to dovetail the lease with the Edventure lease so that they would expire at approximately the same time.  Governor Sanford continued by saying that from a State perspective it is relatively sloppy to do the dollar a year leases for 25 years without giving a sense of the value that is being given away to other governmental agencies.  

The Board authorized the construction license and the 25 year Canal Front lease between the City of Columbia and the State of South Carolina with annual renewals unless terminated by either party.

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

Local Government:  Grant Requests (Blue Agenda Item #6)
The Office of Local Government advised the Board of the following grant requests:

a.
Grantee:


Lexington County

Grant Request:


$300,000
Purpose/Description:

Lexington County will develop the Saxe Gotha Industrial Park located near the intersection of I-26 and I-77.  The 500 acre park will require all normal infrastructure, both on-site and off-site, including:  water, sewer, and roads.  Funds are requested to assist with the construction of off-site water/sewer requirements.

Project Impact:

Completion of the project will provide a suitable industrial park for Lexington County to attract new industry.

            Cost of Project:



$5,686,600

OLG Recommendation:


$300,000   Lexington County will provide the balance.

b.
Grantee:


Fairfield County/Mitford Water District

Grant Request:


$125,000
Purpose/Description:

The project consists of the construction of approximately 15,000 LF of 10 inch water main and appurtenances to the site of Carolina Adventure World (CAW).  CAW is a 2,600 acre destination for outdoor, extreme sports and ATV/motocross enthusiasts.  

Project Impact:

Completion of the project will provide the water requirements for the first phase of Carolina Adventure World, create 47 jobs and provide potable water to 20 homes on Camp Welfare Road in the Mitford Community.

            Cost of Project:



$510,500

OLG Recommendation:


$125,000   Fairfield County, SC DOC-CCED, and Fairfield Electric Cooperative will provide the balance necessary to complete the project.
The Board approved the following grant requests as recommended by the Office of Local Government:  Lexington County, $300,000; and Fairfield County/Mitford Water District, $125,000.

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

Executive Director:  Revenue Bonds (Blue Agenda Item #7)
The Board approved the following proposals to issue revenue bonds:

a.
Issuing Authority:
Newberry County

Amount of Issue:
$2,400,000 Hospital Revenue Bonds 

Allocation Needed:
-0-

Name of Project:
Newberry County Memorial Hospital

Employment Impact:
n/a

Project Description:
certain improvements and renovations to hospital facilities, including acquisition of certain additional equipment

Bond Counsel:
Kathleen Crum McKinney, Haynsworth Sinkler Boyd, P.A.


(Exhibit 7)

b.
Issuing Authority:
Spartanburg County

Amount of Issue:
$1,000,000 Special Source Revenue Bond

Allocation Needed:
-0-

Name of Project:
Liberty Property Limited Partnership Project

Employment Impact:
unknown

Project Description:
infrastructure, including roads, utilities, drainage and the like, in connection with the establishment of a business and industrial park
Bond Counsel:
Robert S. Galloway, III, Haynsworth Sinkler Boyd, P. A.


(Exhibit 8)

c.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$6,000,000 Economic Development Revenue Bonds ($6,000,000 previously approved)

Allocation Needed:
$6,000,000 (approved January 30, 2007)

Name of Project:
ARE Holdings, LLC/Appalachian Engineered Floors, Inc. and Standard Plywoods, Incorporated

Employment Impact:
keep 275 jobs; add 45 new jobs in 12 months and 80 in 24 months

Project Description:
manufacture of engineered hardwood flooring

Note:
private sale for public distribution thereafter

Bond Counsel:
Kathleen Crum McKinney, Haynsworth Sinkler Boyd, P.A.

(Exhibit 9)

d.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$2,000,000 Economic Development Revenue Bonds

Allocation Needed:
$2,000,000

Name of Project:
Bondtex, Inc.

Employment Impact:
keep 39 jobs in SC and add 11 within 24 months

Project Description:
custom lamination of polyurethane foam to fabrics for use in various components from automobile seating to orthopedic medical support to juvenile car seats, etc.

Note:
private sale for public distribution thereafter

Bond Counsel:
Kathleen Crum McKinney, Haynsworth Sinkler Boyd, P.A.

(Exhibit 10)

e.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$31,000,000 Health Facilities Revenue Bonds ($33,000,000 previously approved); ($31,000,000 refunding involved)

Allocation Needed:
-0-

Name of Project:
The Episcopal Church Home

Employment Impact:
323 (235 FTEs) Maintenance

Project Description:
refunding of obligations issued by SC JEDA in 2003

Note:
negotiated private sale

Bond Counsel:
F. Mitchell Johnson, Haynsworth Sinkler Boyd, P. A.

(Exhibit 11)

f.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$8,540,000 Economic Development Revenue Bonds

Allocation Needed:
$8,540,000

Name of Project:
Innovative Fibers, LLC

Employment Impact:
32 people in 12 months and 35 people in 24 months

Project Description:
manufacture of specialty polyester fiber for the home furnishings and automotive industries

Note:
private sale for public distribution thereafter

Bond Counsel:
Kathleen C. McKinney, Haynsworth Sinkler Boyd, P.A.

(Exhibit 12)

g.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
Not Exceeding $140,000,000 Hospital Revenue Bonds ($140,000,000 previously approved)

Allocation Needed:
-0-

Name of Project:
Palmetto Health Alliance

Employment Impact:
maintain 7,100 jobs and create 109 new jobs

Project Description:
finance the cost of the acquisition, construction, renovation and equipping of certain health care facilities of Palmetto Health Alliance, including without limitation the construction and equipping, of an approximately 145,000 square foot building located at 7 Medical Park Drive, Columbia, to be used as a children’s hospital, renovations at Palmetto Richland memorial Hospital and routine capital expenditures at all of Palmetto Health Alliance’s hospitals

Note:
public or private sale

Bond Counsel:
David J. Kates, Jones Day

(Exhibit 13)

h.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$4,500,000 Economic Development Revenue Bonds

Allocation Needed:
$4,500,000

Name of Project:
Ra-Bo-Nette Properties, LLC

Employment Impact:
maintain 50 jobs, add 50 in 12 months and 80 in 24 months

Project Description:
manufacture by EDSCHA Spartanburg of automobile roofs

Note:
private sale for public distribution thereafter

Bond Counsel:
Kathleen C. McKinney, Haynsworth Sinkler Boyd, P.A.


(Exhibit 14)

Executive Director:  Economic Development – 2007 Ceiling Allocation (Blue Item #10)

The initial balance of the 2007 state ceiling allocation is $367,306,165.  In accord with Code Section 1-11-520, $146,922,466 (40% of the total) was designated as the state pool and $220,383,699 (60% of the total) was designated as the local pool.  There is presently a state ceiling balance of $326,556,165 remaining for 2007.  Allocation requests for 2007 totaling $55,790,000 have been received thus far.


The recommendations from the Department of Commerce for allocations for this cycle totaled $15,040,000.  The Department of Commerce made the following recommendations for allocation:


From the local pool:



JEDA
Bondtex, Inc., (Spartanburg County), $2,000,000;



JEDA
Innovative Fibers, LLC, (Spartanburg County), $8,540,000; and



JEDA
Ra-Bo-Nette Properties, LLC, (Spartanburg County), $4,500,000.

Board approval of the recommendation, will leave an unexpended state ceiling balance of $311,516,165 (state pool - $146,922,466; local pool - $164,593,699) to be allocated later in the calendar year.
In accord with Code Section 1-11-500 et seq. and upon the recommendation of the Department of Commerce, the Board granted the following tentative ceiling allocations:



JEDA
Bondtex, Inc., (Spartanburg County), $2,000,000;



JEDA
Innovative Fibers, LLC, (Spartanburg County), $8,540,000; and



JEDA
Ra-Bo-Nette Properties, LLC, (Spartanburg County), $4,500,000.

Information relating to this matter has been retained in these files and is identified as Exhibit 15.
Office of State Budget:  Permanent Improvement Projects (Regular Session Item # 1)
The Board approved the following permanent improvement project establishment requests and budget revisions which have been reviewed favorably by the Joint Bond Review Committee [Secretary’s Note:  The Board carried over items (d) and (j)]:

(a)
Summary 6-2007:  Item 1.  College of Charleston


Project:
9628, Grice Marine Laboratory Construction


Request:
Establish project and budget for $6,000,000 ($4,000,000 Appropriated State, $450,000 Other, College Fees, and $1,550,000 Other, Capital Improvement Project Funds) to construct an approximately 16,000 square foot facility to support the College of Charleston’s marine biology and environmental studies programs at Grice Marine Lab at Fort Johnson.  The new facility will include lab and lecture classrooms, meeting rooms, offices, a 32-bed dormitory for students and faculty, a multipurpose room for dining, conferences and study, and a kitchen.  The demand for space at the Lab has risen over the past 15 years with the growth and success of the undergraduate and summer marine sciences programs and with the partnerships between the College, MUSC, Natural Resources, federal agencies and the National Science Foundation at the Lab.  The agency reports the total projected cost of this project is $6 million and additional annual operating costs of $109,106 will result in the three years following project completion.  (See Attachment 1 of the agenda materials for this item for additional annual operating costs.)


With regard to regular session item #1(a), Mr. Eckstrom said that he was concerned that the project never made it on any planning horizon, was never included on any long term plan, and is not on the CPIP.  He said that the project arises out of demand that has apparently been building over the past 15 years, but has not been presented on any plan.  Steve Osborne with the College of Charleston commented that the project probably should be slotted into the CPIP plan.  He said the reason it is not is because there was an uncertainty as to when funding would be approved and that they have not asked for capital improvement bond money.  Mr. Osborne said that the College of Charleston did receive an appropriation for the project last year so it was moved to the top of the list.  

(b)
Summary 6-2007:  Item 2.  USC – Columbia 


Project:
6037, Whaley House Acquisition


Request:
Establish project and budget for $25,000 (Federal funds) to cover the cost of an appraisal, environmental study, building condition assessment and other investigative studies required to adequately evaluate the property.  USC is considering the purchase of the historically significant Whaley House, consisting of approximately .5 acres and 17,000 square feet, at 1527 Gervais Street for use by the Children’s Law Office.  The agency reports the total projected cost of this project, including purchase and renovation, is approximately $3 million and no additional annual operating costs will result from this request.


Mr. Eckstrom also inquired about regular session item #1(b).  Mr. Eckstrom asked why the Children’s Law Office cannot be co-located with the new law school.  Rick Kelly with USC responded that there are 200,010 square feet that are proposed for the new law school.  He said the building height would have to be raised and it would be more costly to have the Children’s Law Office located at the new law school.  He said the Whaley House is available across the street and that there are different clientele between the law school and the Children’s Law Office.  Mr. Kelly said that with the Children’s Law Office being close, but not contiguous to the new law school is advantageous for USC.  

(c)
Summary 6-2007:  Item 3.  USC – Columbia 


Project:
6038, Athletic Master Plan Development – Phase I


Request:
Establish project and budget for $800,000 (Athletic funds) to perform architectural and engineering services through design development to begin implementation of a 15-year Athletic Facilities Master Plan for USC.  The plan includes redevelopment of the existing 40-acre site known as the “Roost Area” and improvements to Williams-Brice Stadium.  With requested funds, USC plans to begin development of site and design standards for the Roost Area, design for an Academic Enrichment Center, and design for improvements to Williams-Brice Stadium.  The implementation of the Master Plan will provide facilities to allow the University’s sports to compete at the highest level in the Southeastern Conference and nationally.  The redevelopment of the Roost Area will allow for consolidation of athletics programs in one location.  The agency reports the total projected cost to complete all aspects of the Athletics Master Plan under this project is $170 million and no additional annual operating costs will result from this design request.

Regarding item 1(c), Mr. Ravenel asked Mr. Kelly if there was a revenue breakdown or source of funding for USC’s athletic master plan.  Mr. Kelly stated that the basic minimum USC would proceed with would be based on USC’s current funding sources for its athletic debt.  Mr. Kelly said that they have a dynamic program of philanthropy that is ongoing and that a lot of people are willing to support the athletic department with nice gifts.  He said that each project that is on Mr. Ravenel’s list will individually come back to the Board and other approval processes along with how USC will pay for that debt.  He said that they do not currently have the sources for funding identified like they do the cost, but that they are trying to get the ability to firm up those costs and look at the site work in order to get information for the Board to make decisions.  Mr. Ravenel asked whether it was necessary to get to that point by spending $800,000.  Mr. Kelly commented that USC needed to begin spending that amount of money in order to develop the information to answer the questions that the Board is posing to them.  


Mr. Ravenel further asked whether there was an attempt to project out the revenues.  Mr. Kelly stated that they know that roughly 70% of debt service comes from the athletic operations.  He said that the other 30% comes from eleemosynary means and student fees.  

(d)
Summary 6-2007:  Item 4.  USC – Columbia (carried over)

Project:
6039, 1600 Hampton Distributed Data Center Renovation


Request:
Establish project and budget for $650,000 (Other, Institutional Funds) to renovate approximately 2,000 square feet of space in the 1600 Hampton Street Building to construct a redundant data center to house critical computing and enterprise equipment for USC.  The work will include installing raised flooring, electrical and communication cable trays, new temperature and humidity controls, new electrical systems including a generator and uninterruptible power supply, a dry fire suppression system, and new finishes.  A redundant system will provide for continued operations of critical systems in case of a power outage, will reduce the risk of loss of data, and will provide the capability of equipment upgrades and systems maintenance without downtime.  The agency reports the total projected cost of this project is $650,000 and additional annual operating costs of $15,000 to $30,000 will result in the three years following project completion.  (See Attachment 2 of the agenda materials for this item for additional annual operating costs.)


In further discussion in regard to regular session item #1(d), Mr. Eckstrom asked Mr. Kelly to address why USC is not exploring the use of the State’s facility to provide redundancy in the information technology function as opposed to constructing a redundant data center at 1600 Hampton Street.  Mr. Kelly said that he has asked that question of USC’s CIO and found that the license cost for running the kind of software that they have license to run would be an additional cost.  He said whether there is capacity with the State CIO he does not know and that USC has talked with the State CIO in years past, but does not have a proposal from the State CIO to advance that idea.  He said this gives them the opportunity to use software that they already have licenses for without incurring that cost again.  He said that the project is a one time cost for them to build a redundant system.


Mr. Eckstrom asked whether the licensing fees were sunk costs and would be incurred wherever the data center was located.  Mr. Kelly responded that the State CIO does not have the license of all the programs that USC runs.  He said it would be a cost to the State CIO to bring the programs up and that there would be an annual or operating cost for USC to use the State CIO’s facility.  He said that this a one time cost for USC to capture space they have vacated, improve it, and have the redundancy at marginal, additional cost to run the systems.  


Jim Bryant, the State CIO, commented that the State CIO has the licenses and the capacity to meet the requirement.  He said the first time they heard of the requirement was a week ago and that is why they do not have a proposal.  Mr. Eckstrom asked about the annual fees of which Mr. Kelly spoke.  Mr. Bryant said that there are some costs and that the State CIO is pursuing statewide licenses for some of the applications USC is running.  He said that the State CIO would incur the costs for the licenses each year.  Mr. Kelly asked whether there would be any cost to USC for the State CIO being the back up supplier for the service.  Mr. Bryant said the cost for the service which would be between $75,000 and $100,000 a year which is one-sixth of USC’s proposed data center.  Mr. Kelly noted that six years later USC would have recouped all of their one time costs they would have put into the facility, there would be no cost beyond that point and the facility would be paid for.  Governor Sanford commented that that assumes that technology does not change.


Mr. Eckstrom asked whether there would be any personnel costs.  Mr. Kelly responded that there would not be any personnel costs because if the system goes down personnel would then relocate to the redundant site.   


Governor Sanford asked why a redundant system would be built within a couple blocks of USC when the industry standard is 50 miles as it relates to backup capacity.  Governor Sanford also asked whether SC LightRail could take care of the redundancy from the Clemson server or wherever it is located once it is fully developed.  Mr. Bryant said that SC LightRail should take care of that issue.  Governor Sanford said that there are serious questions about this item and that it should be postponed.  Mr. Eckstrom agreed stating that the matter should be carried over to give USC and the State CIO an opportunity to get together and come to a meeting of the minds on this issue.

(e)
Summary 6-2007:  Item 5.  Medical University


Project:
9786, College of Health Professions Building C HVAC Replacement


Request:
Establish project and budget for $500,000 (Other, Institutional Capital Project Funds) to replace the existing 30 year-old HVAC system in the College of Health Professions Building C at MUSC.  The original HVAC system has reached the end of its expected life which was 20 years.  The new system will be more energy efficient and provide better temperature and humidity control. The agency reports the total projected cost of this project is $500,000 and annual operating cost savings of $39,000 will result in the three years following project completion.  (See Attachment 3 of the agenda materials for this item for annual operating cost savings.)

(f)
Summary 6-2007:  Item 6.  Technical and Comprehensive Education


Project:
9880, Greenville – Northwest Campus Construction


Request:
Increase budget to $20,607,921 (add $1,496,000 Other, Local funds) to revise the scope to build an additional 10,000 square foot classroom/lab facility adjacent to the new 95,000 square foot classroom facility under construction at Greenville Tech’s Northwest campus.  The additional facility is needed to meet area demand for the Animal Studies and Welding programs at the Northwest Campus.  Both programs were approved in the original scope of the campus by the State Tech Board in 2002, but were later postponed due to other programmatic priorities and costs.  A freestanding building is necessary to separate these programs from the anchor Culinary Program in the building under construction.  The agency reports the total projected cost of this project is $20,607,921 and additional annual operating costs ranging from $180,496 to $191,488 will result in the three years following project completion.  (See Attachment 4 of the agenda materials for this item for additional annual operating costs.)

(g)
Summary 6-2007:  Item 7.  Department of Mental Health


Project:
9699, Crafts Farrow Building 1 Forensic Capacity Renovations


Request:
Increase budget to $2,860,000 (add $300,000 Other, Medicaid funds) to provide sufficient funds to proceed with the bidding phase to renovate Building 1 at Crafts Farrow for the Department of Mental Health.  The work will include upgrading the mechanical, electrical, and plumbing systems and addressing DHEC licensure issues, building code deficiencies and deferred maintenance to increase Mental Health’s forensic bed capacity.  Additional funds are needed to account for some waiver denials on DHEC licensure issues requiring hand sinks and a nurse call system, to cover unknown conditions found during the design phase that must be included to meet current building codes, and to cover increased construction costs since the last cost estimate was prepared in Spring 2006.  The agency reports the total projected cost of this project is $2,860,000 and no additional annual operating costs will result from this request.

(h)
Summary 6-2007:  Item 8.  Department of Corrections


Project:
9681, Lieber – Multi-Purpose Building Construction


Request:
Establish project and budget for $425,000 ($150,000 Capital Reserve Fund, $65,720 Federal, $162,000 Other, Donation and $47,280 Other, Donated Services and Materials funds) to construct an approximately 6,000 square foot multi-purpose building at Lieber Correctional Institution. The building will be a site adapted prototypical design consisting of a prefabricated metal structure on a cement slab.  The building will include administrative spaces, a workroom, restrooms, and an open area for assemblies such as religious services.  Construction will be done by an inmate workforce using donated cement, labor, and professional services.  The agency reports the total projected cost of this project is $425,000 and additional annual operating costs ranging from $30,000 to $60,000 will result in the three years following the project completion.  (See Attachment 5 of the agenda materials for this item for additional annual operating costs.)

(i)
Summary 6-2007:  Item 9.  Department of Corrections


Project:
9683, Perry – Housing Unit Showers Renovations


Request:
Establish project and budget for $293,000 (Capital Reserve Funds) to renovate the existing housing unit showers at Perry Correctional Institution.  The existing shower areas have deteriorated and water is leaking through the walls and floors.  The renovation will include installing stainless steel shower stalls and new flooring and will be done by an inmate workforce.  The agency reports the total projected cost of this project is $293,000 and no additional annual operating costs will result from the project.

(j)
Summary 6-2007:  Item 10.  Department of Juvenile Justice (carried over)

Project:
9580, Statewide Modular Buildings Purchase


Request:
Increase budget to $985,188 (add $350,000 Other, Medicaid funds) to revise the scope to purchase and install two additional 1,500 square foot modular buildings for the Department of Juvenile Justice.  The buildings will be located at the Midlands Evaluation Center in Columbia and at the Upstate Evaluation Center in Union and will be used for educational purposes.  The modular buildings are needed because of additions to the curriculum and requirements for special education.  The agency reports the total projected cost of this project, now including seven modular buildings, is $985,188 and additional annual operating costs of $4,200 for the two additional units will result in the three years following project completion.  (See Attachment 6 of the agenda materials for this item for additional annual operating costs.)


Concerning item #1(j) Mr. Eckstrom asked whether DJJ has explored the availability of surplus modular buildings from school districts around the State as a more cost effective way to obtain modular buildings.  William Byars, DJJ director, said that they have not been to all of the schools looking for modular buildings.  He stated they have had modular buildings in Greenwood, but the cost of moving them was cost prohibitive and the modular buildings were old and would not make the trip.  He said that in this case these modular buildings will be at the Midlands Evaluation Center and the Upstate Evaluation Center permanently.

(k)
Summary 6-2007:  Item 11.  Department of Juvenile Justice


Project:
9584, Infirmary Annex Construction


Request:
Establish project and budget for $300,000 (Other, Medicaid funds) to construct an approximately 1,500 square foot infirmary annex at DJJ’s Broad River Road campus.  The building will replace a modular support unit and an outside storage building that were demolished because they had asbestos and termite damage and were falling apart.  The infirmary was not designed to handle the current patient load, health screenings and vaccinations, and provide support areas for staff.  The new wood frame building will house medical and support staff, supply storage, and medical records, freeing up the infirmary for providing medical care.  The agency reports the total projected cost of this project is $300,000 and additional annual operating costs of $2,200 will result in the three years following project completion.  (See Attachment 7 of the agenda materials for this item for additional annual operating costs.)


Mr. Eckstrom also asked Mr. Byars about apparent high cost to replace the DJJ infirmary annex listed in regular session item #1(k).  Mr. Byars said that because of the process and the fact that DJJ is in effect a penitentiary certain standards have to be met so that the building will be secure.  He said it is a specialty building and is not just an infirmary, but part of a prison system.  In further discussion, Board members questioned the cost associated with constructing the modular building to be used as classrooms.  

(l)
Summary 6-2007:  Item 13.  Department of Natural Resources


Project:
9892, Hampton – Hamilton Ridge Acquisition


Request:
Increase budget to $23,520,000 (add $7,941,754 Federal and $1,693,426 Other, Heritage Land Trust Funds) to acquire the remaining 41% undivided interest in approximately 13,280 acres of wildlife habitat in Hampton County.  Acquisition of the original 59% undivided interest was approved in August 2006, with the understanding that the remaining interest would be acquired in 2007 when funds became available.  The acquisition will protect eight miles of river frontage along the Savannah River adjoining DNR’s Webb Wildlife Center and will be available to the public for recreational activities.  The agency reports the total projected cost of this project is $23,520,000 and no additional operating costs will result from this request.

(m)
Summary 6-2007:  Item 14.  Parks, Recreation and Tourism


Project:
9696, Caesars Head State Park Acquisition


Request:
Establish project and budget for $10,000 (Appropriated State funds) to cover the cost of an appraisal, environmental study and other investigative studies required to adequately evaluate property.  PRT is considering the purchase of approximately 20 acres of land adjacent to Caesars Head State Park.  The acquisition will help preserve the wilderness character of this section of the park and provide suitable land for parking and trail access.  The agency reports the total projected cost of this project is expected to be approximately $1 million and no additional annual operating costs will result from this request.

Mr. Eckstrom asked what was the prevailing per acre cost for land at Caesar’s Head State Park.  Steve McConnell with PRT said that it depends on the location of the land and that there is very limited “building land” on the ridge top.  He said that it could be as high as a million dollars, but that is an estimate.

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

General Services Division:  Request by the Town of Sullivan’s Island to Lease the Dock and Warehouse at 1602 Thompson Avenue (Regular Session Item # 2)
The Board carried over a request by the Town of Sullivan’s Island to lease the dock and warehouse at 1602 Thompson Avenue
Information relating to this matter has been retained in these files and is identified as Exhibit 17.

Future Meeting


The Board agreed to meet at 9:30 a.m. on Tuesday, May 15, 2007, in the Governor’s conference room in the Wade Hampton Building.  
Executive Session

Office of Human Resources:  Compensation (Approval of Hiring Salaries for the President of Coastal Carolina University and a Housing Allowance; and the Hiring Salary of the President of Piedmont Technical College; and the Hiring Salaries for Agency Heads at the State Library, State Housing Authority, and Department of Insurance) (Executive Session Item # 1)


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

	Name
	Agency
	Salary Range
	Requested

Salary
	Recommended Salary

	Dr. David DeCenzo
	Coastal Carolina University
	$122,752 - $155,876 - $190,169
	$155,000 
	$155,000 

	Dr. Lex Walters
	Piedmont Technical College 
	$101,533 - $130,170 - $158,807
	$130,170 
	$101,533 

	Mr. David Goble
	State Library
	$70,524 - $89,555 - $109,257
	$89,555 
	$89,555 

	Ms. Tracey Watkins
	Housing Authority
	$75,083 - $95,343 - $116,319
	$101,461
	$93,500 

	Mr. Scott

Richardson
	Department of Insurance
	$88,520 - $112,407 - $137,136
	137,136
	$112,407 



Section 72.19 of the 2006-2007 Appropriation Act requires the final approval of the Board for a state institution of higher learning to provide a housing allowance.  The Agency Head Salary Commission reviewed and recommended approval of a request from the Chairman of the Board of Trustees of Coastal Carolina University to pay the University’s President a housing allowance of $40,000 per year.

Donna Traywick with the Board’s Executive Director’s Office presented information concerning compensation for five agency heads.  Governor Sanford asked why Dr. David DeCenzo as president for Coastal Carolina would be worthy of being paid $200,000 and the head of the Department of Insurance is worth $112,407.  Ms. Traywick replied that the higher education market is a different market from the chief executive officer of an administrative agency.  She said that the pricing for higher education is a different pricing and that the market continues to change very rapidly.  Governor Sanford asked what Dr. DeCenzo’s current salary is.  Ms. Traywick responded that Dr. DeCenzo’s current salary is $157,156 as provost at Coastal.  She also noted that he would receive a $40,000 housing allowance and $100,000 from Coastal’s foundation as president.  Governor Sanford commented that in the case of someone coming into the cabinet and giving up a Senate seat that person would be worthy of being hired at the higher end of the salary range.  Ms. Traywick said that some of the considerations in the salary recommendation include the multipurpose function of a higher education president in that they have the housing, student, and administrative component of overseeing the day-to-day workings of the organization as well as the entire academic side.  She said that from the pricing standpoint of the Hay Associates those are considerations that go into the formula for pricing the jobs.  She said that if one looks at the comparables for pricing higher education this particular recommended salary is very comparable for the size of the organization, student population, and budget.  Governor Sanford commented that in this case there is someone leaving what has been described as the best political job to take a job that is probably one of the worst jobs.  Governor Sanford questioned the salary that was recommended for the position based on the demands of the job for the director of the Department of Insurance.


Governor Sanford moved to have Mr. Richardson’s salary move to the top end of the salary range.  Senator Leatherman commented that looking at all of the agency head salary recommendations before the Board one will see that the Agency Head Salary Commission has been frugal with the taxpayer’s money.  He said that since 1985 19% of those agency heads hired were hired at the minimum, 40% were hired between the minimum and midpoint, 18% at midpoint, and 23% above midpoint.  He said that the Agency Head Salary Commission has not in its history paid a new hire the maximum.  He commented that this issue was thoroughly discussed and took a lot of debate to get up to the midpoint for the director for the Department of Insurance while taking into consideration all of the experience that goes with the job.  Governor Sanford asked who determined the midpoint to which Senator Leatherman responded that it was determined by the Hay group by evaluating the agencies’ positions.  Governor Sanford said that in today’s time of post-Katrina the insurance job in this State or any other state is at a time like no other.  He said that the insurance companies have reset the market place for what people will pay if they live on the coast which has not been accepted by people who live on the coast.  He said that the new director is walking into a fire storm, town hall meetings, and walking people through what is going on with the global market place with regard to coastal insurance.  

Governor Sanford further stated that when Hay and Associates look backwards in time they are looking at a relatively sleepy agency with not nearly the flashpoint that will occur post-Katrina.  Senator Leatherman said that the Hay group is scheduled to come in this summer to evaluate all agencies and that he is sure they will take into account the issues Governor Sanford has mentioned.  Senator Leatherman also commented that prior to the establishment of the Agency Head Salary Commission each agency head’s salary was on a line in the appropriations bill.  He said that agency heads that got a raise were those that were close to Senators Gressette, Dennis, and Lindsay and those that were not close were looked over or got their salaries cut.  He said that the Agency Head Salary Commission was established to get away from politics in establishing agency head salaries.  He said that he does not want to go back to establishing those salaries on the floor of the House or Senate.  Senator Leatherman further noted that the State’s Agency Head Salary Commission is viewed as the model for other states and he would hate to see the State break from this tradition.

Governor Sanford renewed his motion to move Mr. Richardson’s salary to the top of the salary range.  Senator Leatherman asked that the Board look at the statutory language that established the Agency Head Salary Commission and see whether the statute allows the Board to change the agency head salary recommendation.  Governor Sanford asked why meet on the issue if the Board did not have the ability to change it.  Mr. Van Camp provided the Board with proviso 63.10 regarding agency heads’ salary.  Senator Leatherman said that based on the language of the proviso he is not sure that the Board has authority to change the recommendation or send it back to the Agency Head Salary Commission.  Governor Sanford commented that the proviso does not allow the Board to go outside the range, but that it can approve a salary inside the range.  Governor Sanford noted that within the last couple of years the Board has gone outside of the Agency Head Salary Commission recommendation.  Senator Leatherman said that the Board has only once raised an agency head’s salary contrary to the Agency Head Salary Commission.


Upon a motion by Mr. Eckstrom, seconded by Mr. Cooper, the Board, approved the requests as recommended by the Agency Head Salary Commission for the hiring salaries for Dr. David A. DeCenzo as the President of Coastal Carolina University at $155,000; Dr. Lex Walters as the President of Piedmont Technical College at $101,533; Mr. David Goble as the Director of the State Library at $89,555; Ms. Tracey Watkins as the Executive Director of the Housing Authority at $93,500; a housing allowance of $40,000 for the President of Coastal Carolina University; and upon a motion by Governor Sanford, seconded by Mr. Ravenel, the Board separately approved a salary for Mr. Scott Richardson as the Director of the Department of Insurance at $137,136.

Office of General Counsel:  Legal Briefing Regarding the Award of Attorney Fees in Layman et al. v. The State of South Carolina and the South Carolina Retirement System (Executive Session Item # 2)


Bobby Stepp, outside legal counsel for the Board, appeared before the Board to provide a legal briefing regarding the award of attorney fees in Layman, et al., v. The State of South Carolina and the South Carolina Retirement System.  Mr. Stepp said that since the attorney’s fees decision has been issued they have moved to have the decision reconsidered.  He said that the award is unprecedented in South Carolina and that the interpretation of the statute adopted by Circuit Court Judge John L. Breeden, Jr., is likewise unprecedented. 

Mr. Ravenel asked whether this discussion should be done in executive session.  Governor Sanford asked why.  Mr. Evans commented that Mr. Stepp can provide an overview in public, but that if the Board would like advice and ask questions about different approaches then that should be done in executive session.  Mr. Evans added that to do otherwise would be a complete waiver of attorney client privilege and that would not do the taxpayers of the State any good in this case.


Senator Leatherman moved that the Board go into executive session to receive advice from legal counsel.  The motion was seconded by Mr. Cooper and approved by the Board.


After discussing the matter in executive session, Mr. Stepp continued with his update of the status of the Layman case.  He noted that on February 20, 2007, Judge Breeden awarded plaintiff’s counsel, Cam Lewis and Dick Harpootlian, attorney’s fees of $8,666,297.50 in this case.  He said that the award was made based upon an application the plaintiffs’ attorneys made pursuant to S.C. Code Section 15-77-300 which permits fees to be paid that were paid or incurred by lawyers representing private parties to be shifted to the State.  He said that in this case the award was not based upon the fees that were paid or incurred by the plaintiffs.  Mr. Stepp said that the award was made by the court based on what the court thought was reasonable and was not based upon any actual expenditure or any actual amount owed by the plaintiffs’ attorneys.  He stated that relative to the award the total number of hours expended by lawyers, paralegals, and law clerks in the case amounts to over $6,000 an hour.  He commented that Section 15-77-300 was not intended to produce that kind of result in amount or approach.  He noted that the court’s decision stated that laws enacted by the General Assembly may not be valid unless and until they are approved by the court.  He said that is contrary to constitutional presumption of constitutionality under which we live.  He also said that they disagree with the court’s decision that agencies can pick and choose which laws they follow.


Governor Sanford asked where the money would come from to pay the judgment.  Mr. Stepp said that he is not sure, but that there is some concern that it might come from the retirement trust fund or the general fund of the State.  Senator Leatherman commented that the order clearly said that the judgment could not be paid from the retirement fund and will be paid by the general fund.  Governor Sanford said that it is one in the same since the retirement fund is under funded and in the long run general funds will be needed to shore up the retirement fund at the end of the day.  

The Board received as information a legal briefing regarding the award of attorney fees in Layman et al., v. The State of South Carolina and the South Carolina Retirement System.
Adjournment

The meeting was adjourned at 11:20 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 9:05 a.m. on Monday, March 5, 2007.]

