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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING

May 15, 2003             9:00 A. M.
The Budget and Control Board (the Board) met at 9:00 a.m. on Thursday, May 15, 2003, in the Governor's conference room in the Wade Hampton Office Building, with the following members in attendance:

Governor Mark Sanford, Chairman;

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

Mr. Richard Eckstrom, Comptroller General; 

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

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


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

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

Systems

Adoption of Agenda


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

Office of State Treasurer:  Report on the South Carolina Retirement Systems Fixed Income Investments (Regular Session Item #1)

The Board received a report From the Treasurer’s Office on the South Carolina Retirement Systems Fixed Income Investments. Appearing before the Board were the Treasurer’s Office investment director Rick Patsy along with Keith Wood and Ernie Cruikshank of Jamison, Eaton, & Wood, investment advisors.  

Mr. Patterson stated that the State has a great retirement system that has billions of dollars invested in fixed income and equities.  Mr. Patsy stated that the performance has been good over the past twelve months on a short-term basis and a 10-year basis.  He stated that the investments are up about 40 basis points for the quarter and the fiscal year.  He said that for the 10-year basis the investments are up about 35 basis points.  Mr. Patsy presented additional information concerning the breakdown of the fixed income investments that showed the State was performing well in its investments.  He noted that the investments in the corporate sector were heavily weighted toward utilities and industrials, which have performed extremely well in the short-run.  He stated that the average maturity is 12.2 years and the average coupon is 6.4 duration with an interest rate sensitivity of about 6.7.  Mr. Patsy further stated that the average weighting on the portfolio by Moody’s is A1 and A+ by S&P.  


Mr. Wood also appeared before the Board and presented the overall picture of the portfolio and Mr. Cruikshank presented the investment strategy going forward.

The Board, acting as Trustees for the South Carolina Retirement Systems, received as information a report on the South Carolina Retirement Systems Fixed Income Investments.


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

Retirement Systems Investment Panel:  Technical Corrections and Reaffirmation of the Statement of Investment Objectives and Policies (Regular Session Item 2)
The State Retirement Systems Investment Panel (Panel) recommended that the Board make a technical correction and reaffirm the Statement of Investment Objectives and Policies (SIP).  The State Treasurer also recommended that the Board make a technical correction to the Fixed Income portion of the SIP and reaffirm.

The Panel met on April 11, 2003, and reviewed the SIP and recommends that the Board  adopt a technical correction to update the document to conform to the annual investment plans as authorized by S.C. Code Ann. Section 9-16-50(B) and reaffirm the remaining provisions.  The State Treasurer also reviewed the SIP and requested that the Panel include in its presentation a technical amendment to the Fixed Income portion of the SIP which would conform the referenced benchmark to the internal Investment Policy relating to the fixed income investments managed by the State Treasurer.  A memorandum providing additional information, a copy of the SIP including the recommended corrections by the Panel and the State Treasurer, and a copy of the State Treasurer’s request to the Panel were included as attachments to this item for reference.


Art Bjontegard appeared before the Board along with Panel members Hunter Howard and Blaine Ewing and consultant Jay Love with Mercer Investment Consulting, Inc.  Mr. Bjontegard explained that this item concerns two technical amendments to the annual investment plan.  He explained that the first correction concerned how the Retirement Systems would reach the target allocation of 40% and the second was the change of the performance benchmark by which the investment managers for the fixed income investments are measured.  Mr. Eckstrom asked whether a change in the index would change the structure of the portfolio.  Mr. Bjontegard responded that it would not but would be a much more fair measure.

Upon a motion by Mr. Harrell, seconded by Senator Leatherman, the Board, acting as Trustees for the South Carolina Retirement Systems, adopted the technical correction recommended by the Panel and the technical correction recommended by the State Treasurer and reaffirmed the remaining provisions of the SIP.

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

Retirement Systems Investment Panel:  Contract Termination, Portfolio Transition, and Amendments to the Annual Investment Plan for Fiscal Year 2002-2003 Investments (R#3)

The Panel recommended that the Board terminate its contract with J.P. Morgan Investment Management, Inc. (JPM); transfer the assets from the JPM account to the Passive Large Cap fund and invest future allocations that would have been directed to JPM in the Passive Large Cap fund until another Large Cap Core manager is appointed; authorize the Panel to select another Large Cap Core manager for recommendation to the Board; and amend the Annual Investment Plan for Fiscal Year 2002-2003 (AIP) to conform.

The Board approved the appointment of JPM on January 27, 2000, and a contract was executed on May 18, 2000.  The Panel has continuously monitored the firm and the portfolio performance since initial funding.  The Panel met on April 11, 2003, to review the equity portfolio and to develop the AIP for next fiscal year.  The Panel discussed JPM’s organization, changes in personnel, and performance. Based upon discussions about the long-term investment objectives of the equity portfolio and recommendations of the investment consultant, the Panel voted unanimously to recommend that the Board terminate the contract with JPM, temporarily invest the JPM allocations in the Passive Large Cap fund until a replacement manager is appointed, authorize the Panel to select another Large Cap Core manager for recommendation to the Board, and amend the AIP to conform to the actions taken.  A memorandum providing additional information and proposed changes to the AIP was included as an attachment to this item for reference.

Mr. Bjontegard stated that as part of the Panel’s due diligence visits with active and passive managers the Panel became concerned with excessive turnover among JPM’s personnel.  He also stated that JPM has had poor investment performance and that JPM has lost a number of its key accounts.  Mr. Patterson asked Mr. Bjontegard whether he knew the reason for JPM’s downward spiral.  Mr. Bjontegard stated that in the Retirement Systems’ case it was a matter of the turnover in personnel and that JPM did not have a consistent investment approach.  Mr. Eckstrom asked how long would it take to replace JPM.  Mr. Love responded that it would take a couple of months from the time the Board gives its approval to do so.

Upon a motion by Mr. Harrell, seconded by Senator Leatherman, the Board, acting as Trustees for the South Carolina Retirement Systems, authorized the Director of the SCRS (Director) or her designee to terminate the Board’s contract with JPM; authorized the Director or her designee, upon approval for legal sufficiency by the Office of General Counsel, to execute a contract and any other necessary documents with a manager as recommended by Mercer Investment Consulting to transition the assets under management by JPM to the Passive Large Cap fund; authorized the transition of the assets under management by JPM to the Passive Large Cap fund and authorized future allocations of assets equal to the amount that would have been directed to JPM pursuant to the current target allocations set forth in the AIP to be invested in the Passive Large Cap fund until another Large Cap Core manager is appointed and appropriate target allocations are determined; amended the AIP pursuant to S.C. Code Ann. §§9-16-320(A) and 9-16-340(B) to conform to the actions taken relating to JPM and the Large Cap Core Asset Class; and authorized the Panel to select another Large Cap Core manager for recommendation to the Board.


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

Retirement Systems Investment Panel:  Proposed Annual Investment Plan for FY 2003-2004 (Regular Session Item 4)

The Panel recommended that the Board adopt the proposed AIP for Fiscal Year 2003-2004 (“AIP”) for the equity investments of the South Carolina Retirement Systems.

S.C. Code Ann. §9-16-320(A) mandates that the Panel meet no later than May 1st of each year to adopt a proposed annual investment plan for the following fiscal year, and that the plan be submitted to the Board no later than June 1st.  The Panel met on April 11, 2003, and adopted a proposed AIP for Fiscal Year 2003-2004, which was submitted to the Board members for review on April 30, 2003.  The proposed AIP was developed in accordance with the investment objectives previously adopted by the Board and after a review of the equity portfolio structure and current economic and market conditions.  A memorandum providing additional information and a copy of the proposed AIP were included as attachments to this item for reference. 

Mr. Bjontegard stated that the plan is very similar to previous years’ plans with three differences.  He noted that one change will be in how the Panel reaches the investment level of 40%.  He said the second change is a recommendation that the Board resume funding to the Boston Company, a small cap manager, due to improved performance.  Mr. Bjontegard further stated that the third point concerns what the Board previously approved concerning JPM and the use of the S&P Index Fund.

Governor Sanford asked whether the 40% would be done in different increments.  Mr. Bjontegard responded that the investments are currently at 33% and that when the time comes for the fourth installment it will be less than the full 2.5% because that will put the allocation over 40%.  He stated that some mathematical calculation will be used to reduce the allocation back to 40%.

Mr. Eckstrom inquired as to what would happen during the year if market conditions takes the portfolio above 40%.  Mr. Bjontegard responded that investments would stop at that point and that before each contribution a check would be made to see what the allocation level is.  Mr. Eckstrom asked whether the Panel would balance back down to 40%.  Mr. Bjontegard replied that under the Panel’s interpretation of the statute they would not balance down to 40%.  He further stated that the Panel would recommend that at the end of each quarter the Panel should take a look at the contributions and come back with a recommendation.  

Mr. Harrell asked Mr. Bjontegard whether he thought there would be a violation of the law if the market did well and investments rose to 41% or 42%.  Mr. Bjontegard responded that there is an issue that could be brought up.  Mr. Harrell asked that the Panel prepare a recommendation that clarifies the issue.  Mr. Harrell stated that he did not mind if the market drove the percentage up to 41% or 42%, but in any event he wanted to do what the law requires to be done.  

Senator Leatherman stated that he would hope that the equity investments would get to 40%.  He said that the intent of the legislation was for 60% of investments to be in fixed market and 40% in equities.  He commented that it would not make any sense to start pulling money out of equities if it got above 40% as long as 60% of the investments remained in the fixed market.  Senator Leatherman urged the use of caution in making a decision to pull money out of equities.  Mr. Bjontegard commented that the Panel does not want to micromanage the investments down to 40%.  Mr. Harrell said he agrees with Senator Leatherman, but that the Panel needs to bring the Board a recommendation to clarify what should be done in order to meet what the law requires.

Upon a motion by Senator Leatherman, seconded by Mr. Eckstrom, the Board, acting as Trustees for the South Carolina Retirement Systems, adopted the Annual Investment Plan for Fiscal Year 2003-2004.

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

Adoption of Budget and Control Board Agenda 

Upon a motion by Mr. Patterson, seconded by Mr. Harrell, the Board adopted the agenda as proposed. 
Minutes of Previous Meetings
Upon a motion by Mr. Patterson, seconded by Mr. Harrell, the Board approved the minutes, as amended, of the April 8, 2003, Budget and Control Board meeting; and acting as the Educational Facilities Authority for Private, Nonprofit Institutions of Higher Learning, approved the minutes of the April 8, 2003, Authority meeting.
Blue Agenda 

Mr. Eckstrom stated that he wanted to discuss agenda blue agenda item #4 concerning property transactions in order to request that the Board consider adopting a master use plan on a statewide basis.  He stated that this concerns whether the State should convey away its assets given the budget environment the State is now facing.  He stated that he has no idea as to the dollar value of the assets that are being conveyed away, but that it does not seem that the taxpayers are well served by the Board’s causal decision to give away property.  

Mr. Harrell stated that he thinks it would be entirely appropriate to have a written procedure other than what is presently in place.  He said that there is a process and if the Board wants to study another procedure that is fine.  Mr. Harrell said with regard to the national guard armories they are transferred to political subdivisions and still belong to the taxpayers of the State.  

Governor Sanford said that it strikes him that Mr. Eckstrom brings up a very legitimate point that he struggled with at the federal level.  He noted that when there is surplus property at the federal level there is a first right of refusal that goes down to state, counties, and local governments.  He said that this is in line with the notion of good accounting to allow the taxpayers to have a feel for the true cost of services.  He said that the principle makes sense because someone could end up with a piece of property that was under utilized because there was no cost to acquire the property.

Mr. Harrell said he agrees with looking at the process of how the State decided to convey property.  He said that there is a stated policy and that it would not hurt for the State to review that policy to determine whether to continue with it.  Governor Sanford asked what is the policy.  Mr. Harrell replied that these matters come through the General Assembly in legislation and to the JBRC and the Board as a request.  

Governor Sanford asked whether there was an appraisal done on the properties.  Carol Routh, with the Division of General Services, explained that the State policy for conveying and disposing of surplus property is that an appraisal is obtained on the property and it is not conveyed for less than the appraised value.  She said that the situation with the armories being conveyed involved the joint resolutions that authorized the Board to convey them without any specification as to consideration.  Governor Sanford asked whether the disposal of armories would be an anomaly.  Ms. Routh replied that this situation does not follow the normal surplus property procedure.  

Mr. Harrell pointed out that the armories were becoming cost prohibitive to be maintained by the Adjutant General and that the local community wanted the property and was willing to accept the property and take over the maintenance.  He stated that the General Assembly could have sold the armories to the various towns involved, but the towns are a political subdivision of the State.  He said the armories are a unique circumstance because keeping them on the State books would put a burden on the Adjutant General in terms of maintaining the property in this difficult budget year.  He said in effect the property was transferred to the local communities for the benefit of their citizens.  Governor Sanford stated that a market disposition of the property would not preclude any of the things that Mr. Harrell is talking about.

Senator Leatherman remarked that in many cases the armories are a liability, not an asset and they are run down and have not been used.  He said that perhaps the legislature does need to revisit this process.  He said that from the discussion he is hearing it sounds like the Board has been given veto power over the General Assembly and that was not the intent of the legislation.  He stated that perhaps the legislature needs to look legislation to clarify that point and take that power away from the Board.  Mr. Harrell commented that the intent of the legislation was to give the armories and not give the Board the authority the authority to say that the armories cannot be given away.  

Mr. Harrell further stated that he supports looking at the policy as whole so that the members can agree on a policy that should be followed.  He said having supported the legislation through the General Assembly he felt it was necessary to explain why he thought it was the right thing for the General Assembly to do.

Governor Sanford said that some of the armories have raw value in the dirt itself minus the cost to tear down the building on it.  He commented that is the value that is in the property.  He said that if there was no value or negative value that would be shown at the auction block.  He further stated that the cost of local government can be understated if it gets an asset for free that it uses to provide services to its citizens and the cost of government is overstated at the state level by allowing that transfer.  Mr. Harrell commented that this situation runs throughout the government and that where the armories are concerned if they are sold it is the same taxpayers around the state.  Mr. Eckstrom said that he does not think the taxpayers in Greenville county do not benefit from a conveyance in Edgefield county.  Senator Leatherman noted that with regard to grants given to local subdivision allow a small group of people to benefit from taxpayers money.  Governor Sanford said the difference, for example, is that education is constitutionally mandated requirement whereas disposition of a local armory is not a constitutionally mandated requirement of State government.  Mr. Harrell said that he understands what Governor Sanford is saying, but that what the General Assembly did was entirely appropriate.

Upon a motion by Mr. Patterson, seconded by Mr. Harrell, the Board approved blue agenda item #4.  Mr. Patterson, Mr. Harrell, and Senator Leatherman for the approval of the item.  Governor Sanford and Mr. Eckstrom voted against the motion.


Mr. Eckstrom asked that there be discussion on blue agenda items 5 and 6.  He said he wanted to discuss whether the State is pricing business away from the Barnwell facility in the rate setting process.  He noted that law allows volume at higher level than has been achieved over the past year and it does not look as if the volume levels will be achieved as permitted by the law.  He questioned whether the State should try to achieve those caps by encouraging greater use of the landfill.  


Mr. Fusco commented that the law outlines that as the Barnwell capacity is phased down through 2008 only the compact states will have access to the facility after 2008.  He commented that the facility may be 10,000 to 15,000 cubic feet below the 70,000 cubic feet the law allows for this year and therefore has not utilized the capacity allowed for the year.  

Mr. Eckstrom asked what affect would the established rate have on attaining the volume level for non-regional waste.  Tricia Tangney with the State Energy Office, commented that for next fiscal year the State will come close to meeting the 60,000 cubic feet volume cap with the current and proposed rates.  She stated that for this fiscal year the second rate schedule for the Atlantic Compact (blue agenda item #6) would take affect the month before the fiscal year creating the possibility that the 70,000 volume cap could be achieved.  Mr. Eckstrom inquired whether using this years numbers was a bit of an anomaly.  Ms. Tangney replied that the next year was actually an anomaly because the facility will be receiving a large number of large components.  

Governor Sanford stated that he also wanted to discuss blue agenda item # 3(d) concerning the Board’s proposed Shop Road Property Acquisition.  Governor Sanford said that there need to be a comprehensive look at the needs of the State rather than being agency specific at time with regard to property needs.  He said that with the shrinking of State government and a number of offices being open and real property being under utilized whether this is the time to spend an additional $2 million acquiring property.  Mr. Fusco stated that the Board needs to develop a statewide approach on where it is headed with its capital investments.  He said that staff has been working to bring the Board a policy with regard to property management.  He said that within the scope of this project the State will save money and put some property back on the tax roll.  

Joe Rogers, Division Director for General Services, stated that the primary reason for pursuing this project relates to a structural inspection of the state fleet property on Senate Street.  He stated that there is a $500,000 structural problem that has to be addressed or the building must be sold.  He stated that the conclusion was reached that the agency would be better served by moving to a different location.  He said that by acquiring this property the agency would be able to consolidated four offices that are currently in three different locations.  He said taking into account the deferred maintenance needs of the state fleet facility and the surplus property facility there would be a net gain either in cash or the elimination deferred maintenance problems of $250,000 after the sale of the property.  He said that by combining the four offices into one location the agency will save $30,000 to $40,000 a year in operating funds.  

Governor Sanford asked why all of those things could not be done using the existing Department of Transportation (DOT) property on Shop Road.  Mr. Rogers commented that DOT’s property is fully utilized even though it is empty half of the time.  He said that DOT uses that property to receive its fleet purchases.  Governor Sanford said that the additional space is only optimized perhaps 15% of the time.  He said that 1500 acres of space out at the Department of Corrections could be used to store the cars and the space at DOT could be used to consolidate the Board functions and in the process save $2 million.  Governor Sanford said that he is struggling this issue and that perhaps the State should look at a more creative way of storing cars.

Mr. Fusco commented that would help is to provide some direction to take a broader look at property management across the State.  He stated that staff can look at the issue of property management across the State and bring back a recommendation to the Board to save money for the State.  Governor Sanford said that the point he is making is the amount of open space that is available could help an agency like SCDC by it leasing some of its available space and in turn helping it with its budget deficit.  Governor Sanford said he agrees with selling off the other assets, but that he did not think it is time to buy property for State government.  Mr. Rogers stated that the advantage to the property on Shop Road is that the existing facility is being offered at an incredibly low rate.  He said that the State could not build the facilities in which to operate on a fair piece of land for $2 million.  

Governor Sanford asked that action be delayed on blue agenda item 3(d) until the Board has had an opportunity to look at it.  Mr. Fusco said that staff will bring back a more comprehensive approach.  Mr. Eckstrom commented that he did not know if the Board had enough information to make the best decision at the time.  The Board agreed to delay taking action on blue agenda item 3(d).

Governor Sanford said that as a postscript he would like to see the mechanism changed with regard to the transfer of armories.  He said a bad message is being sent to taxpayers when there is a budget crisis and the State spends a couple of million dollars to buy property and not using existing resources.  He said the problem with the armory transfer is that it is not be transferred to the taxpayers.  He said with regard to the transfer of the Beaufort armory it is being transferred to the city and then to the federal government.  He said that there is anomaly in that there is a budget crisis and land is being given to the federal government which sends a conflicting statement.  

Mr. Harrell commented that the frustration he has is that item 3(d) is a Board item and that if the Board is in this difficulty why is it being discussed at the Board level.  He said that the members should have talked to Mr. Fusco before the meeting and let him know that the item should be taken off the agenda something else figured out.  He said that this is a Board item and is not like DOT or the Adjutant General was bringing the item.  He said that it is frustrating to him that the Board has even spent the time debating the item instead of saying to Mr. Fusco to take the item off the agenda to be presented at a later date.  

[Secretary’s note:  Senator Leatherman left during further discussion in order to attend the Senate session for the day.]

Mr. Eckstrom said that he had conversation with Mr. Fusco about the item but did not think it was appropriate to unilaterally direct him to take the item off of the agenda.  He said he thought it would be most appropriate for the Board to discuss the item.  Mr. Harrell said that he did not mind that the goal is to revamp the policy and another agency has brought it to Board.  However, he stated that this is the Board bringing the item and now considering delaying acting on it.  He said that it seems ironic to do so.

Upon a motion by Mr. Harrell, seconded by Mr. Patterson, the Board approved all items included on the blue agenda with exception of blue agenda item 3(d).  Blue agenda items are identified as such in these minutes. 

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


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

CONDUIT ISSUES:

	Description 

of Issue
	Agency/Institution 

(Borrower)
	Borrower’s 

Counsel
	Issuer’s 

Counsel

	$7,500,000 Scalamandre Silks, Inc.
	South Carolina Jobs-Economic Development Authority
	Haynsworth Sinkler Boyd
	Howell & Linkous

	$25,000,000 Waste Management of South Carolina, Inc., and Waste Management of Carolinas, Inc.
	South Carolina Jobs-Economic Development Authority
	Nexsen Pruet Jacobs & Pollard
	Haynsworth Sinkler Boyd

	$15,000,000 Community Young Men’s Christian Association of Rock Hill, S.C.
	South Carolina Jobs-Economic Development Authority
	Haynsworth Sinkler Boyd
	Nelson Mullins Riley & Scarborough

	$15,000,000 Medical University Facilities Corporation
	South Carolina Jobs-Economic Development Authority
	Haynsworth Sinkler Boyd
	Parker Poe Adams & Bernstein

	$185,000,000 Anderson Area Medical Center, Inc.
	South Carolina Jobs-Economic Development Authority
	McNair Law Firm
	Parker Poe Adams & Bernstein

	$23,000,000 Charleston Southern University
	SC Educational Facilities Authority
	McNair Law Firm
	Nexsen Pruet Jacobs & Pollard



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

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

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

	1.
	County Location:
	Spartanburg County

	
	From:
	Budget and Control Board

	
	To:
	Spartanburg Sanitary Sewer District

	
	Consideration:
	$1.00

	
	Description/Purpose:
	To install, operate and maintain an effluent diffuser 

line into the Pacolet River.


	2.
	County Location:
	Lexington County

	
	From:
	Budget and Control Board

	
	To:
	City of Cayce

	
	Consideration:
	$10.00

	
	Description/Purpose:
	To transfer title to water lines together with an easement for the purpose of ingress, egress, operation and maintenance of said lines to serve the proposed 43rd Readiness Building at the Pine Ridge Armory.


	3.
	County Location:
	Kershaw County

	
	From:
	Budget and Control Board

	
	To:
	Lugoff-Elgin Water Authority

	
	Consideration:
	$1.00

	
	Description/Purpose:
	To construct, operate and maintain an effluent discharge line into the Wateree River.


	4.
	County Location:
	Richland County

	
	From:
	Budget and Control Board

	
	To:
	South Carolina Electric & Gas Company

	
	Consideration:
	$1.00

	
	Description/Purpose:
	To upgrade an existing primary electrical line along Marion Street.



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

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

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

(a) Summary 9-2003:  Item 1.  Clemson University

Project:
9750, Fike Recreation/Wellness Center/Littlejohn House – Construction/Renovation

Request:
Increase budget to $21,310,000 (add $260,000 Other, Maintenance, Renovation and Repair funds) to enlarge the storm drainage system and correct exterior drainage problems associated with the construction and renovation of the Fike Recreation/Wellness Center and Littlejohn House at Clemson University.  The existing system is at capacity and the new construction necessitates the addition of storm drainage lines to ensure proper drainage around the site.

(b) Summary 9-2003:  Item 2.  Clemson University


Project:
9810, Jervey Athletic Center/McFadden Building Renovation – A/E


Request:
Establish project and budget ($200,000 Athletic Operating funds) to begin the initial design work for an overall renovation of coaching facilities in the Jervey Athletic Center and the McFadden Building at Clemson University.  The work is expected to be done in phases and will include interior structural changes and general refurbishment.  The design will also incorporate a Clemson athletic history presentation.

(c) Summary 9-2003:  Item 3.  Department of Mental Health

Project:
9684, Abbeville Clinic Acquisition

Request:
Establish project and budget ($20,000 Other, Medicaid funds) to cover the cost of an appraisal, environmental study and other investigative studies required to adequately evaluate property prior to purchase.  The Department of Mental Health is considering the purchase of a 6,250 square foot facility on one acre in Abbeville, currently being leased by the Beckman Mental Health Center. 


The Board deferred taking action on the following permanent improvement project establishment request:

(d) Summary 9-2003:  Item 4.  Budget and Control Board

Project: 
9751, Richland County – Shop Road Property Acquisition

Request:
Increase budget to $2,020,000 (add $2,000,000 Other, State Fleet Revenue funds) to purchase an 11.1 acre parcel of land on Shop Road with approximately 178,000 square feet of warehouse space to house the State Fleet Management, Surplus Property, Central Supply, and Agency Mail functions of General.

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

General Services:  Property Transactions (Blue Agenda Item #4)


The Board approved the following property acquisitions:

	(a)
	*Agency:
	Budget and Control Board

	
	Acreage:
	11.115± acres and approximately 178,000 square feet of industrial space

	
	Location:
	2348 Shop Road in Columbia

	
	County:
	Richland County

	
	Purpose:
	To provide space for the relocation of State Fleet Management, Agency Mail, Central Supply and Surplus Property to one consolidated location.

	
	Appraised Value:
	$1,600,000 as of 4/9/03

	
	Price/Seller:
	$1,550,000/JTC Acquisition, LLC c/o Keith Carpenter, Esq.

	
	Source of Funds:
	State Fleet Revenues

	
	Project Number:
	F03-9751

	
	Environmental Study:
	Approved – Approximately $50,000 in asbestos is present in the buildings and will need to be removed during renovation.

	
	Additional Annual Op Cost/SOF:
	No additional annual operating costs are expected.  Renovations to the buildings are estimated at $450,000 and will be paid from State Fleet Revenues.

	
	Approved By:
	JBRC on 5/1/03


[*Secretary’s Note:  Implementation of this item has been administratively deferred until Board action on item 3(d) above.]

The Board also approved the following property conveyances:

	(b)
	Agency:
	Department of Mental Health

	
	Acreage:
	.54± acres in two parcels and a 1,165 square foot house to be conveyed for the use of four one-bedroom apartments by DMH for 40 years.

	
	Location:
	309 Anderson Street in Greenville

	
	County:
	Greenville County

	
	Purpose:
	To make residential space available for mentally ill clients.

	
	Appraised Value:
	$40,000 for property to be conveyed

	
	Consideration/Conveyed To:
	DMH will get the use of four one-bedroom apartments for 40 years, with an estimated value of use at $967,680.  The apartments will be constructed on the property to be conveyed/Upstate Homeless Coalition

	
	Approved By:
	N/A



	(c)
	Agency:
	Department of Transportation

	
	Acreage:
	5.4± acres

	
	Location:
	1206 Gadsden Street in Anderson

	
	County:
	Anderson County

	
	Purpose:
	To dispose of surplus property.

	
	Appraised Value:
	$37,000 

	
	Consideration/Conveyed To:
	For the property, Anderson will relieve DOT of a $39,375 obligation for future road maintenance/City of Anderson

	
	Approved By:
	N/A


	(d)
	Agency:
	State of South Carolina

	
	Acreage:
	2.82± acres and a National Guard Armory

	
	Location:
	100 Academy Street in Johnston

	
	County:
	Edgefield County

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

	
	Appraised Value:
	N/A

	
	Price/Transferred To:
	N/A/Town of Johnston

	
	Approved By:
	N/A

	
	Additional Information:
	Request pursuant to Joint Resolution R27, S149.


	(e)
	Agency:
	State of South Carolina

	
	Acreage:
	10± acres and a National Guard Armory

	
	Location:
	1500 Rogers Street in Beaufort

	
	County:
	Beaufort County

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

	
	Appraised Value:
	N/A

	
	Price/Transferred To:
	N/A/City of Beaufort

	
	Approved By:
	N/A

	
	Additional Information:
	Request pursuant to Joint Resolution R59, H3850.


	(f)
	Agency:
	State of South Carolina

	
	Acreage:
	3± acres and a National Guard Armory

	
	Location:
	1509 Grays Highway near Ridgeland

	
	County:
	Jasper County

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

	
	Appraised Value:
	N/A

	
	Price/Transferred To:
	N/A/Jasper County

	
	Approved By:
	N/A

	
	Additional Information:
	Request pursuant to Joint Resolution R30, S269.



	(g)
	Agency:
	State of South Carolina

	
	Acreage:
	3.5± acres and a National Guard Armory

	
	Location:
	601 South Parler Avenue in St. George

	
	County:
	Dorchester County

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

	
	Appraised Value:
	N/A

	
	Price/Transferred To:
	N/A/City of St. George

	
	Approved By:
	N/A

	
	Additional Information:
	Request pursuant to Joint Resolution R60, H3868.


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

Division of Insurance and Grant Services:  Authorization to Import Non-Regional Waste for Disposal at Barnwell and Adoption of Disposal Rate Schedules for Fiscal Year 2004 (B#5)
Several provisions of Atlantic Interstate Low-Level Radioactive Waste Compact Implementation Act (“the Act”) (Attachment 1) require the Board to issue disposal rate schedules applicable to regional and non-regional waste.  The staff recommends that the Board approve the two attached disposal rate schedules, one for non-regional waste and one for Atlantic Compact regional waste.  

The attached Disposal Rate Schedule for Non-Atlantic Compact Waste (Attachment 2) for fiscal year 2004 is essentially the same as the rate schedule for fiscal year 2003.  The 2004 rate schedule breaks the weight-density charges into a larger number of discrete price categories than last year’s schedule.  

The attached Atlantic Compact Regional Waste Alternative Rate Schedule (Attachment 3), authorized under Subsection 48-46-40(A)(3), is intended to provide incentives for waste generators in South Carolina to use the Barnwell regional disposal site.  The objective of providing South Carolina and regional customers better rates than non-regional customers is to increase the fraction of total waste accepted at the Barnwell site that comes from regional customers, and to reduce the fraction of total waste coming from non-regional customers.  A better base of South Carolina and regional customers should help sustain financial viability of the disposal operation after 2008.  The alternative rate schedule would become effective June 1, 2003.
Provisions of the Act [48-46-40(A)(6)(a) and 48-46-70, South Carolina Code of Laws] (Attachment 4) allow importation of waste into the Atlantic compact region for disposal at the Barnwell site only when approved by the Board, and direct the Board to authorize importation of waste up to specific volume limits.  The staff recommends that the Board authorize importation of waste as directed by law and direct the executive director to ensure that the statutory volume cap is not exceeded. 

The Board adopted the recommended non-regional and regional rate schedules, authorized importation of non-regional waste, and directed the executive director to ensure that the statutory volume cap is not exceeded.

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

Division of Insurance And Grant Services:  Approval of Radioactive Waste Assessment for  Radioactive Waste Disposal Program and Atlantic Compact Commission (Blue Item #6)
The Atlantic Interstate Low-Level Radioactive Waste Compact Implementation Act (“the Act”)(48-46-30 et seq.,  South Carolina Code of Laws) assigns the Board certain responsibilities related to radioactive waste disposal.  Subsection 48-46-60(B) requires that costs associated with executing these responsibilities be reimbursed through imposition of a “surcharge per unit of waste received” at the Barnwell site. The disposal site operator is to collect and remit these fees to the Board in accordance with directions from the Board.  The Board’s projected budget for these activities for fiscal year 2004 is $522,000.  So that funding for reimbursement can be obtained in a timely manner, it is recommended that the disposal site operator remit to the Board within 30 days of the end of each month funds equivalent to $25 per cubic foot of waste received for disposal, up to a maximum of $522,000.  This amount is nine percent less than last year’s approved budget.

Subsection 48-46-70 (which incorporates the terms of the Atlantic Compact as state law) provides that, “The Commission shall impose a commission surcharge per unit of waste received at any regional facility. The total monies collected shall be adequate to pay the costs and expenses of the Commission and shall be remitted to the Commission on a timely basis as determined by the Commission.  The surcharge may be increased or decreased as the Commission deems necessary.  Subsection 48-46-60(C) further elaborates that the Atlantic Compact Commission shall advise the Board at least annually of its costs and expenses.  To cover these costs, the Board “shall impose a surcharge per unit of waste received” at the Barnwell site.  The Atlantic Compact Commission has advised the Board staff that its revenue needs for fiscal year 2004 are $300,000.  Assuming conservatively that the disposal facility receives 50,000 cubic feet of waste in fiscal year 2004, this would call for a Compact Administrative Surcharge of $6 per cubic foot.  Last year’s Compact Administrative Surcharge was $4 per cubic foot.  These funds are transferred to the Compact Commission on a quarterly basis.

The Board directed the Barnwell disposal site operator to remit to the Board within 30 days of the end of each month $25 per cubic foot on waste received for disposal beginning July 1, 2003, up to a total of $522,000, and directed the Barnwell disposal site operator to assess a Compact Commission surcharge of $6 per cubic foot of waste received for disposal and remit such funds to the Board within 30 days of the end of each quarter.

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

Procurement Services Division:  Procurement Certifications (Blue Agenda Item #7)


The Procurement Services Division, in accord with Section 11-35-1210, advised the Board that it audited the following agency and recommended certification within the parameters described in the audit report for the following limits for a period of three years:

Midlands Technical College:  goods and services (local funds only), $25,000* per commitment; consultant services (local funds only), $25,000* per commitment; information technology (local funds only), $25,000* per commitment; construction contract awards (local funds only), $25,000 per commitment; construction contract change orders (local funds only) $25,000 per change order; architect/engineering contract amendment (local funds only), $5,000 per amendment.

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

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

Midlands Technical College:  goods and services (local funds only), $25,000* per commitment; consultant services (local funds only), $25,000* per commitment; information technology (local funds only), $25,000* per commitment; construction contract awards (local funds only), $25,000 per commitment; construction contract change orders (local funds only) $25,000 per change order; architect/engineering contract amendment (local funds only), $5,000 per amendment.


*Total potential purchase commitment whether single-or multi- year contracts are used.
Information relating to this matter has been retained in these files and is identified as Exhibit 11.

Executive Director:  Revenue Bonds (Blue Agenda Item #8)


a.
Issuing Authority:
Horry County


Amount of Issue:
Not Exceeding $1,000,000 Hospital Revenue Bonds


Allocation Needed:
- 0 -

Name of Project:
Shoreline Behavioral Health Sciences


Employment Impact:
N/A


Project Description:
refinancing existing debt of Shoreline Behavioral Health Services; and costs of issuance


Bond Counsel:

Francenia B. Heizer, McNair Law Firm


(Exhibit 12)


b.
Issuing Authority:
Orangeburg County


Amount of Issue:
Not Exceeding $2,000,000 Hospital Revenue Bonds


Allocation Needed:
- 0 -

Name of Project:
Dawn Center Project


Employment Impact:
N/A


Project Description:
acquisition, construction, furnishing and equipping of a 6,650 square foot new facility and for the renovation of approximately 1,500 square feet of an existing facility, both for outpatient alcohol and drug abuse treatment


Bond Counsel:

Rion D. Foley, McNair Law Firm


(Exhibit 13)

Information relating to this matter has been retained in these files and is identified as Exhibits12 and 13, respectively.

Retirement Division:  System Valuations as of July 1, 2002 (Regular Session Item #1)
Each year, in accord with Code Section 9-1-260, a valuation is conducted on the four Retirement Systems administered by the Retirement Division.  These valuations, in the opinion of the consulting actuary, correctly present the condition of the South Carolina Retirement Systems as to those benefits which are funded on an actuarial reserve basis.

Ms. Boykin appeared before the Board on this item along with Chris Conradi of Gabriel, Roeder, Smith & Company, the Retirement Systems independent actuary.


Mr. Eckstrom asked whether the COLA estimate weighs in as a factor for evaluating the way the plan is currently handled.  Mr. Conradi responded that the way the actuarial valuation is prepared is to ignore the possibility of future COLAs.  He said that his firms understanding is that COLAs are not guaranteed under the statute and for that reason they are not reflected in the preparation of the actuarial valuation.  He noted that in a separate item it is reported what the affect of the subsequent year’s COLA (the one granted for July 1, 2003) will be. 

Mr. Eckstrom asked Mr. Conradi whether he was aware that the state has “never not granted a COLA”.  Mr. Conradi responded that he was aware of that the State has not failed to grant a COLA.  Mr. Eckstrom further inquired whether that had any bearing at all in the appropriateness of whether to continue to act as if the COLA is not going to be a cost to the plan.  Mr. Conradi said that his firm has argued in the past, prior to taking a hard look at the Legislation, that it was inappropriate for the state to the grant the COLA every year without taking the probability of future COLAs into account.  He commented, however, that when his firm more carefully examined the legislation that enacted the COLA they discovered that the COLA is not guaranteed.  He said that the COLA appears to be required up to the point at which the contribution rate would be required.

Mr. Eckstrom asked what would be the affect if the COLA were included in the projection.  Mr. Conradi responded that the COLA would be automatically granted in every year to reflect the Retirement Systems practice, but not to assume that it is going stop at some point because the contribution rate is required.  He said that then the contribution rate would be significantly higher.  He further comment that while he did not have an exact figure it would be on the order of multiple percentage points, not a few basis points. 

Mr. Eckstrom further asked whether Mr. Conradi had any sort of ballpark estimate for what affect including the COLA would have on the deficit (the unfunded liability).  Mr. Conradi state about $5 billion.  Mr. Eckstrom noted that with a current deficit just over 3 billion the real deficit in the Retirement System would be on the order of $8 or $9 billion if the State’s intention is to continue giving COLA’s.  Mr. Conradi agreed with Mr. Eckstroms comments.

In further discussion Mr. Eckstrom noted that the state made a change to remove the COLA from the calculation.  Mr. Conradi said that he was aware that at one point under the prior actuarial firm that the COLA was partially reflected and that a change was made by the Board at some point in the 1990s to remove the partial recognition of the COLA from the valuation.  Mr. Eckstrom asked if the same situation existed in a corporate pension plan whether a corporate sponsor get away with what the State is doing.  Mr. Conradi replied that he did not think the same situation could exist in a corporate pension plan because of the odd way the statutes are written.

Mr. Eckstrom asked Mr. Conradi whether the Board’s practice was parallel with that of corporate America.  Mr. Conradi said that he thinks that in corporate America there are very few plans on a that have an automatic cost of living, but for the ones that do, the COLA generally must be recognized. 

Mr. Eckstrom noted that pursuant to Financial Accounting Standard 5 if a liability is both probable and estimable then the financial statement issuer must reflect that liability.  Mr. Conradi said he was familiar with that general financial accounting standard.  He stated, however, that he thought that GASB 25, which is an accounting standard that applies to governmental pension plans, would override and that under GASB 25 the actuary is required to reflect the COLA if it is truly automatic and may under certain circumstances choose to reflect the COLA which has not done because of earlier decision by the Board. 

Mr. Eckstrom stated that the problem he has with not recognizing the COLA is that it does not honestly reflect what Retirement Systems financial situation is with this pension plan.  He commented that the State has created a document that causes the Board to make an inappropriate funding decision.  He said he thinks that by acting as if the COLA is not going to be granted in the future the Board fails to take the action that would be necessary to meet the intentions funding the COLA.  Mr. inquired as to how many years ago was it that this plan was almost fully funded.  Mr. Conradi responded that it was only two or threes before the legislature the granted a couple of major benefits in the form of the TERI program and 28-year retirement.

In further discussion with Mr. Conradi, Mr. Eckstrom asked how many more years would it be before Retirement System reaches the 30-year wall.  Mr. Conradi said that is speculative, but it could happen in the next two or three years.  Mr. Eckstrom said that because the State has not provided for COLAs it is going to face the situation for the first time ever in the history of the State when we will not be able to grant COLAs.  He said his concern is, for the retirees, for the financial health of the plan, and for existing state employees.  Mr. Eckstrom commented, and Mr. Conradi agreed, that right now the existing State employees are seeing their plan assets used to fund COLAs that were never paid for.  He said that he would like to see the Board consider a return to including COLAs in the calculation and that the State begin to fund the plan more appropriately.  He stated that he thought that the plan is being under funded.  Mr. Conradi said that as an actuary he finds the current situation very bizarre and unlike anything he has dealt with in other states. 


Mr. Harrell said he agrees with what was said but that he was as to what would happen on the equities side.  Mr. Conradi said that he is assuming that this year the State is not going to earn the 7¼% and that it going to be somewhere in the range of 0% to 2% range for the fund as a total.  He said that beyond that he is assuming that we’re going to get the 7¼%on market for the foreseeable future.  Mr. Conradi further commented that if there is another bad year it could be faster, but if there is a rebound from the bear market that the investment people talk about four years with an 18% return on a bear market then it could extend the period further where you can continue to give COLAs before going over 30 years.

Upon a motion by Mr. Harrell, seconded by Mr. Patterson, the Board directed staff to review the feasibility of including the cost-of-living adjustment in the calculation of the unfunded accrued liability and to develop specific language for the Board to consider for incorporation of the cost of living adjustment in the calculation.

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

Retirement Division:  Cost-of-Living Adjustment (Regular Session Item #2)

A cost-of-living adjustment for retirees has been granted each year in accordance with the S. C. Code of Laws 9-1-1810 (1970), 9-11-310 (1974), and 9-8-90 (1980).  Code Section 9-1-1810 was amended in 1986 adding the sentence “Any increase in allowances after the first five increases shall become effective only if the additional liabilities on account of the increase in allowances do not require an increase in the total employer rate of contribution.”  On April 23, 1996, the Budget and Control Board approved an SCRS Funding Policy that clarified 9-1-1810 stating “To grant a cost-of-living adjustment (COLA) in a given year the amortization period in the most recent actuarial valuation, with the liability for the COLA under consideration included in the UAAL and with the elimination of the effect of any changes in benefits, actuarial methods, and actuarial assumptions, must be at or below the amortization period for the preceding year.”

Upon a motion by Governor Sanford, seconded by Mr. Eckstrom, the Board deferred taking action on revising the South Carolina Retirement Systems Funding Policy governing cost-of-living adjustments to conform to 9-1-1810, and 9-11-310 and deferred granting a 2.4% governing cost-of-living adjustments for qualifying retirees and beneficiaries (those persons whose retirement was in effect July 1, 2002) until the June meeting of the Board when additional actuarial information and analysis discussed in regular session item #1 could be made available.  Mr. Eckstrom stated that any action to defer the COLA should not be construed as Board action to deny the COLA and he supported the concept of an annual COLA.  Governor Sanford and Mr. Eckstrom voted for the motion.  Mr. Harrell and Mr. Patterson abstained from voting on the motion.

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

General Services Division:  Lease Renewal for Public Service Commission (Regular Item #3)

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

The Public Service Commission currently leases 31,707 square feet of office space in the Saluda Building at Synergy Office Park, 101 Executive Center Drive in Columbia.  This lease expires August 31, 2003, and the agency has worked with the General Services leasing staff to secure a lease to meet its current needs.  The agency wishes to renew the lease to provide offices for its staff of 88.  The proposed lease, to begin September 1, 2003, is for a term of five (5) years with an expiration date of August 31, 2008.  The rental rate is $12.00 throughout the term.  This rate includes all property operating expenses.  Annual rent will be $380,484 and the total rent over the five-year period is $1,902,420.

The Public Service Commission has secured this property through coordination with the General Services’ Leasing Unit to obtain fair rates, terms and conditions.  The state’s process is designed to meet the requirements of Regulation 19-447.1000 and the proposed lease terms and conditions are consistent with the state standard lease.  Adequate funds are available and a financial plan has been submitted.  The Joint Bond Review Committee approved this proposed lease on May 1, 2003.

Upon a motion by Mr. Eckstrom, seconded by Mr. Harrell, the Board deferred taking action on approving a lease renewal for the Public Service Commission at 101 Executive Center Drive in Columbia.

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

General Services Division:  New Lease for the South Carolina State Housing Finance and Development Authority (Regular Session Item #4)
Regulation 19-447.1000 requires that leases which commit one million dollars or more in a five-year period be approved by the Budget and Control Board and reviewed by the Joint Bond Review Committee.

The South Carolina State Housing Finance and Development Authority currently leases 36,428 square feet of space that is split between two locations on Bluff Road that are overcrowded and in poor condition.  The Authority has been in search of property for several years that would better serve the agency’s needs and has determined that the proposed property is ideal for both current and future space requirements.  The Authority wishes to lease 39,194 square feet of office space on three floors of 200 Arbor Lake Drive in the Fontaine Business Center off I-277.  The space will house a staff of 130.  

The proposed lease, to begin April 1, 2003, is for a term of 22 years with an expiration date of March 31, 2025.  The rental rate begins at $16.00 in the first year and averages $16.85 over the term.  This rate includes $5.50 in property operating expenses.  Total rent over the 22-year period is $14,527,256. 

The Authority has secured this property through coordination with General Services’ Leasing Unit to obtain fair rates, terms and conditions.  The state’s process is designed to meet the requirements of Regulation 19-447.1000 and the proposed lease terms and conditions are consistent with the state standard lease.  Adequate funds are available and a financial plan has been submitted. The Joint Bond Review Committee approved this proposed lease at its meeting of April 1, 2003.


Upon a motion by Governor Sanford, seconded by Mr. Eckstrom, the Board agreed to reconsider the April 8, 2003, approval of a new lease by the State Housing Finance and Development Authority at 200 Arbor Lake Drive which was for a term of 22 years at an average rate of $16.85 per square foot.  Further, upon a motion by Mr. Harrell, seconded by Mr. Eckstrom, the Board subsequently deferred taking further action on the lease request.

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

General Services Division:  Property Sale (Regular Session Item #5)

The Division of General Services recommended approval of the following property sale:

	(a)
	Agency:
	Budget and Control Board

	
	Acreage:
	105.15± acres

	
	Location:
	Near Gaston

	
	County:
	Lexington County

	
	Purpose:
	To dispose of surplus real property.

	
	Appraised Value:
	To be determined

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

	
	Disposition of Proceeds:
	Ordinary Sinking Fund



Upon a motion by Mr. Harrell, seconded by Mr. Eckstrom, the Board deferred taking action on a proposed property sale of 105.15± acres near Gaston by the Budget and Control Board.

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

College of Charleston: Not Exceeding $7,200,000 General Obligation State Institution Bonds, Series 2003A, Issued on Behalf of the College of Charleston (Regular Session Item #6)

The Board was asked to adopt a resolution to provide for the issuance and sale of not exceeding $7,200,000 General Obligation State Institution Bonds, Series 2003A, issued on behalf of the College of Charleston.  The proceeds from the bond issuance will be used to pay all or a portion of the costs to construct a new school of business administration 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 $7,200,000 General Obligation State Institution Bonds, Series 2003A, issued on behalf of the College of Charleston.

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

South Carolina State University:  Not Exceeding $4,000,000 General Obligation State Institution Bonds, Series 2003G, Issued on Behalf of South Carolina State University (R#7)


The Board was asked to adopt a resolution to provide for the issuance and sale of not exceeding $4,000,000 General Obligation State Institution Bonds, Series 2003G, issued on behalf of South Carolina State University.  The proceeds from the bond issuance will be used maintain, repair, renovate, refurbish, furnish and refurnish existing University facilities, defray all of a portion of the costs of the project, and to pay the costs of issuance of the Bonds.

Upon a motion by Mr. Eckstrom, seconded by Mr. Patterson, the Board adopted a resolution to provide for the issuance and sale of not to exceed $4,000,000 General Obligation State Institution Bonds, Series 2003G, issued on behalf of South Carolina State University.

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

University of South Carolina:  Not Exceeding $5,500,000 University of South Carolina Revenue Bonds, Series 2003B (Regular Session Item #8)


The Board is asked to adopt a resolution making provision for the issuance and public sale of not to exceed $5,500,000 University of South Carolina Revenue Bonds, Series 2003B.  The proceeds from the sale of the bonds will be used to reimburse the University for capital expenditures previously made in connection with the acquisition of (i) a 253 space parking garage and a 725 space surface parking facility located at 1600 Hampton Street, Columbia, South Carolina; and (ii) an approximately 1,000 space surface parking facility located on two blocks bounded by the rights-of-way for Blossom, Lincoln, Devine and Gadsden Streets, and Gadsden, Devine, Lincoln and Greene Streets, Columbia, South Carolina.


Upon a motion by Mr. Patterson, seconded by Mr. Harrell, the Board adopted a resolution making provision for the issuance and sale of not to exceed $5,500,000 University of South Carolina Revenue Bonds, Series 2003B.


Information relating to this matter has been retained in these files and is identified as Exhibit 21.

University of South Carolina:  Not to Exceed $32,000,000 University of South Carolina Revenue Bonds, Series A, and University of South Carolina Revenue Bond Anticipation Notes, Series 2003A (Regular Session Item #9)

The Board was asked to adopt a resolution to provide for the issuance and sale of not to exceed $32,700,000 University of South Carolina Revenue Bonds, Series A, and the University of South Carolina Revenue Bond Anticipation Notes, Series 2003A.  The proceeds from the bond issuance will be used to provide a portion of the costs of refinancing certain outstanding bond anticipation notes of the University.

Upon a motion by Mr. Eckstrom, seconded by Mr. Harrell, the Board adopted a resolution to provide for the issuance and sale of not to exceed $32,700,000 University of South Carolina Revenue Bonds, Series A, and University of South Carolina Revenue Bond Anticipation Notes, Series 2003A.


Information relating to this matter has been retained in these files and is identified as Exhibit 22.

Budget and Control Board:  Not Exceeding $50,000,000 General Obligation State Highway Refunding Bonds, Series 2003B (Regular Session Item #10)

In 1997, the Board approved the issuance of $45 million of State Highway Bonds to fund the Cross Island Parkway in Hilton Head (bond series 1996B).  At the time, the bond interest rates were significantly higher than the rates that exist in today’s bond market.

At the request of SCDOT, the State Treasurer’s Office conducted an analysis of the Department of Transportation’s (DOT) outstanding debt and concluded that the department could realize substantial savings in debt service by refinancing the 1996B bonds.  The current interest rate of the 1996B bonds is 5.65%, and the analysis estimated that the new interest rate could be as low as 3.8%.  This reduction in the interest rate would save the department and the State approximately $1.2 million in interest cost over the life of the bonds.

In an effort to continue to find ways to save their limited financial resources, the Department of Transportation Commission has approved a resolution requesting the Board to approve the refinancing of the 1996 bonds.  A copy of the resolution is included as an attachment.


The Board was asked to adopt a resolution to provide for the issuance and sale of not exceeding $50,000,000 General Obligation State Highway Refunding Bonds, Series 2003B.


Upon a motion by Mr. Eckstrom, seconded by Mr. Patterson, the Board adopted a resolution to provide for the issuance and sale of not exceeding $50,000,000 General Obligation State Highway Refunding Bonds, Series 2003B.


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

Budget and Control Board:  Not Exceeding $35,000,000 State Capital Improvement Refunding Bonds, Series 2003B (Regular Session Item #11)

The Board was asked to adopt a resolution to provide for the issuance and sale of not exceeding $35, 000,000 State Capital Improvement Refunding Bonds, Series 2003B.


Upon a motion by Mr. Patterson, seconded by Mr. Eckstrom, the Board adopted a resolution to provide for the issuance and sale of not exceeding $35,000,000 State Capital Improvement Refunding Bonds, Series 2003B.


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

Future Meeting


The Board agreed to meet at 9:30 a.m. on Tuesday, June 17, 2003, in the Governor’s conference room in the Wade Hampton Building.


[Secretary’s Note:  Mr. Harrell left the meeting at this point to attend to legislative duties.]

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 Sanford declared the meeting to be in executive session:

1.
Human Resources


Compensation (Agency Head Salaries)  

Report on Matters Discussed in Executive Session 


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

(a)
Human Resources:  Compensation (Agency Head Salaries) (Ex. #1)

Approved the requested salaries as follows as recommended by the Agency Head Salary Commission:




Robert Kerr

Health and Human Services 

$116,199




James McClain
Probation, Parole & Pardon

$  93,500

Adjournment

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

[Secretary's Note:  In compliance with Code Section 30-4-80, public notice of and the agenda for this meeting were posted on bulletin boards in the office of the Governor's Press Secretary and in the Press Room, near the Board Secretary's office in the Wade Hampton Building, and in the lobby of the Wade Hampton Office Building at 2:00 p.m. on Monday, May 12, 2003.]

