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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING


May 16, 2006             9:30 A. M.
The Budget and Control Board (Board) met at 9:30 a.m. on Tuesday, May 16, 2006, 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;

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 Frank Fusco, Chief of Staff Stephen C. Osborne and Division Directors Peggy Boykin and George Dorn; General Counsel Edwin E. Evans; Governor’s Chief of Staff and Chief Legal Counsel Henry White; Deputy State Treasurer Frank Rainwater; Comptroller General’s Chief of Staff Nathan Kaminski, Jr.; Senate Finance Committee Budget Director Mike Shealy; Ways and Means Committee Chief of Staff 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 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

Mr. Fusco advised the Board that there was a technical correction that needed to be made to blue agenda item #8(b) to change a reference in Section 1 of the resolution from “Section 2” to “Section 3”.  Mr. Fusco also advised the Board that Mr. Patterson was requesting that executive session items 1 and 2 to be taken up in open session unless the Board had no particular reason to discuss individual credentials of nominees.

Upon a motion by Senator Leatherman, seconded by Mr. Patterson, the Board adopted the Budget and Control Board agenda after making a technical correction to the resolution for blue agenda item #8(b) and after agreeing to consider executive session items during the regular session.  At Mr. Patterson’s request the Board also agreed to consider executive session items #1 and #2 in open session.
Minutes of Previous Meeting


Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board approved the minutes of the March 21, 2006, Budget and Control Board meeting; acting as the Educational Facilities Authority for Private Nonprofit Institutions of Higher Learning, approved the minutes of the March 21, 2006, Authority meeting; and, acting as the Tobacco Settlement Revenue Management Authority, approved the minutes of the March 21, 2006, Authority meeting.

Blue Agenda


Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board approved blue agenda items except as noted herein.  Blue agenda items are identified as such in these minutes.  

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

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

CONDUIT ISSUES:

	Description 

of Issue
	Agency/Institution 

(Borrower)
	Borrower’s 

Counsel
	Issuer’s 

Counsel

	$6,500,000 Eau Claire Cooperative Health Center, Inc.
	South Carolina Jobs Economic Development Authority
	Parker Poe
	Haynsworth Sinkler Boyd

	$78,000,000 Upstate Senior Living, Inc., d/b/a The Woodlands at Furman
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	Howell and Linkous

	$17,000,000 Presbyterian College
	SC Educational Facilities Authority
	Haynsworth Sinkler Boyd
	McNair Law Firm

	$19,000,000 Innovista Garage Project
	South Carolina Jobs Economic Development Authority
	McNair Law Firm
	Howell and Linkous

	$4,325,000 South Carolina Blood Centers, Inc.
	South Carolina Jobs Economic Development Authority

	Haynsworth Sinkler Boyd
	McNair Law Firm

	$11,750,000 Allen University
	South Carolina Jobs Economic Development Authority
	McGuire Woods, LLP
	Haynsworth Sinkler Boyd

	$8,500,000 MacLean Power York, LLC
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinker Boyd
	McNair Law Firm

	$6,000,000 EverMay at Rapha Holding Company, LLC
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	Howell and Linkous

	$14,000,000 Goodwill Industries of Upper South Carolina, Inc.
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	Nexsen Pruet



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

General Services: Easements (Blue Item #2)


The Board approved the following easements as requested by the General Services Division in accordance with SC Code of Laws Sections 1-11-80, 1-11-90, 1-11-100 and 10-1-130:
	(a)
	County Location:
	Anderson County

	
	From:
	Budget and Control Board

	
	To:
	County of Anderson

	
	Consideration:
	$700.00

	
	Description/Purpose:
	To grant a .057 acre easement for the installation, operation and maintenance of a 36” gravity sewer main across the Rocky River parallel to Beaverdam Creek to connect to the Rocky River Wastewater Treatment Plant.


	(b)
	County Location:
	Charleston County

	
	From:
	Budget and Control Board

	
	To:
	Charleston Water System

	
	Consideration:
	$700.00

	
	Description/Purpose:
	To grant a 0.83 acre easement for the installation, operation and maintenance of a 24” water main across the Wando River to supply potable water to the Mount Pleasant Waterworks distribution system.


	(c)
	County Location:
	Richland County

	
	From:
	Budget and Control Board

	
	To:
	City of Columbia

	
	Consideration:
	$1.00

	
	Description/Purpose:
	To grant a 0.33 acre easement for the installation, operation and maintenance of a water main serving the Mental Illness Recovery Center, Inc. (MIRCI) on Beckman Road.


	(d)
	County Location:
	Richland County

	
	From:
	Budget and Control Board

	
	To:
	City of Columbia

	
	Consideration:
	$1.00

	
	Description/Purpose:
	To grant a 0.021 acre easement for the installation, operation and maintenance of a sanitary sewer system serving the Mental Illness Recovery Center, Inc. (MIRCI) on Beckman Road.


	(e)
	County Location:
	Lexington County

	
	From:
	Budget and Control Board

	
	To:
	City of Cayce

	
	Consideration:
	$700.00

	
	Description/Purpose:
	To grant a 0.41 acre easement for the construction, operation and maintenance of an effluent discharge pipe and outfall structure into the Congaree River to upgrade and expand the City of Cayce Wastewater Treatment Plant.


	(f)
	County Location:
	Aiken County

	
	From:
	Department of Transportation

	
	To:
	County of Aiken

	
	Consideration:
	$1.00 (paving enhancement to state property)

	
	Description/Purpose:
	To grant a .37 acre easement for road improvements along Washington Road that fronts DOT’s maintenance facility.



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

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

The Board approved the following property conveyances as recommended by the General Services Division except as noted herein:

	(a)
	Agency:
	Budget and Control Board

	
	Acreage:
	10.44± acres

	
	Location:
	On Ruby Road near Hartsville

	
	County:
	Darlington

	
	Purpose:
	To dispose of surplus real property formerly used by the Forestry Commission (Hartsville Fire Tower).

	
	Appraised Value:
	$15,000 as of 12-9-05

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

	
	Disposition of Proceeds:
	To be divided with the agency pursuant to Proviso 63.40.

	
	Approved By:
	N/A


	(b)
	Agency:
	Budget and Control Board

	
	Acreage:
	9.61± acres

	
	Location:
	395 Fire Tower Road

	
	County:
	Richland

	
	Purpose:
	To dispose of surplus real property formerly used by the Forestry Commission (Ballentine Fire Tower).

	
	Appraised Value:
	$231,000 as of 9-15-05

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

	
	Disposition of Proceeds:
	To be divided with agency pursuant to Proviso 63.40.

	
	Approved By:
	N/A


	(c)
	Agency:
	Budget and Control Board

	
	Acreage:
	10± acres

	
	Location:
	113 North Firetower Court

	
	County:
	Richland

	
	Purpose:
	To dispose of surplus real property formerly used by the Forestry Commission (Blythewood Fire Tower).

	
	Appraised Value:
	$126,900 as of 2-2-06

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

	
	Disposition of Proceeds:
	To be divided with agency pursuant to Proviso 63.40.

	
	Approved By:
	N/A


	(d)
	Agency:
	Budget and Control Board

	
	Acreage:
	10± acres

	
	Location:
	On Barton Road near Luray

	
	County:
	Allendale

	
	Purpose:
	To dispose of surplus real property formerly used by the Forestry Commission (Luray Fire Tower).

	
	Appraised Value:
	$30,000 as of 2-3-06

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

	
	Disposition of Proceeds:
	To be divided with agency pursuant to Proviso 63.40.

	
	Approved By:
	N/A


	(e)
	Agency:
	Budget and Control Board

	
	Acreage:
	9.3± acres

	
	Location:
	On Old Orangeburg Road near Estill

	
	County:
	Hampton

	
	Purpose:
	To dispose of surplus real property formerly used by the Forestry Commission (Scotia Fire Tower).

	
	Appraised Value:
	$25,700 as of 1-28-06

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

	
	Disposition of Proceeds:
	To be divided with agency pursuant to Proviso 63.40.

	
	Approved By:
	N.A


	(f)
	Agency:
	Budget and Control Board

	
	Acreage:
	10± acres

	
	Location:
	Intersection of Fire Tower Road & Carolina Bays Parkway near Longs

	
	County:
	Horry

	
	Purpose:
	To dispose of surplus real property formerly used by the Forestry Commission (Wampee Fire Tower).

	
	Appraised Value:
	$33,000 as of 2-27-06

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

	
	Disposition of Proceeds:
	To be divided with agency pursuant to Proviso 63.40.

	
	Approved By:
	N.A


	 (g)
	Agency:
	Budget and Control Board

	
	Acreage:
	1.25± acres

	
	Location:
	96 Fire Tower Road near Campobello

	
	County:
	Spartanburg

	
	Purpose:
	To dispose of surplus real property formerly used by the Forestry Commission (August Hill Fire Tower).

	
	Appraised Value:
	$2,500 as of 2-28-06

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

	
	Disposition of Proceeds:
	To be divided with agency pursuant to Proviso 63.40.

	
	Approved By:
	N/A


	(h)
	Agency:
	Budget and Control Board

	
	Acreage:
	10± acres

	
	Location:
	On U.S. Highway 78 near Ridgeville

	
	County:
	Dorchester

	
	Purpose:
	To dispose of surplus real property formerly used by the Forestry Commission (Ridgeville Fire Tower).

	
	Appraised Value:
	$140,000 as of 3-20-06

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

	
	Disposition of Proceeds:
	To be divided with agency pursuant to Proviso 63.40.

	
	Approved By:
	N/A


	(i)
	Agency:
	Budget and Control Board

	
	Acreage:
	1.86± acres

	
	Location:
	612 North Main Street in Bamberg

	
	County:
	Bamberg

	
	Purpose:
	To transfer a surplus National Guard Armory to a political subdivision pursuant to Joint Resolution R249, H4294.

	
	Appraised Value:
	N/A

	
	Consideration/Grantee
	N/A / City of Bamberg

	
	Disposition of Proceeds:
	N/A

	
	Approved By:
	N/A


	 (j)
	Agency:
	Budget and Control Board

	
	Acreage:
	2.2± acres

	
	Location:
	135 Calhoun Street in Lake City

	
	County:
	Florence

	
	Purpose:
	To transfer a surplus National Guard armory to a political subdivision pursuant to Joint Resolution R249, H4294.

	
	Appraised Value:
	N/A

	
	Consideration /Grantee
	N/A / City of Lake City

	
	Disposition of Proceeds:
	N/A

	
	Approved By:
	N/A


	(k)
	Agency:
	Myrtle Beach Air Force Base Redevelopment Authority

	
	Acreage:
	3.012± acres

	
	Location:
	Lot 5 Block 3, Phillis Street

	
	County:
	Horry

	
	Purpose:
	To sell real property at the former Myrtle Beach Air Force Base thereby returning property to the community, enhancing the tax base, replacing lost jobs, and improving economic growth.

	
	Appraised Value:
	$476,520

	
	Price/Purchaser:
	$476,520/Thomas E. and Connie S. Thompson

	
	Disposition of Proceeds:
	To be retained by the Myrtle Beach RDA.

	
	Approved By:
	N/A


	(l)
	Agency:
	Myrtle Beach Air Force Base Redevelopment Authority

	
	Acreage:
	1.776± acres

	
	Location:
	Lot 2 Block 10, Shine Avenue

	
	County:
	Horry

	
	Purpose:
	To sell real property at the former Myrtle Beach Air Force Base thereby returning property to the community, enhancing the tax base, replacing lost jobs, and improving economic growth.

	
	Appraised Value:
	$800,000

	
	Price/Purchaser:
	$800,000/Donald E. Perry, II and Paul C. Perry

	
	Disposition of Proceeds:
	To be retained by the Myrtle Beach RDA.

	
	Approved By:
	N/A


	(m)
	Agency:
	Budget and Control Board

	
	Acreage:
	1.13± acres

	
	Location:
	On Ethridge Drive in Andrews

	
	County:
	Georgetown

	
	Purpose:
	To dispose of a former DPS radio tower site.

	
	Appraised Value:
	$19,000 as of 3-30-06

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

	
	Disposition of Proceeds:
	To be divided with agency pursuant to Proviso 63.40.

	
	Approved By:
	N/A


	(n)
	Agency:
	Budget and Control Board

	
	Acreage:
	.021± acre

	
	Location:
	At Bird Street and University Drive

	
	County:
	York

	
	Purpose:
	To sell property at the DDSN facility to the County for the construction of a traffic circle to ease traffic flow in the area.

	
	Appraised Value:
	$1,700

	
	Price/Purchaser:
	$1,700/York County

	
	Disposition of Proceeds:
	To be divided with agency pursuant to Proviso 63.40.

	
	Approved By:
	N/A


	(o)
	Agency:
	Budget and Control Board

	
	Acreage:
	311± acres

	
	Location:
	On Miles Jamison Road near Summerville

	
	County:
	Dorchester

	
	Purpose:
	To dispose of surplus real property at the DDSN Coastal Center.

	
	Appraised Value:
	$6,550,000 as of 4-11-06

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

	
	Disposition of Proceeds:
	To be divided with agency pursuant to Proviso 63.40.

	
	Approved By:
	N/A



[Secretary’s Note:  The Board approved the transfer of item (o) by way of an auction.  See the discussion below.]

	(p)
	Agency:
	Budget and Control Board

	
	Acreage:
	5± acres

	
	Location:
	On Colonial Drive 

	
	County:
	Richland

	
	Purpose:
	To transfer real property to the Lexington-Richland Alcohol and Drug Abuse Commission (LRADAC) for the purpose of constructing a facility to care for mental health clients. 

	
	Appraised Value:
	$1,200,000 as of 11-8-05

	
	Price/Purchaser:
	$1,200,000/LRADAC

	
	Disposition of Proceeds:
	To be divided with agency pursuant to Proviso 63.40.

	
	Approved By:
	DMH Commission on 5-2-06

	
	Additional Information:
	This sale is on the condition that LRADAC construct the 16-bed substance abuse facility required by the agency.


The Board also approved the following other transaction as recommended by General Services:  

	(q)
	Agency:
	Budget and Control Board

	
	Acreage:
	10± acres

	
	Location:
	276 Munn Road in Fort Mill

	
	County:
	York

	
	Purpose:
	To request annexation of the National Guard Armory property thereby obtaining reduced water and sewer rates, increased police and fire protection.

	
	Appraised Value:
	N/A

	
	Price/Purchaser:
	N/A

	
	Disposition of Proceeds:
	N/A

	
	Approved By:
	N/A



Governor Sanford stated that it is the position of his administration to be against transfers without compensation.  He said there are a number of properties on the agenda that are just pure transfers.  He stated that the transfers over account the cost of government from the entity that is doing the transfer and under account the cost of government to the local entity that is receiving the property.  He also stated that there are a couple of properties listed that would benefit from being auctioned.


Senator Leatherman asked Governor Sanford whether he would like to take a vote on the items he has concerns with.  Governor Sanford stated that items (i), (j), (k), (l), and (o) present great value for having these items go through an open auction process as compared to a bid process.  Mr. Dorn stated that because of the nature of the Summerville DDSN property (item (o)) General Services had anticipated the Board directing the property to be disposed of by way of an auction.  Governor Sanford said the market is red hot in the area and it could be that money is being left on the table as taxpayers.  Mr. Dorn further stated that items (i) and (j) are part of the Myrtle Beach Air Force Base Redevelopment Authority sale and that it is within their authority to broker property as they see fit.  


Governor Sanford moved to have item (o) be offered at open auction and the motion was seconded by Mr. Eckstrom.  Governor Sanford, Mr. Eckstrom, and Mr. Patterson voted for the motion.  Senator Leatherman and Mr. Cooper voted against the motion.


Governor Sanford withdrew his objection to the Myrtle Beach RDA items (k) and (l) being conveyed as recommended.  Governor Sanford further moved to have the properties associated with items (i) and (j) auctioned rather than transferred.  Mr. Eckstrom seconded the motion.  Senator Leatherman then moved to table the motion to have the properties related to (i) and (j) auctioned and Mr. Cooper seconded the motion.  Senator Leatherman, Mr. Cooper, and Mr. Patterson voted for the motion to table thereby carrying the motion.  Governor Sanford and Mr. Eckstrom voted against the motion to table.  


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

General Services Division:  State Real Property Leases (Blue Agenda Item #4)

The Board approved the following other state real property leases as recommended by the General Services Division:

	(a)
	Agency:
	Department of Natural Resources

	
	Tenant:
	US Fish and Wildlife Service

	
	Location:
	Bucksport Wildlife Management Area

	
	County:
	Horry

	
	Description:
	7,661.2 acres between US 701 and SC 544 near Bucksport

	
	Term:
	5 years 

	
	Rent:
	$ 1.00 for the term

	
	Other:
	The US Fish and Wildlife Service agrees to administer the Bucksport

tract as part of the Waccamaw National Wildlife Refuge according to a joint management agreement.


	(b)
	Agency:
	SC Forestry Commission

	
	Tenant:
	Barry Farrell

	
	Location:
	73 Fire Tower Road,  Simpsonville

	
	County:
	Greenville

	
	Description:
	Two acres and 1,100  sq. ft. house 

	
	Term:
	1 year

	
	Rent:
	$5,400 annual – Fair Market Value

	
	Other:
	Tenant is employed by the Commission in the Law Enforcement Division.  Rental of this facility is not part of job assignment or compensation.



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

Office of State Budget:  Permanent Improvement Projects (Blue Agenda Item #5)
The Board approved the following permanent improvement project establishment requests and budget revisions that have been reviewed favorably by the Joint Bond Review Committee: 

(a)
Summary 7-2006:  Item 7.  Coastal Carolina University


Project:
9548, Science Building Renovation


Request:
Establish project and budget ($825,000 Institution Bond funds) to renovate and provide needed deferred maintenance to the 26 year-old Science Building at Coastal Carolina.  The work will include repairing the roof and HVAC system, upgrading the electrical system, and replacing windows.  Due to lack of funds, the University has been unable to provide much needed repairs to the building.  The agency reports the total projected cost of this project is $825,000 and no additional annual operating costs will result from the project.

(b)
Summary 7-2006:  Item 8.  Coastal Carolina University


Project:
9549, Residence Hall Renovations


Request:
Establish project and budget ($614,000 Institution Bond funds) to make much needed repairs and maintenance to the seven residence halls at Coastal Carolina.  The work in the facilities and their dining areas will include repairing roofs, windows, doors, vinyl siding, electrical systems, and floor tiles, painting, replacing a heat pump, upgrading a laundry facility and other annual maintenance and repairs.  Due to lack of funds, the University has been unable to provide these much needed repairs to the residence halls.  The agency reports the total projected cost of this project is $614,000 and no additional annual operating costs will result from the project.

(c)
Summary 7-2006:  Item 9.  Coastal Carolina University


Project:
9550, Deferred Maintenance


Request:
Establish project and budget ($2,059,000 Institution Bond funds) to provide deferred maintenance on buildings campuswide at Coastal Carolina.  The small maintenance jobs will include upgrading electrical and HVAC systems, repairing roofs, improving exteriors and interiors, and related work.  Due to lack of funds, the University has been unable to provide the much needed repairs.  The agency reports the total projected cost of this project is $2,059,000 and no additional annual operating costs will result from the project.

(d)
Summary 7-2006:  Item 12.  SC State University


Project:
9577, Campus-Wide Buildings Miscellaneous Repairs


Request:
Increase budget to $5,106,000 (add $1,500,000 Other, Renovation Reserve funds) to continue performing miscellaneous repairs to various education and general buildings at SC State.  The work will include repairing or replacing mechanical, plumbing, sewer and HVAC systems, roofs, windows, stairways, and floors, upgrading emergency lighting and fire alarm systems, and other related work.  These repairs must be addressed to accommodate university programs and services, prevent further deterioration of assets, and protect the health and safety of students and faculty.  The agency reports the total projected cost of this project is $5,106,000 and no additional annual operating costs will result from the project.

(e)
Summary 8-2006:  Item 10.  Medical University


Project:
9779, Campus Elevator Upgrades


Request:
Increase budget to $1,357,200 (add $832,800 Other, University Generated and Institutional Capital Project Funds) to revise the scope for upgrading the most unreliable elevators on MUSC’s campus.  In addition to four other elevator upgrades replacing wheels, cables, doors, controllers and tracts, MUSC will extend elevator service to the eighth floor of the Walton Research Building.  The elevator currently provides service to only seven of the eight floors.  Because the Pathology Department is renovating the eighth floor for office use, elevator service needs to be extended to that floor.  The agency reports the total projected cost of this project is $1,357,200 and no additional annual operating costs will result from the project.

(f)
Summary 8-2006:  Item 13.  Department of Mental Health


Project:
9698, Campbell VA Home Roof Replacement


Request:
Establish project and budget ($1,150,000 Other, Medicaid funds) to replace the 15 year-old, 117,000 square foot shingle roof with a metal roof system at the Department of Mental Health’s Campbell VA Nursing Home in Anderson.  A shingle roof replacement would only have a life expectancy of 15 years, while a metal roof will have a life expectancy of 40 years.  The existing roof leaks and has been patched on several occasions and now requires replacement.  If not replaced, the leaking roof will result in deterioration of the deck and interior features and could cause life safety problems.  The agency reports the total projected cost of this project is $1,150,000 and no additional annual operating costs will result from the project.

(g)
Summary 7-2006:  Item 14.  Department of Natural Resources


Project:
9891, Marion County – Woodbury Tract Acquisition


Request:
Establish project and budget ($20,000 Other, Heritage Land Trust Funds) to cover the cost of an appraisal, environmental study and other investigative studies required to adequately evaluate property prior to purchase.  The Department of Natural Resources is considering the purchase of approximately 25,668 acres of land in Marion County.  The property will protect river frontage along the Great Pee Dee and Little Pee Dee Rivers and will be available to the public for recreational activities.  The agency reports the total projected cost of this project is $28 million and no additional annual operating costs will result from this request.

(h)
Summary 7-2006:  Item 15.  Department of Natural Resources


Project:
9892, Hampton – Hamilton Ridge Acquisition


Request:
Establish project and budget ($20,000 Other, Heritage Land Trust Funds) to cover the cost of an appraisal, environmental study and other investigative studies required to adequately evaluate property prior to purchase.  The Department of Natural Resources is considering the purchase of approximately 13,281 acres of land in Hampton County.  The property, which adjoins DNR’s Webb Wildlife Center, will protect river frontage along the Savannah River and will be available to the public for recreational activities.  The agency reports the total projected cost of this project is $23 million and no additional annual operating costs will result from this request.

(i)
Summary 8-2006:  Item 18.  Department of Motor Vehicles


Project:
9586, Statewide DMV Deferred Maintenance


Request:
Establish project and budget ($3,000,000 Other, DMV Miscellaneous Revenue funds) to perform deferred maintenance on the Department of Motor Vehicles’ facilities statewide.  The work will include repairing and replacing HVAC, electrical, plumbing, storm drainage and roofing systems, paving, painting, and other related work.  A funding shortage over the last several years has created an accumulation of maintenance work.  The agency reports the total projected cost of this project is $3 million and no additional annual operating costs will result from the project.

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

Office of State Budget:   Real Property Acquisitions (Blue Agenda Item #6)

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

	(a)
	Agency:
	South Carolina State University

	
	Acreage:
	.29± acres

	
	Location:
	On Chestnut Street in Orangeburg

	
	County:
	Orangeburg County

	
	Purpose:
	To support the University’s Master Plan and provide land for future development.

	
	Appraised Value:
	$8,000

	
	Price/Seller:
	$8,000 / Ethel Griffin, Laurens, SC

	
	Source of Funds:
	Other, Tuition and Fees

	
	Project Number:
	H24-9593

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A 

	
	Additional Annual Op Cost/SOF:
	Additional annual operating costs of approximately $500 for grounds maintenance will be absorbed within the existing University budget.

	
	Current Year Property Tax:
	$115.19

	
	Approved By:
	CHE on 4/13/06; JBRC on 5/3/06


	(b)
	Agency:
	South Carolina State University

	
	Acreage:
	.09± acres and two approximately 800 square foot houses

	
	Location:
	At 481 and 485 Buckley Street in Orangeburg

	
	County:
	Orangeburg County

	
	Purpose:
	To support the University’s Master Plan and provide land for future housing development and increased security.

	
	Appraised Value:
	$50,000

	
	Price/Seller:
	$50,000 / Carlson and Gussie Austin, Orangeburg, SC

	
	Source of Funds:
	Other, Tuition and Fees

	
	Project Number:
	H24-9618

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A - Houses will be demolished.

	
	Additional Annual Op Cost/SOF:
	Additional annual operating costs of approximately $500 for grounds maintenance will be absorbed within the existing University budget.  Demolition of the houses, estimated at $16,000, will be funded from renovation reserve funds.

	
	Current Year Property Tax:
	$558.07

	
	Approved By:
	CHE on 4/13/06; JBRC on 5/3/06


	 (c)
	Agency:
	South Carolina State University

	
	Acreage:
	.23± acres and an approximately 1,100 square foot house

	
	Location:
	At 1096 Goff Avenue in Orangeburg

	
	County:
	Orangeburg County

	
	Purpose:
	To support the University’s Master Plan and provide land for future housing development and increased security.

	
	Appraised Value:
	$59,250

	
	Price/Seller:
	$59,250 / Willie B. and Araminta P. Owens, Orangeburg, SC

	
	Source of Funds:
	Other, Tuition and Fees

	
	Project Number:
	H24-9620

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A - House will be demolished.

	
	Additional Annual Op Cost/SOF:
	Additional annual operating costs of approximately $500 for grounds maintenance will be absorbed within the existing University budget.  Demolition of the house, estimated at $8,000, will be funded from renovation reserve funds.

	
	Current Year Property Tax:
	$1,088.33

	
	Approved By:
	CHE on 4/13/06; JBRC on  5/3/06


	(d)
	Agency:
	University of South Carolina

	
	Acreage:
	.24± acres with a 2-story, 16,240 square feet office facility

	
	Location:
	At 1321 Pendleton Street in Columbia

	
	County:
	Richland County

	
	Purpose:
	To provide for continued campus development and to accommodate the relocation of functions to free up space for reallocation to expanding departments.

	
	Appraised Value:
	$690,000

	
	Price/Seller:
	$550,000 / Pendleton Building, LLC, Columbia, SC

	
	Source of Funds:
	Institution Bonds

	
	Project Number:
	H27-6035

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	Approved

	
	Additional Annual Op Cost/SOF:
	No additional annual operating costs are anticipated because the University currently leases the building and is responsible for the operating costs.

	
	Current Year Property Tax:
	$13,878.06

	
	Approved By:
	CHE 3/27/06; JBRC on 5/3/06


	 (e)
	Agency:
	Department of Natural Resources

	
	Acreage:
	434± acres and approximately 4,275 square feet of storage space in five structures

	
	Location:
	On Floyd Farm Road, southwest of McBee and bordering DNR’s McBee Wildlife Management Area (WMA)

	
	County:
	Chesterfield County

	
	Purpose:
	To connect three separate tracts of land that comprise the McBee WMA into one contiguous parcel with clear boundaries and increase public recreational activities.

	
	Appraised Value:
	$694,500

	
	Price/Seller:
	$694,500 / Christopher Floyd, Charlotte, NC

	
	Source of Funds:
	Other, SC Conservation Bank Grant and Deer License Revenues

	
	Project Number:
	P24-9884

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A - Facilities will not be occupied.

	
	Additional Annual Op Cost/SOF:
	Any additional annual operating costs will be minimal and will be paid from DNR revenue and federal Pittman-Robertson funds.

	
	Current Year Property Tax:
	$595.00

	
	Approved By:
	JBRC on 5/3/06


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

	
	Acreage:
	10.04± acres

	
	Location:
	At Hunting Island State Park in Beaufort County

	
	County:
	Beaufort County

	
	Purpose:
	To protect several small undeveloped islands within the marsh of Hunting Island State Park and open them to recreational use.

	
	Appraised Value:
	N/A

	
	Price/Seller:
	Donation / The Trust for Public Land, Bluffton, SC

	
	Source of Funds:
	N/A

	
	Project Number:
	P28-9691

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	No additional annual operating costs are anticipated.  The islands will be left in their undeveloped state and used for recreation such as primitive camping.

	
	Current Year Property Tax:
	$815.10

	
	Approved By:
	JBRC on 5/3/06

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



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

Local Government:  Grant Requests (Blue Agenda Item #7)

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

a.
Grantee:


Town of Honea Path

Grant Request:


$75,000
Purpose/Description:

The town’s sewer system treatment costs are unusually high due to infiltration and inflow (I/I), which is very prominent when it rains.  The town requests assistance to slip line pipe and seal manholes to reduce the problem.

Project Impact:

Completion of the project will reduce I/I in the system and thereby lower sewer treatment costs.

Cost of Project:


$91,000

OLG Recommendation:          $70,000   The balance of the project cost will be provided by the Town of Honea Path.

b.
Grantee:





Union County/Rocky Creek Water Company (RCWC)

Grant Request:




$77,000
Purpose/Description:




The SC Department of Transportation will be making improvements at the intersection of SC Route 9 and SC Route 114.  RCWC has water lines in the DOT right-of-way that must be relocated as a result of these improvements.

Project Impact:





Completion of the project will allow for improvements to the intersection without the interruption of water service.

Cost of Project:





$105,000
OLG Recommendation:




$77,000   SC DOT will contribute $8,000 and RCWC will contribute $20,000.
The Board approved the following grant requests as recommended by the Office of Local Government:  Honea Path, $70,000 and Union County RCWC, $77,000.
Information relating to this matter has been retained in these files and is identified as Exhibit 7.

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

The Board approved the following proposals to issue revenue bonds:

a.
Issuing Authority:
State Housing Finance and Development Authority

Amount of Issue:
N/E $11,800,000 Multifamily Rental Housing Revenue Bonds 

Allocation Needed:
-0-

Name of Project:
Saluda Vistas Apartments

Employment Impact:
n/a

Project Description:
finance construction and equipping of 208-unit multifamily rental housing project in West Columbia

Bond Counsel:
William M. Musser, III, McNair Law Firm, PA 
(Exhibit 8)
b.
Issuing Authority:
State Housing Finance and Development Authority

Amount of Issue:
$125,000,000 Mortgage Revenue Bonds

Allocation Needed:
$100,000,000

Name of Project:
Mortgage Revenue bonds

Project Description:
provides below market interest rate mortgages to lower income predominantly first time home buyers

Bond Counsel:
Tracey Easton Dial, State Housing Finance and Development Authority
(Exhibit 9)
Executive Director:  Economic Development – 2006 Ceiling Allocation (Blue Item #9)

The initial balance of the 2006 state ceiling allocation was $340,406,640.  In accord with Code Section 1-11-520, $136,162,656 (40% of the total) was designated as the state pool and $204,243,984 (60% of the total) was designated as the local pool.  There is presently a state ceiling balance of $319,611,640 remaining for 2006.  Allocation requests for 2006 totaling $140,500,000 have been received thus far.


The recommendations from the Department of Commerce for allocations for this cycle total $13,000,000.  The Department of Commerce made the following recommendations for allocation:


From the local pool:



Hampton County, Carolina Soya, Inc., (Hampton) $9,000,000; and



JEDA, Associated Packing, Inc., (Greenville) $4,000,000


In accord with Code Section 1-11-540, the State Housing Finance and Development Authority requested that the Board, prior to July 1, allocate to it $100,000,000 of the state ceiling for issuance of mortgage revenue bonds.  The Authority advised that if reservations under the Authority's Mortgage Revenue Bond Program continue at their current pace, the Program will have committed all available mortgage revenue funds by the first week in June.  In order to prevent a disruption of the program prior to July 1 and to price bonds at the lowest possible rate, the Authority requested a ceiling allocation of $100,000,000.  Thus, the positive impact upon the State is of such significance that approval of the allocation prior to July 1 is warranted.

Approving the recommended requests, would leave an unexpended state ceiling balance of $206,406,640 (state pool - $36,162,656; local pool - $170,448,984) 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:


From the local pool:



Hampton County, Carolina Soya, Inc., (Hampton) $9,000,000; and



JEDA, Associated Packing, Inc., (Greenville) $4,000,000

In accord with Code Section 1-11-500 et seq. and upon the request of the State Housing Finance and Development Authority, the Board granted the following tentative ceiling allocation from the state pool prior to July 1 because the positive impact upon the State is of such significance that approval of the allocation is warranted prior to Jul 1: 



State Housing, Mortgage Revenue Bonds, $100,000,000

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

Retirement Division:  Assumed Rate of Return for Investments (Regular Session Item #1)


Legislation was passed in 2005 that changed the investment structure for the Retirement Systems and allowed a greater percentage of the Systems’ investments to equity investments. The allocation change was made, in part, to increase the long-term rate of return on investments.  The Board approves the assumed rate of return for investments for the South Carolina Retirement Systems, based on actuarial valuation recommendations provided by the Systems’ actuary (Milliman). Milliman has indicated that 7.5% is a reasonable long-term rate of return for investments for the Systems. The Investment Commission supports this conclusion.


The Board took no action on increasing the assumed rate of return for investments.

[Secretary’s Note:  The following portion of the minutes records the discussion had concerning regular session items #1, #2, and #3.  The discussions concerning these items were so interwoven that they are collectively recorded under regular session agenda item #1.]


Ms. Boykin appeared before the Board on this matter.  Ms. Boykin introduced Mr. Bob Borden, the State’s Chief Investment Officer, to the Board.  She said that Mr. Borden began his duties with the Retirement System Investment Commission on April 10, 2006.


Ms. Boykin reminded the Board that last year S. 618, Act 153, was adopted and included provisions to transfer authority for the investment of Retirement Systems’ funds from the Board to a newly created investment commission.  She stated that the Investment Commission took over the investments October 1, 2005.  She said that when the legislation was passed last year there was a discussion at the June 2005 meeting by the Board on whether it was prepared to increase the assumed rate of return at that time.  She said that at that time the Board indicated that it would prefer to hold off on that decision at least until such time as the Investment Commission took over the investments.  She said that the question before the Board today is whether it is ready to consider increasing the assumed rate of return.  


Senator Leatherman asked whether adopting the 7.5% rate of return ensures the 3% COLA.  Ms. Boykin stated that if the Board adopted the 7.5% rate of return, the amortization period for the System would drop from 30 years to 24 years.  She said that if it was the Board’s pleasure to grant an ad hoc COLA of 2.5 % the System’s funds could be used to do that and stay under 30 years.  Senator Leatherman asked whether there was any other scenario that would allow the Board to grant the COLA and stay under 30 years.  Ms. Boykin pointed out that the fiscal impact of granting the COLA was contained in regular session agenda item #3.  She said that an adverse decision from the Court in the Layman case would require the contribution rate for the employers to be increased by just under .2%.  She also said that if the employer contribution rate is increased to .51%, effective July 1, 2007, in accordance with the statutes, the Board could grant the full 3.5% COLA.  Senator Leatherman asked whether that would be in correlation with the 7.25% rate of return and with an increase in the employer contribution rate of .51% could the COLA be done and stay under 30 years.  Ms. Boykin agreed and said that an increase in the employer contribution of .51% effective July 1, 2007, would provide a budget cycle to address the issue and the COLA could be granted this July 1st.


Senator Leatherman said that it looks like there are two items on the agenda, the 7.25% assumed rate of increase and the .51% increase in the employer contribution.  He said the he would like to see the Board adopt the 7.25% rate of return with a .51% employer contribution to go into effect July 1, 2007.  Governor Sanford said the logical first step is to make a decision on whether 7.5% versus 7.25% is a realistic assumption and then determine how to resolve the issue.  After further discussion, Governor Sanford asked whether the Board members were in agreement that the assumed rate of return should not be raised to 7.5% to which the members responded that they were in agreement.  Senator Leatherman stated that a motion is needed to increase the employer contribution rate to .51%.  Ms. Boykin stated that if the employer contribution rate is increased it would go from 7.55% to 8.05% on July 1, 2006, and to 8.55% on July 1, 2007.  She explained that increasing the employer contribution rate by .51% would cover an adverse decision by the Court in the Layman case which would require an increase of approximately .2%, allow the COLA to be granted, provide the funds to maintain a 30-year amortization period and grant the full 3.5% COLA.


[Secretary’s Note:  At this point, Mr. Fusco asked whether the Board was taking no action on regular session agenda item #1.  Mr. Eckstrom stated the Board was still discussing the item.  Ms. Boykin commented that the Board was actually discussing regular session item #3, but that the two items were related.]


Mr. Eckstrom asked Ms. Boykin what would be the cost to the system of the Layman case.  Ms. Boykin said that in dollar amounts the cost of the current decision from the Court is approximately $125 million.  She said that represents the loss of revenue from the TERI participants prior to July 1, 2005.  Mr. Evans added that the Layman case is not final.  He said that they are continuing to contest what they believe is a wrong decision.  He said there is a remand in the case which, according to the plaintiffs’ class counsel, puts into dispute about 9,000 other retirees and their contributions.  He said there is also a request to shift attorney’s fees to the Retirement System and the State.  Mr. Evans stated that the plaintiffs’ attorneys have asked for 40% of the $125 million as attorney’s fees.  He said that the cost could go up or down significantly before the case is ended.  Mr. Evans further commented that the change in the employer contribution rate will cover the probable $125 million loss in the case.  Mr. Eckstrom asked what will determine if the Retirement System gets socked with the obscene attorney’s fees.  Mr. Evans said that it will be up to the Court to make the determination.  Ms. Boykin asked whether there would be a hearing to determine attorney’s fees.  Mr. Evans stated that typically there would be a hearing, but that in this case there has not been many hearings.


Mr. Eckstrom asked whether the Board would have to come back and adjust rates because of attorney’s fees.  Mr. Evans said that that is a possible scenario.


In further discussion, Senator Leatherman commented that if the Board increases the employer contribution by .51% it will be up to the General Assembly to provide funding for this in next year’s budget.  Ms. Boykin said that is correct and since the delayed effective day is July 1, 2007, that gives the General Assembly a full budget cycle to take up the issue in the appropriate budgets.  Senator Leatherman asked if the rate of return exceeds the 7.25% whether there is a possibility the General Assembly would not have to find the funding if the rate of return increases.  Ms. Boykin said that is correct.


Governor Sanford inquired of Ms. Boykin what the contingent liability with the retirement fund is.  Ms. Boykin said that the total unfunded liability amortized over 30 years is approximately $9 billion.  Governor Sanford asked how the new GASB rules would impact the unfunded liability.  Ms. Boykin stated GASB indicates that one must have a system funded on a 30-year amortization period by 2006 or otherwise note such in their financial statement.  She said that the contribution increase would maintain the Retirement System at a 30 year amortization period and would not be in violation of GASB.  Governor Sanford said he thought that contingent liabilities had to be funded based on GASB.  Ms. Boykin said that is what the employer contribution rate does.  She said there is a $9 billion unfunded liability, but the liability is paid for over 30 years with the contribution increase that is received from the employers and, therefore, there is no unfunded liability that is not expected to be paid for over a 30-year period of time.


Mr. Eckstrom asked Governor Sanford whether he was thinking about the other post employment benefit rules under GASB that require the State to recognize the cost of providing benefits other than health benefits.  He said that the actuaries have advised that in that area there is an unfunded liability of $9 billion as well and that the State is dealing altogether with an $18 billion shortfall that must be made up over the next 30 years.  Ms. Boykin commented that health insurance is not inside of the State’s pension fund and that what the Board is now looking at with regard to the State’s pension plan is funded in accordance with GASB requirements.  


Governor Sanford inquired what would happen if the rate of return is below expectation.  Ms. Boykin commented that the Board would have to address the issue at that time.  Governor Sanford asked whether that would have to be done each year.  Ms. Boykin stated that would depend on where the funding is at that point in time.  She said if the system is at a 25 year amortization period and the rate of return drops below the expected rate of return that year, then there would be the ability to fluctuate that in the amortization period.  She said if the system is at 30 years and the rate of return is below the assumed rate of return then that gain or loss would have to be amortized and funded.  Governor Sanford said that is where the State would be since the amortization period would be right up against 30 years.  Ms. Boykin said that would be the case if the rate of return were to drop this year, but she believed the rate of return for this year looked fairly positive.  Mr. Borden stated that the three year average return as of March 2006 was just over 10% and that represents a rough proxy of what the actuarial return will be and is in excess of the 7.25% rate of return.  Governor Sanford asked did that mean that if there was a bad year next year whether the Board would have to look at the numbers again next year.  Ms. Boykin replied that the “very next year” the Board will have to deal with is the year that will end June 30, 2006.  She said the returns for this year look to exceed the 7.25% rate of return.  Governor Sanford further asked whether a year from now whether the Board would have to look at the numbers.  Mr. Borden stated that the actuaries use a longer period of time than one year.  He said that the State uses a five year smoothing just for the purpose of dampening the volatility of a good year and a bad year.


Mr. Cooper asked Ms. Boykin whether there would be any saving on the unfunded liability if the Board approved a 3% COLA versus a 3.5% COLA.  Ms. Boykin stated that there would be some savings, but she did not have those numbers and the actuaries would have to prepare the calculations.  She noted, however, that it would be slightly less than the price of the 3.5% COLA, which extends the amortization period approximately 2.6 years.  She said the proposal would be to fund that COLA with an increase in employer contributions instead of an amortization period.


With regard to regular session item #2, Ms. Boykin briefed the Board on the annual valuations for each of the four retirement systems.  She advised the Board that it needed to take action on the Judges and Solicitors Retirement System (JSRS).  She stated that the JSRS is beyond the 30-year amortization period due in large part to the change in the law in service purchases.  She said that two years ago there was a significant legislative change in that system increasing the cost of service purchase and requiring active judges pay more into the System.  She said that as a result of the increased service cost going into affect a large number of judges and solicitors bought service at the last minute under the old lower rate which had a significant impact on the JSRS.  She said the JSRS is beyond 30 years and requires the Board to increase the employer contribution rate to be effective July 1, 2007.  She said this will allow a budget cycle to take up their budget.  She stated that the increase would be 2.99%.


Senator Leatherman asked Ms. Boykin from where the employer contribution rate would come.  She said that it would come out of the judicial system budget and the Prosecution Coordination Commission budget.  Mr. Eckstrom asked Ms. Boykin whether the 2.99% represented a three cent increase to the judicial system and a half percent increase to the main plan which Ms. Boykin responded yes.  Mr. Eckstrom further stated that this translates into an increase in the judicial plan of six times the rate.  Ms. Boykin said that is correct, but that in the State system where there is over 200,000 active members and over 100,000 retired members it takes a tremendous number of people to have an impact on the volatility and behavior of the System, whereas the JSRS has only the current sitting judges and the 16 solicitors in that system.  She said that system has a small number of people and that erratic behavior of a small group of people can have significant impact.  Mr. Eckstrom further asked whether this is related to the dispensation that was given to the JSRS a few years ago to buy additional years at the same rate that State employees pay for additional years.  Ms. Boykin said it is not related because the years of service that were purchased by the solicitors and judges in question was not the non-qualified service for which the rate to purchase is 35%.  She said this was service where a solicitor had service as an assistant solicitor or a judge had service as a city or county attorney and was purchasing that kind of service.  She said the legislative change to that system several years ago more than doubled the price the members had to pay for that service in the future.  She said as a result members who had service available to be purchased rushed in to buy that service at the last minute at the old rate.  Mr. Eckstrom asked whether this was the equivalent of a judicial TERI program.  Ms. Boykin replied that service purchase would not be relevant to the TERI program, but service purchase does have an impact financially.


Mr. Eckstrom commented that the State will contribute 45¢ on the dollar for the judges system and only 8¢ on the dollar for State employees.  Ms. Boykin said that is true and that she would be happy to provide Mr. Eckstrom with information on other states’ judicial systems.  She said this State’s system is fairly comparable to what other states offer judges.  She said the judicial system is a separate legal entity from the State system because the requirements for those positions would be significantly different.


In further discussion concerning the COLA (regular session item #3), Mr. Eckstrom asked whether the motion on the COLA included an increase of .51% for the employer contribution for both the PORS and the SCRS.  Ms. Boykin said that the motion did not include an increase in the employer contribution for the PORS and that the Board could take a separate action on the PORS.  She stated that the PORS does not have a 1% guaranteed COLA and that the COLA would be a full 3.5% ad hoc COLA.  She said the PORS is better funded and can well absorb the funding.  Mr. Eckstrom asked whether the motion was to increase the employer contribution rate for the PORS as well.  Ms. Boykin said there would be no requirement to increase the employer contribution rate for the PORS and that she does not believe there was a motion made to increase the employer contribution rate.


Mr. Eckstrom commented that the goal should be to see the funded ratio of these plans increase.  He said that in any year that a COLA is granted without providing a source of funding for those COLAs, the funding ratio always goes down.  He said the State will always march closer to the 30-year wall.  He noted that Mr. Patterson sent a letter that laid out why there needed to be assurance that the funding ratio improved.  He said for that reason he hoped the motion would include an increase in the contribution rate for the PORS to preserve the financial stability and integrity of the System.  Ms. Boykin stated that a further motion would be needed to do that.  Mr. Eckstrom stated that he would so move and Governor Sanford seconded the motion.


In discussing this motion Ms. Boykin pointed out that the PORS had an unfunded liability amortization period of 15 years and to fund the PORS COLA, which is not guaranteed like the COLA for the State System.  She said that paying the COLA for the PORS would extend the amortization period from 15 years to 17 years.  Governor Sanford said one cannot imagine the COLA not being granted.  Mr. Eckstrom stated that the Board has already granted it.  Ms. Boykin said that the motion was to grant the full 3.5% COLA.  Mr. Eckstrom said he understood that, but wanted clarification on whether the motion included the .51% employer contribution for the PORS as well.  Senator Leatherman said that his motion only covered the .51% employer contribution for the Retirement System.  After further discussion, Governor Sanford stated that he could not a vote for a benefit without the payment being beside it.  


Mr. Eckstrom asked whether the COLA component in the .51% for the PORS was .3 something.  Ms. Boykin stated that she would have to ask the actuary what would be the required increase in the PORS if the 3.5% COLA was funded with an increase in the employer contribution rate.  Mr. Robert Dezube, consulting actuary with Milliman, said that they have not been asked to price that out.  Mr. John Garrett with Milliman stated that what they have shown is that since that system has a funding period below 30 years and an ad hoc COLA of 3.5% that did not increase it above 30 years, there was no requirement to determine the employer contribution to maintain 30 years as is the case with the SCRS.  He said what has been priced is the impact of the ad hoc COLA to be a two year increase in the funding period.


Governor Sanford asked the actuaries what would happen if there was great depression.  Mr. Garrett responded that as retirement systems continue to mature and more and more retirees move from active status to inactive status and pay status within the system, the cost of COLAs will continue to increase year after year.  He said that if ad hoc COLAs are continued to be paid the long term outcome is that the funding period will be at 30 years and at that point, as is with SCRS, additional ad hoc COLAs will require employer contributions to fund and maintain a 30-year funding period.  Governor Sanford asked Mr. Garrett whether he would argue that the best in terms of financial stewardship would be matching an increase in payout with an increase in contributions.  Mr. Garrett stated that if the benefit policy of the Board is to provide a cost of living protection for retirees then funding the benefit policy in an automatic way is the best approach.  He said continuing to pay as you go causes the System to lose ground, which favors having money in your assets to help offset the future cost of the COLAs.


Senator Leatherman asked to have the matter carried over because the actuary did not have the number for what the employer contribution should be.  [Secretary’s Note:  No action was taken on Senator Leatherman’s request.]  Governor Sanford said the Board could adopt an amendment that takes into consideration whatever the number would be.  


Senator Leatherman moved to table the motion to increase the employer contribution rate for the PORS.  The motion was seconded by Mr. Cooper.  Upon a show of hands Senator Leatherman, Mr. Cooper, and Mr. Patterson voted to table the motion.  Governor Sanford and Mr. Eckstrom voted against tabling the motion.  The motion was tabled.


Governor Sanford said that with the motion tabled, he wanted to go back to the earlier motion and change his vote on the COLA for the PORS to be consistent about paying for COLA increases as they come along.  Senator Leatherman moved to reconsider the earlier vote on the COLA for the PORS.  Mr. Cooper seconded the motion.  The motion to reconsider was unanimously approved.  Governor Sanford then asked for a vote for all those in favor of the across the board COLA inclusive of the unfunded police portion.  Senator Leatherman, Mr. Patterson, and Mr. Cooper voted for the PORS COLA.  Governor Sanford voted against adopting the COLA because he said it was unfunded.  Mr. Eckstrom abstained from voting.  The motion to adopt the COLA for the PORS passed.


Governor Sanford commented that the vote goes in the opposite direction of what Mr. Patterson has asked for.  Senator Leatherman commented that the issue can come back to the Board at any time.  He said that he would like to give the General Assembly an opportunity to look at the issue.  Mr. Cooper stated he would like to see what the percentage is so that he will know what he is voting on.  Governor Sanford asked whether the Board would want to wait on the police portion and hold the vote on the PORS in abeyance until the next meeting.  Mr. Cooper said that going ahead and granting the COLA is not hurting anything.  Governor Sanford said that the actuarial balance of the PORS is being hurt.  Ms. Boykin pointed out that it would be within the Board’s purview when the actuary has provided the number to increase the employer contribution at the next meeting even though the Board has already approved the COLA for the PORS.  She said that the employer contribution does not have to be tied to the COLA and can be taken up at any time.

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

Retirement Division:  System Valuations as of July 1, 2005 (Regular Session Item #2)

The annual valuations are conducted in accordance with the South Carolina Code of Laws, Section 9-1-260.

Each year a valuation is conducted on the four defined benefit plans administered by the Retirement Division. These valuations, in the opinion of the consulting actuary, correctly present the condition of the South Carolina Retirement Systems as to those benefits that are funded on an actuarial reserve basis.


Upon a motion by Mr. Cooper, seconded by Senator Leatherman, the Board accepted the valuations as information and adopted the actuary’s recommendations including an increase to the JSRS employer contribution of 2.99% effective July 1, 2007, necessary to sufficiently fund the system and maintain a 30 year amortization period in accordance with attached actuarial documentation.


Secretary’s Note:  For a full discussion of this item see the discussion in regular session agenda item #1.

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

Retirement Division:  Cost-of-Living Adjustment (Regular Session #3)


A cost-of-living adjustment (COLA) for retirees has been granted each year in accordance with the S. C. Code of Laws 9-1-1810, 9-11-310, and 9-8-90. Code Section 9-1-1810 currently provides that “If the Consumer Price Index (CPI) increases by more than one percent, then the retirement allowance of each beneficiary must be increased by one percent and the retirement allowance may be further increased beyond one percent up to the lesser of the total percentage increase of the CPI or four percent, to the extent that the additional liabilities because of the increase in allowances would not extend the amortization period to liquidate the unfunded actuarial accrued liability of the South Carolina Retirement System beyond thirty years.  In considering this additional increase, the board shall consider unrealized investment gains and losses.”


Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board within the context of 9-1-1810, 9-11-310 and 9-8-90, and supporting documents, approved a 3.5% COLA effective July 1, 2006, for qualifying retirees and beneficiaries (those persons whose retirement was in effect July 1, 2005) receiving annuity benefits under PORS and non-spousal beneficiaries under JSRS and for retirees and beneficiaries under SCRS, approved a 2.5% COLA by increasing the employer contribution rate by .51% (in addition to the 1% COLA as provided by statute).  

After the vote was taken on this matter, discussion was had concerning whether the motion approving the COLA for PORS included an increase in the employer contribution rate by .51%.  It was determined that the motion to adopt the COLA for PORS did not include a motion to increase the employer contribution rate for PORS.  After discussing the matter Mr. Eckstrom made a motion to increase the employer contribution rate .51% for PORS.  The motion was seconded by Governor Sanford.  Senator Leatherman then made a motion to table Mr. Eckstrom’s motion to increase the employer contribution rate for PORS.  Senator Leatherman, Mr. Patterson, and Mr. Cooper voted to table the motion.  A motion to reconsider the adoption of the COLA for PORS was then made by Senator Leatherman and was seconded by Mr. Cooper to allow for further discussion on the issue of adopting a .51% employer contribution rate increase for PORS in addition to adopting the COLA for PORS.  All Board members voted to reconsider the matter.  Governor Sanford then asked for a vote of all those in favor of the across the board COLA inclusive of the unfunded police portion.  Senator Leatherman, Mr. Patterson, and Mr. Cooper voted for the PORS COLA.  Governor Sanford voted against adopting the COLA because he said it was unfunded.  Mr. Eckstrom abstained from voting.

Secretary’s Note:  For a full discussion of this item see the discussion in regular session agenda item #1.
Information relating to this matter has been retained in these files and is identified as Exhibit 13.

Executive Director’s Office:  Report on South Carolina State University’s Accounting Operations (Regular Session Item #4)

At the June 14, 2005, Board meeting, the Board voted unanimously to have South Carolina State University (SCSU) "report to the Board on [a] quarterly basis, unless the Board determines that more frequent reports are needed, on steps taken to address and eliminate the deficiencies in its accounting operations and its deferred maintenance, until all of these concerns are addressed."  The Board received a report from SCSU concerning its quarterly report on its accounting operations.


Mr. John Smalls, Senior Vice-president for Finance at SCSU, appeared before the Board and provided the Board with an update on SCSU’s accounting operations as requested by the Board.  Mr. Smalls advised the Board that as of June 30, 2005, comments from the management letter SCSU received have been reduced.  He said that there has been a reduction in comments of 80% down to 10%.  He stated that the University has a corrective plan in its report that will address the remaining issues.


With regard to the audit of SCSU’s foundation, Mr. Smalls reported that the foundation changed its tax year to December 31 from June 30.  He said the auditors are now working on the audit for the foundation and the report should be ready shortly and will not hold up SCSU’s audit report for 2006.  


Mr. Smalls also reported that for SCSU’s audit for 2006 they have met with the auditing firm and have outlined with the firm things that need to be in place for the auditors.  He said that the auditors have assured them that they will have their report ready by September 30.


Additionally, Mr. Smalls addressed SCSU’s deferred maintenance needs.  He stated their deferred maintenance needs are a bit more of a challenge for the University.  He said that SCSU has a tremendous amount of deferred maintenance on the campus.  He said that a review of their records shows that SCSU has had one new building in the last 20 years.  He said all of SCSU’s buildings are very old.  He stated that for the past two years SCSU has set aside $5 million a year to address deferred maintenance.  He noted that housing has been a major problem for them and that last year the Board approved a $42 million loan for SCSU with the U.S. Department of Education to build a housing project.  He stated that as of August 15, 2006, SCSU will occupy 415 of those beds and the other 355 will be available in January 2007.  He said that will allow SCSU to shut down five dorms that date back to 1914.  He further stated that SCSU is working on a plan to bring to the Board in August 2006 that will address more deferred maintenance.  He said that SCSU has increased its fees and has dedicated the fee increases to facilities.


Mr. Patterson asked Mr. Eckstrom whether the report has brought him up to date on what SCSU is doing and what they need to do.  Mr. Eckstrom responded that he is delighted for SCSU’s assurances that their financial statements will be delivered by September 30.  He said that he recognizes that SCSU has made significant improvements in its accounting efforts.

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

Office of State Budget:  Permanent Improvement Projects (Regular Session Item # 5)
Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board approved the following permanent improvement project establishment requests and budget revisions which have been reviewed favorably by the Joint Bond Review Committee:  
(a)
Summary 7-2006:  Item 1.  Clemson University


Project:
9865, Rhodes Hall Annex Construction – A&E Only


Request:
Establish project and budget ($1,000,000 Other, Institutional Capital Project Funds) to begin design services to construct a 24,000 square foot annex building adjacent to Rhodes Hall at Clemson.  The annex will provide classroom, lab and office space for research faculty associated with the University’s emphasis area of bioengineering and biomedical sciences.  This department is a top generator of research and is a growing department for graduate and undergraduate students.  The agency reports the total projected cost of this project is $10 million and additional annual operating costs of $90,000 will result in the three years following project completion.  (See Attachment 1 of the materials for this agenda item for additional annual operating costs.)

(b)
Summary 8-2006:  Item 3.  College of Charleston


Project:
9567, Physical Education and Athletic Center Complex Construction


Request:
Increase budget to $40,000,000 (add $2,000,000 Revenue Bond funds) to cover increased estimated construction costs due to Hurricane Katrina to renovate portions of the 70,000 square foot Johnson Center and construct an additional 188,688 square feet to create a new physical education and athletic center at the College of Charleston.  Completion of design development documents shows costs have increased for steel, petroleum and other industry-wide products to be used in the construction.  The work will include demolishing a section of the Johnson Center and rebuilding it, constructing a new athletic center with seating for 5,000 spectators for basketball and renovating portions of the remaining Johnson Center to provide space for the athletic center and for the Health, Physical Education and Recreation Department.  The agency reports the total projected cost of this project is $40 million and additional annual operating costs of $742,000 will result in the three years following project completion.  (See Attachment 2 of the materials for this agenda item for additional annual operating costs.)

(c)
Summary 7-2006:  Item 2.  Coastal Carolina University


Project:
9538, Athletic Training Facility Construction – Phases I and II


Request:
Increase budget to $6,400,000 (add $5,235,000 Institution Bond and Other, Institutional Capital Project and Renovation Reserve Funds) to construct an athletic training facility at Coastal Carolina and add approximately 2,000 additional seats to the end zone of the football stadium.  The 40,000 square foot athletic training facility will provide weight and training rooms, classrooms and study hall space for student athletes in all sports and athletic coaches’ offices for football and other sports.  Currently, athletes and coaches are using multiple portable, temporary and off-campus private facilities to meet training, study hall and office needs.  The additional seating in the football stadium was originally designed but not constructed due to lack of funds and the stadium has been consistently selling out its football games.  The agency reports the total projected cost of this project is $6.4 million and additional annual operating costs of $135,000 will result in the three years following project completion.  (See Attachment 3 of the materials for this agenda item for additional annual operating costs.)

(d)
Summary 7-2006:  Item 3.  Coastal Carolina University


Project:
9544, Basketball/Volleyball/Intramural Facility Construction


Request:
Establish project and budget ($550,000 Institution Bond funds) to upfit basketball, volleyball and intramural facilities in unfinished space in the new arena to be built on Coastal Carolina’s campus.  The unfinished space will be upfitted to include interior walls, locker rooms, classrooms, offices, flooring, lighting, and other related work.  The University states it is in desperate need for new basketball, volleyball and intramural facilities.  The existing space will be converted for practice facilities, instructional and training space, and support space for other athletic programs.  The agency reports the total projected cost of this project is $550,000 and no additional annual operating costs will result from the project.

(e)
Summary 7-2006:  Item 4.  Coastal Carolina University


Project:
9545, Ecology/Chemistry Laboratories Renovations


Request:
Establish project and budget ($510,000 Institution Bond funds) to renovate existing instructional space in the Science Building, the Center for Marine and Wetlands Studies and the Coastal Science Center building to provide ecology and chemistry labs at Coastal Carolina.  The new labs will serve faculty and students in the Marine Science, Biology, and Chemistry Departments and research and teaching activities associated with the Master’s program in Coastal Marine and Wetland Studies.  The renovations are needed to keep pace with the enrollment growth in these disciplines.  The agency reports the total projected cost of this project is $510,000 and no additional annual operating costs will result from the project.

(f)
Summary 7-2006:  Item 5.  Coastal Carolina University


Project:
9546, Environmental Quality Laboratory Renovation


Request:
Establish project and budget ($825,000 Institution Bond funds) to renovate 6,500 square feet of space in the Center for Marine and Wetland Studies building to construct an Environmental Quality Lab at Coastal Carolina.  The new lab will serve marine chemistry and other faculty in teaching courses, mentoring student research and conducting research.  The renovation will create a teaching lab, an ultra-clean trace metal lab, an instrumentation room, a general purpose wet lab, a microbiology facility, and sample and field equipment storage space.  The existing lab is too small and in a state of disrepair and will be converted back to instructional space.  The agency reports the total projected cost of this project is $825,000 and no additional annual operating costs will result from the project.

(g)
Summary 7-2006:  Item 6.  Coastal Carolina University


Project:
9547, Instructional Space Renovations


Request:
Establish project and budget ($945,000 Institution Bond funds) to renovate existing instructional space at Coastal Carolina.  The work will include renovating and relocating biology classrooms and a greenhouse, renovating labs and classrooms in the Coastal Science Center, renovating the interior of the Kimbel Library, renovating classrooms in the Prince Building, and renovating and constructing a recording studio in Wheelwright Auditorium.  The renovations are needed to better serve the students by providing additional instructional and lab space.  The agency reports the total projected cost of this project is $945,000 and no additional annual operating costs will result from the project.

(h)
Summary 7-2006:  Item 10.  Coastal Carolina University


Project:
9551, Campus Development/Infrastructure Improvements


Request:
Establish project and budget ($3,272,500 Institution Bond and Other, Renovation Reserve funds) to perform campus-wide site development and infrastructure work at Coastal Carolina.  The work will include paving, irrigating, repairing storm drainage, adding sidewalks, improving lighting, and installing security cameras and call boxes to improve safety and security on campus.  The agency reports the total projected cost of this project is $3,272,500 and no additional annual operating costs will result from the project.

(i)
Summary 7-2006:  Item 11.  Francis Marion University


Project:
9551, Student Activities Center Construction


Request:
Increase budget to $1,550,000 (add $350,000 Other, Maintenance Reserve Funds) to cover increased construction costs and other scope revisions in the construction of a 7,000 square foot student activities center at Francis Marion.  The additional funds are needed to cover the acquisition of food preparation equipment that was not originally anticipated, the purchase of outdoor patio furniture, additional landscaping and site work, a gate to the pool, and other small additional enhancements.  The agency reports the total projected cost of this project is $1,550,000 and additional annual operating costs ranging from $2,500 to $6,600 will result in the three years following project completion.  (See Attachment 4 of the materials for this agenda item for additional annual operating costs.)

(j)
Summary 7-2006:  Item 13.  USC – Columbia 


Project:
9727, Jones Physical Sciences Center Renovations


Request:
Increase budget to $10,849,000 (add $4,500,000 Institution Bond and Other, Institutional Funds) to continue renovating the 190,412 square foot Jones Physical Sciences Center at USC.  The renovation will include abating asbestos, installing new mechanical and electrical systems, replacing aging lab equipment, modifying interiors to meet programmatic needs, and installing new finishes.  The work is being done in five phases over seven years and this phase will renovate the south end of floors four through six.  The work is needed because the building was built in 1967 and most of the mechanical systems are original equipment which have exceeded their useful lives and do not function properly for lab activities.  The agency reports the total projected cost of this project is $52,740,000 and no additional annual operating costs will result from the project.

(k)
Summary 8-2006:  Item 7.  USC – Columbia 


Project:
6034, USC ROTC Center Renovations


Request:
Establish project and budget ($690,000 Other, Institutional and Institutional Capital Project Funds) to renovate the 42,000 square foot Naval Reserve Center to accommodate the relocation of three USC ROTC departments to the building.  The work will include providing connectivity to University data and communication services, partially repairing and expanding the HVAC system, making improvements for code compliance, and converting classrooms, offices and common spaces to University standards.  The work is needed to upfit the building for University occupancy.  The agency reports the total projected cost of this project is $690,000 and no additional annual operating costs will result from the project.

(l)
Summary 8-2006:  Item 8.  USC – Columbia 


Project:
6035, 1321 Pendleton Street Acquisition


Request:
Establish project and budget ($556,000 Institution Bond funds) to purchase an approximately .24 acre site with a two-story, 16,240 square foot office building on Pendleton Street for USC. Acquisition of this property is needed to accommodate the relocation of functions to free up existing space for reallocation to expanding departments.  USC currently leases the facility. The agency reports the total projected cost of this project is $556,000 and no additional annual operating costs will result from the acquisition.

(m)
Summary 8-2006:  Item 9.  Medical University


Project:
9674, Hollings Cancer Center Expansion


Request:
Increase budget to $91,135,812 (add $750,000 Other, Hospital Revenue funds) to revise the project scope to include renovations to the Radiation Oncology area on the first floor of the Hollings Cancer Center at MUSC.  The work is needed to accommodate new state-of-the-art equipment that was not anticipated in the original design.  The renovations will include modifying the mechanical and electrical systems, a concrete support floor and the ceiling grids to house the new equipment.  The agency reports the total projected cost of this aspect of the project is $750,000 and no additional annual operating costs will result from the request.

(n)
Summary 8-2006:  Item 11.  Technical and Comprehensive Education


Project:
9852, Florence/Darlington - Technology Mall/Advanced Manufacturing Center Construction


Request:
Increase budget to $34,083,113 (add $7,933,113 Federal and Other, Local Bond and Local funds) to bid the construction of the Technology Mall/Advanced Manufacturing Center at Florence-Darlington Tech.  The college requested bids originally in September 2005 and bids far exceeded the budget because of the building’s size and Hurricane Katrina.  The project has been redesigned, reduced from 212,995 to 177,000 square feet, and is ready to be bid again.  Increased construction costs in the succeeding months and more refined design estimates have resulted in a need to increase the budget to bid the project.  The agency reports the total projected cost of this project is $34,083,113 and additional annual operating costs ranging from $285,000 to $380,000 will result in the three years following project completion.  (See Attachment 5 of the materials for this agenda item for additional annual operating costs.)

(o)
Summary 8-2006:  Item 2.  Budget and Control Board


Project:
9808, Columbia Mills Building Fire Alarm System Replacement


Request:
Establish project and budget ($1,500,000 Other, Depreciation Reserve funds) to replace the 30 year-old fire alarm system in the Budget and Control Board’s Columbia Mills Building.  The existing fire alarm system is outdated, undependable, and requires extensive maintenance.  Replacement parts are becoming difficult to obtain.  The agency reports the total projected cost of this project is $1.5 million and no additional annual operating costs will result from the project.

(p)
Summary 8-2006:  Item 1.  Budget and Control Board


Project:
9669, Five Points Building Parking Deck Renovations


Request:
Increase budget to $1,512,950 (add $1,000,000 Other, Depreciation Reserve funds) to renovate the Budget and Control Board’s Five Points Building Parking Deck.  The work will include replacing the deteriorated concrete topping and ramps, making structural repairs, adding vehicular guardrails and other improvements to enhance the safety, seismic resistance and handicapped accessibility of the above grade parking facility.  Repairs and resurfacing of the adjacent surface parking areas will also be done.  The cost to make the necessary renovations is higher than originally expected, in part because the project has been postponed several times since it was established.  The renovations cannot be further postponed because of safety concerns.  The agency reports the total projected cost of this project is $1,512,950 and no additional annual operating costs will result from the project.

(q)
Summary 8-2006:  Item 12.  Department of Education


Project:
9505, Socastee School Bus Maintenance Shop Acquisition/Construction


Request:
Increase budget to $1,900,000 (add $250,000 Appropriated State funds) to cover the final costs for construction of a 9,000 square foot school bus maintenance shop in Horry County.  Once site work began, additional funds were needed for deep soil excavations, additional footings and reinforcing materials, on-site supervision, and well points and a pump for an underground storage tank, none of which were originally anticipated.  In addition, the project was delayed due to the economy, which resulted in increased costs.  The project is almost complete and additional funds are needed to cover these unanticipated costs.  The agency reports the total projected cost of this project is $1.9 million and no additional annual operating costs will result from this project.

(r)
Summary 8-2006:  Item 14.  Department of Disabilities and Special Needs


Project:
9797, Midlands Center – Dorms and Gym Upgrades/Renovations


Request:
Establish project and budget ($625,000 Excess Debt Service funds) to upgrade and renovate the dorms and gym at DDSN’s Midlands Center.  The work in the dorms will include constructing covered walkways, handicapped accessible doorways and storage bays, repairing showers, installing new flooring, and renovating the nurses’ stations.  The renovations to the gym will provide handicapped accessible restrooms.  These renovations and upgrades are critical for consumer safety, comfort and accessibility.  The agency reports the total projected cost of this project is $625,000 and no additional annual operating costs will result from the project.

(s)
Summary 8-2006:  Item 15.  Department of Natural Resources


Project:
9884, Chesterfield – McBee Wildlife Management Area Floyd Tract Acquisition


Request:
Increase budget to $720,000 (add $700,000 Other, Conservation Bank and Deer Project Revenue funds) to purchase approximately 434 acres of wildlife habitat in Chesterfield County for public recreational activities.  Currently, DNR owns three separate tracts of land that comprise the McBee Wildlife Management Area and acquisition of this property will join all three parcels and form a contiguous management unit with clear property boundaries. The agency reports the total projected cost of this project is $720,000 and no additional annual operating costs will result from the project.

(t)
Summary 7-2006:  Item 16.  Parks, Recreation and Tourism


Project:
9688, Edisto Beach – Barracks Construction


Request:
Establish project and budget ($350,000 Federal funds) to construct a 1,500 square foot barracks facility at Edisto Beach State Park to be operated by the Department of Parks, Recreation and Tourism and used by PRT and the Department of Natural Resources.  The facility will have four bedrooms and will accommodate up to 16 people.  The operation of the Edisto Beach Education Center is challenged by its remote location and lack of lodging to accommodate educators, students and workshop participants for overnight and extended stays.  The facility will allow the Departments to host coastal training programs, teacher workshops, and other special educational events for longer than one day without travel.  The agency reports the total projected cost of this project is $350,000 and additional annual operating costs ranging from $1,500 to $3,000 will result in the three years following project completion.  (See Attachment 6 of the materials for this agenda item for additional annual operating costs.)

(u)
Summary 8-2006:  Item 16.  Parks, Recreation and Tourism


Project:
9689, Santee Rondette Pier Renovation


Request:
Establish project and budget ($100,000 Other, Operation Revenue funds) to begin engineering design services and evaluation to replace two 30 year-old piers at Santee State Park.  The work will include replacing the pilings, decking, handrails and bracing for the piers which support the ten cabins built on them.  The pilings and bracing are original to the piers, are deteriorating, and are nearing the end of their useful lives.  The agency reports the total projected cost of this project is $1.5 million and no additional annual operating costs will result from the project.

(v)
Summary 8-2006:  Item 19.  Department of Motor Vehicles


Project:
9587, Beaufort DMV Renovations


Request:
Establish project and budget ($850,000 Other, DMV Miscellaneous Revenue funds) to renovate approximately 3,600 square feet of space at the Department of Motor Vehicles office in Beaufort.  The work will include increasing the number of workstations, replacing the roof, waterproofing the exterior, and addressing ADA requirements.  The Beaufort area has experienced large growth in the last several years and the facility’s wait time is long because it can only accommodate five customers at a time.  ADA issues have not been addressed since original construction and compliance is necessary.  The agency reports the total projected cost of this project is $850,000 and no additional annual operating costs will result from the project.

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

Executive Director:  Request by Educational Television (Regular Session Item #6)

By letter dated April 24, 2006, the President and CEO of ETV requested that the Board exempt ETV’s Telecommunications Center from the provisions of Section 73.18 (currently 73.12) that require state property be titled in the name of the State of South Carolina under control of the Budget and Control Board.

Mr. Maurice Bresnahan, ETV President, appeared before the Board on this matter.  Governor Sanford stated that exempting different agencies from titling property in the name of the State is at odds with trying to determine what property the State has.  Mr. Bresnahan stated that higher education was exempted from the proviso in part because of their reliance on philanthropy and donations and the same is true for ETV.  He said that is especially true for the building in question where the endowment purchased the building from PYA for $4 million and transferred the title to ETV.  He said that because of the reliance on donors for both operating costs and capital expenses the proviso will have a chilling affect on current and future fund raising.  He requested that ETV be exempted so that it can continue to raise funds for capital projects and operations.


Governor Sanford commented that he does not understand how the proviso would dilute the efforts of the donors.  Mr. Bresnahan said that as the donors have stated in letters to ETV, they donated funds to the ETV endowment and it was their clear intent for the ETV Commission to own the building.  He said they have heard from the endowment and the donors that this would chill future donations.  Governor Sanford said his objection and concern is that this action will continue the State down a path with different “silos” of government.  Mr. Bresnahan noted that higher education is already exempted from the proviso and that ETV is a real integral part of higher education in the State in that ETV offers hundreds of college courses to thousands of students in the State.  He said that this would not be much of an extension of the exemption that already exits for higher education.  Governor Sanford emphasized the need for the State to be able to have maximum flexibility in looking at the rates of return for one part of government versus another. Mr. Bresnahan said that he thinks the taxpayers would appreciate the fact that ETV is a public, private partnership that works and that they would like the idea that ETV is doing as much as it can to raise money and to make it friendly to donors to raise money so that ETV can continue to fund capital projects in the future.  Governor Sanford commented that given that line of thought every agency should be given the opportunity to be involved in that kind of public, private partnership, but that would not give the budget writers any flexibility in reallocating funds.


Senator Leatherman commented that the ETV building was bought by the foundation around 1990 and it borrowed money to do so.  He said that in 1992 ETV solicited $4 million in contributions to pay off the building.  He said in 1998 the foundation sold it to the ETV Commission for $5.  He said this would be breaking faith with those who contributed money knowing it was going toward a specific building for ETV and subsequent to that the ETV Commission was forced to give the building to the State when the State did not pay anything for it.  Senator Leatherman said that he does think this will chill the public, private partnership when soliciting for donations.  He said he agrees with the proviso’s goal to get buildings under the State’s ownership, but that the proviso also gives the Board the authority to exempt transfers of title if the Board finds that it is in the best interest for the State.  He stated that he believes that this is one of those instances where it is in the best interest of the State to exempt the transfer of title.  He said the State has one of the best ETV systems in the nation and he would hate to see the Board do anything to chill that.


Governor Sanford further commented that what this does is to further perpetuate the foundation versus general fund dichotomy that exists in State government.  He says that is allows things that would not be funded through the general fund to be funded through the foundations.  He said that this perpetuates the “haves” versus the “have nots”.  He noted that there are no foundations for Corrections and that there is no big constituency for juvenile delinquents. 

Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board considered and approved the request made by ETV to exempt ETV’s Telecommunications Center from the requirements of Proviso 73.18 (currently 73.12).  Senator Leatherman, Mr. Cooper, and Mr. Patterson voted for the motion.  Governor Sanford and Mr. Eckstrom voted against the motion.
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 be Given Preference and First Right of Refusal to Acquire a Portion of the Property that the Budget and Control Board Approved for Sale at Public Auction at its March 21, 2006 Meeting (Regular Item #7)


By letter dated April 20, 2006, the Town of Sullivan’s Island requested that the Board reconsider its decision to auction the high land of the property on Sullivan’s Island, referred to as Parcel “B” (includes warehouse) and give preference and first right of refusal to the Town to acquire the property.

On March 21, 2006, the Budget and Control Board gave approval to dispose of surplus real property as presented under Item 7(c) of the Blue Agenda, as below:

	(c)
	Agency:
	Budget and Control Board

	
	Acreage:
	.87± acre and a dock

	
	Location:
	1602 Thompson Boulevard, Sullivan’s Island (DHEC Lab)

	
	County:
	Charleston

	
	Purpose:
	To dispose of surplus real property at public auction, and to authorize acceptance and recordation of the release of a federal right of entry during national emergencies.

	
	Appraised Value:
	Parcel A ($550,000) and Parcel B ($2,250,000) for a total of $2,800,000.  Pending final written appraisal. 

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

	
	Disposition of Proceeds:
	To be divided with agency pursuant to Proviso 63.40.

	
	Approved By:
	N/A



Rep. Ben Hagood and Mayor Carl Smith, the Town of Sullivan’s Island mayor, appeared before the Board on behalf of the Town of Sullivan’s Island.  Rep. Hagood stated that he supports the Town’s request to delay action on putting this property up for public bid until the Town has had an opportunity to purchase the property from the State at fair value.  He stated that this is property the Town has been leasing from the State and it is interested in purchasing the property.  


Mr. Cooper said that the Town’s resolution states that it only wants to purchase Parcel B.  He asked what would happen to Parcel A.  Mayor Smith said that if the Town had to it would take Parcel A.


Senator Leatherman asked what Parcel A and Parcel B are.  Mayor Smith said that Parcel A is a dock that was built in 1915 and was part of the military and is in very bad condition.  Senator Leatherman asked why the Town would not want Parcel A because the coastal property is “more than gold” and he could not imagine someone who had the opportunity to take title to the property not doing so.  Mayor Smith commented that they have turned over many acres of front beach land to the Lowcountry Land Trust.  He said that they are asking for Parcel B because they actually need that property.  He said to take the warehouse and put it in usable condition for a new town hall and additional office spaces would be an expense to the Town of $500,000 or $600,000.  He said to redo the dock and the building on it could very well cost the same.


Senator Leatherman also asked Mayor Smith why he was opposed to the property going for public auction.  Mayor Smith said that they disagree with the appraiser’s value and assessment of the property.  Senator Leatherman said that if the property is put up for auction the Town may get it for less.  Mayor Smith said he thinks it is worth less than the appraised value.  Senator Leatherman replied that he does not understand why Mayor Smith does not want to go to auction if he thinks that the property is less than what it is appraised for.  Mayor Smith said that they do not know what an auction will do these days and that it could be well beyond their budget.


Mr. Patterson asked Mayor Smith when the Town developed an interest in the property.  Mayor Smith stated that the Town’s interest in the property dated back about 10 years ago.


Mr. Eckstrom asked Mayor Smith whether he was agreeing to buy the property for the appraised value or whether they were seeking permission to negotiate the price with the State.  Mayor Smith said that if the Board decided to take the property off of the auction block at this time, he would like for the Town to get its own appraisal.  


Governor Sanford commented to Mayor Smith that for countless meetings over the last three years he has pursued the need for an open process.  He said however if the Board wanted to put the matter on hold for a month he would have no problem with doing that.  He said that in the end he would still have the position that an auction is the best way to transfer State property.  Governor Sanford then made a motion that the Town be granted a month to have an appraisal done and Mr. Eckstrom seconded the motion.  Senator Leatherman asked whether this matter would come back to the Board at the next Board meeting to which Governor Sanford replied that was correct.  

Mr. Fusco then asked whether it was the Board’s intent that both parcels be a part of the negotiations.  Senator Leatherman said regardless of the disposition of this matter he has a problem with allowing either a prospective bidder/purchaser or the Town to peel of the good, clean property and leave the State with the property with environmental problems.  He said that whoever gets the property should take all of the property whether the property is disposed of by bid or by a negotiated process.

Mr. Cooper asked for clarification whether the delay for a month is so that the Town can get its own appraisal.  Mayor Smith said they need more time to get an appraisal.  Mr. Patterson asked Mayor Smith whether a month was sufficient time to get an appraisal.  Mayor Smith said that he is not sure that it is and does not know how long it will take to get one.  Senator Leatherman commented that he has been in development for years and if the Town wanted to get an appraisal in 30 days it can do so.

Upon a motion by Governor Sanford, seconded by Mr. Eckstrom, the Board carried over a request made by the Town of Sullivan’s Island to be given preference and first right of refusal to acquire a portion of the property that the Budget and Control Board approved for sale at public auction at its March 21, 2006, meeting.
Information relating to this matter has been retained in these files and is identified as Exhibit 17.

Office of Human Resources:  FY 2006-2007 Pay Guidelines for Unclassified Employees (R#8)
The 2006-2007 Appropriation Act, pending final approval by the General Assembly and the Governor, provides for variable annual salary increases to all unclassified employees. The Act further states that guidelines for unclassified pay increases must be established by the Budget and Control Board.
Upon a motion by Mr. Cooper, seconded by Mr. Patterson, the Board approved the proposed guidelines for unclassified salary increases contingent upon approval of the 2006-2007 Appropriation Act by the General Assembly and the Governor.
Information relating to this matter has been retained in these files and is identified as Exhibit 18.

Budget and Control Board:  Approve the Undertaking of the Trustees of the South Carolina Heritage Trust to Issue Not Exceeding $32,000,000 Trustees of the South Carolina Heritage Trust, Revenue Bonds, Series 2006 (Regular Session Item #9)

The Board was asked to adopt a resolution making provision for the issuance of not exceeding $32,000,000 Trustees of the South Carolina Heritage Trust, Revenue Bonds, Series 2006, which are payable from and secured by the revenues of the State Deed Recording Fee allocated to the South Carolina Heritage Trust Fund under Chapter 24 of Title 12 of the South Carolina Code.  

The proceeds of the bonds will be used to finance the acquisition, improvement, restoration, and management of properties suitable for inclusion in the South Carolina Heritage Trust Program.
Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board adopted a resolution making provision for the issuance of not exceeding $32,000,000 Trustees of the South Carolina Heritage Trust, Revenue Bonds, Series 2006.
Information relating to this matter has been retained in these files and is identified as Exhibit 19.

University of South Carolina:  Not Exceeding $58,000,000 General Obligation State Institution Bonds (Issued on behalf of the University of South Carolina), Series 2006B (Regular Session Item #10)

The Board was asked to adopt a resolution making provision for the issuance and sale of not exceeding $58,000,000 General Obligation State Institution Bonds (issued on behalf of the University of South Carolina), Series 2006B.

The proceeds from the sale of the bonds will be used to construct seventeen (17) projects at three (3) campuses of the University.  The project includes i) upgrading the Library HVAC system and constructing a Convocation Center on the Aiken campus; ii) constructing an Athletic Complex and a Health Education Complex at the Upstate campus; iii) constructing the School of public Health I, the Beta Research Facility Building, the Omega II Research Facility Building and providing for Energy Infrastructure on the Columbia campus, of  which are research related projects; and iv) providing for Bio-Med Parking Strings Program addition, Streamline Replacement and Repairs, Utility Tunnel Repairs, additional recreation field, providing fund for the Energy Project and Jones PSC – Phase I, purchasing 1321 Pendleton Street, constructing a Band Hall and band field, and renovating Gambrell hall.  The estimated total cost of the project is not expected to exceed $58,000,000. 


The Board agreed to carry this item over to the next Board meeting.
Information relating to this matter has been retained in these files and is identified as Exhibit 20.

Future Meeting


The Board agreed to meet at 10:00 a.m. on Tuesday, June 20, 2006, in the Governor’s conference room in the Wade Hampton Building.  
Executive Session

The Board elected at the beginning of the meeting to consider the following executive session items in open session.
1.  Retirement Division
Appointments (South Carolina Deferred Compensation Commission)
2.  Office of Human Resources
Compensation (Wil Lou Gray – Approval of Exception to Section 8-11-165)
Retirement Division:  Appointments (South Carolina Deferred Compensation Commission) (Executive Session Item #1)

Members of the South Carolina Deferred Compensation Commission are appointed for three-year terms by the Board.  The terms of three members of the South Carolina Deferred Compensation Commission will expire August 15, 2006:

 State Employee – Currently held by Dale M. Rhodes

 Public Employee – Currently held by Joyce Green

 Retired Public Employee – Currently held by Robert Toomey

These three individuals have requested reappointment.  The Mr. Patterson has nominated Mr. A. Crawford Clarkson, Jr., for the Retired Public Employee position.

Upon a motion by Mr. Cooper, seconded by Governor Sanford, appointed the following three members to the South Carolina Deferred Compensation Commission:

  State Employee – Dale M. Rhodes

  Public Employee – Joyce Green

  Retired Public Employee –Robert Toomey.
Mr. Clarkson’s name was not included in the motion to be appointed to the Commission.  Mr. Patterson did not vote for the motion.  All other members voted for the motion.

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

Office of Human Resources:  Compensation (Wil Lou Gray – Approval of Exception to Section 8-11-165) (Executive Session Item #2)

The Wil Lou Gray Opportunity School has a contract with the U.S. Army to help manage a JROTC program.  Under the contract, the U.S. Army provides instructors for the JROTC program and reimburses the School for 50% of the salaries.  Under the contract, Wil Lou Gray is required to pay employees of the JROTC program in accordance with the U.S. Army’s minimum instructor pay schedule.  

Section 8-11-165 requires Board approval for an employee to receive a salary in excess of 95% of the midpoint of the agency head salary range or the agency head actual salary, whichever is greater.  Mr. Joseph Davis is the Director of the agency’s JROTC program.  The School advised OHR that, as a result of the contract with the U.S. Army, the minimum instructor pay scale requires Mr. Davis to be paid at least $87,825 which exceeds the 95% limitation.  As required, the agency requested the Board approval to exceed the 95% limitation.  


Senator Leatherman asked whether this was an unusual situation where the employee is paid by the federal government and not by the state of South Carolina.  Mr. Samuel Wilkins, OHR Director, responded that part of the funding is from the federal government.  He stated that 50% of the funding is from the federal government and 50% from the State.  Senator Leatherman asked whether the federal government sets the salary and whether the State had any input into the amount of the salary.  Mr. Wilkins responded that the federal government does set the salary and that the State does not have any input into the salary amount.  Senator Leatherman said he understands that the State does not usually have employees under the agency head making more than the agency head.  He said that the Board should grant the exemption with the very clear understanding that this would only be considered by the Board in cases where the employee’s salary is mandated by the federal government and not by the State.

Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board approved an exception under Section 8-11-165 to allow Mr. Joseph Davis to receive a salary in excess of ninety-five percent of the midpoint of the agency head salary range based on Wil Lou Gray Opportunity School’s contractual agreement with the U.S. Army.

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

Adjournment

The meeting was adjourned at 11:30 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 9:00 a.m. on Monday, May 15, 2006.]

