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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING

May 7, 2002             9:30 A. M.
The Budget and Control Board (the Board) met at 9:30 a.m. on Tuesday, May 7, 2002, in the Governor's conference room in the Wade Hampton Office Building, with the following members in attendance:

Governor James H. Hodges, Chairman;

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

Mr. James A. Lander, Comptroller General; 

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

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

Also attending were Budget and Control Board Executive Director Frank Fusco, Chief of Staff Stephen C. Osborne, Division Directors George Dorn, Joyce Green, and Peggy G. Boykin; General Counsel Joseph D. Shine; Governor's Executive Budget Coordinator Frank Rainwater; Governor’s Chief Legal Counsel Steve Bates; Deputy State Treasurer Sandy Agee; Assistant Comptroller General Michael Horton; Finance Committee Chief of Staff Robby Dawkins; Ways and Means Committee Chief of Staff Don Hottel; Board Secretary Delbert H. Singleton, Jr.; and other Board staff.  [Secretary’s Note:  The Board met immediately following a meeting of the State Education Assistance Authority, ex officio.]

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

Systems

Adoption of Agenda


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

State Retirement Systems Investment Panel:  Proposed Annual Investment Plan for FY    2002-03 (Regular Session Item #1)

The State Retirement Systems Investment Panel (the Panel) recommended that the Board adopt the proposed Annual Investment Plan for Fiscal Year 2002-03 for the equity investments of the South Carolina Retirement Systems.  

S.C. Code Ann. Section 8-16-320 mandates that the Panel meet no later than May 1st of each year to adopt a proposed Annual Investment Plan for the following fiscal year, and that such plan be submitted to the Board no later than June 1st.  The Panel met on April 16, 2002, and adopted a proposed Annual Investment Plan for Fiscal Year 2002-03, which was submitted to the Board members for review on April 26, 2002.  The proposed Annual Investment Plan was developed in accordance with the investment objectives previously adopted by the Board and after a review of the equity portfolio structure and current economic and market conditions.  A memorandum providing additional information and a copy of the proposed Annual Investment Plan for Fiscal Year 2002-03 were included as part of the agenda materials.  

Appearing before the Board on this matter was Edwin S. Pearlstine, Jr., the Panel chairman, along with Jay Love with Mercer Investment Consulting, Inc.  Mr. Pearlstine stated the Panel was recommending very small changes to the Annual Investment Plan.  He noted that with an additional 7.5% of the Retirement Systems’ assets invested in equities in the next year, 40% of the Retirement Systems’ portfolio would be invested in equity securities which is the limit per the constitutional limit.  He stated the additional allocation would be invested at the rate of 2.5% per quarter until the equity allocation reaches 40%.

Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board, acting as Trustees for the State Retirement Systems, approved the Annual Investment Plan for fiscal year 2002-03 as recommended by the State Retirement Systems Investment Panel.

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

State Retirement Systems Investment Panel:  Authorization to Conduct Searches for an Additional Small Cap Growth Manager and an Additional Small Cap Value Manager (Regular Session Item #2)
The Panel recommended that additional managers be added in the Small Cap Growth and Small Cap Value investment strategies.  The Panel seeks authorization to conduct searches to select managers for recommendation to the Board.

The Panel met on April 16, 2002, to review an Equity Portfolio Structure Analysis and to discuss the long-term strategies and structure of the equity investment portfolio. Based upon the overall analysis and discussions, the Panel determined that additional managers would be needed in the Small Cap Growth and Small Cap Value investment strategies to address manager capacity issues, to provide an optimal portfolio structure to achieve the long-term investment objectives, and to balance current management styles to further diversify the asset class. A memorandum providing additional information was included as part of the agenda materials this item for reference.

Upon a motion by Mr. Patterson, seconded by Mr. Lander, the Board, acting as Trustees for the State Retirement Systems, authorized the State Retirement Systems Investment Panel to conduct searches to select additional managers in the Small Cap Growth and the Small Cap Value investment strategies for recommendation to the Board.


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

State Retirement Systems Investment Panel:  Investment Consultant Contract Extension (R3)

The Panel evaluated the performance of the equity investment consultant, William M. Mercer Investment Consulting, Inc. (Mercer), and recommended that the Board extend the current contract with Mercer for Fiscal Year 2002-03.  

Upon recommendation of the Panel and pursuant to S.C. Code Ann. Sections 9-16-320(G) and 9-16-340(A), the Board executed a contract with Mercer on December 16, 1998, for consulting services for the equity investment program.  The contract was automatically renewed for Fiscal Year 1999-2000 and Fiscal Year 2000-01, and the Board extended the contract for Fiscal Year 2001-02.  According to the terms of the contract, the contract may be extended for Fiscal Year 2002-03.  The Panel met on April 16, 2002, and discussed Mercer’s performance.  Based upon its evaluation, the Panel voted unanimously to recommend that the Board extend the current contract with Mercer for Fiscal Year 2002-03. A memorandum providing additional information was included as part of the agenda materials for this item for reference.  

Upon a motion by Mr. Patterson, seconded by Mr. Harrell, the Board, acting as Trustees for the State Retirement Systems, extended the current contract with William M. Mercer Investment Consulting, Inc., for consulting services for fiscal year 2002-2003.


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

Adoption of Budget and Control Board Agenda 

Upon a motion by Mr. Harrell, seconded by Mr. Patterson, the Board adopted the Board agenda as proposed.

Minutes of Previous Meetings
Upon a motion by Mr. Lander, seconded by Senator Leatherman, the Board approved the minutes of the March 26, 2002, Budget and Control Board meeting; and, acting as the Tobacco Settlement Revenue Management Authority, approved the minutes of the March 26, 2002, Tobacco Settlement Revenue Management Authority.
Blue Agenda 

Upon a motion by Mr. Patterson, seconded by Mr. Lander, the Board approved all items included on the blue agenda.  Blue agenda items are identified as such in these minutes. 

Office of the Governor:  Engagement of Legal Counsel (Blue Agenda Item #1)

The Governor’s Office received notice from the United States Department of Energy (DOE) that it intended to begin shipments of weapons grade plutonium to the Savannah River Site in South Carolina without entering into a legally binding and enforceable agreement with the State of South Carolina setting forth the terms and schedules for disposition and removal of the plutonium.  This action by DOE made it necessary for the Governor to retain outside counsel to assist in the negotiation and resolution of this matter.  The Board’s Executive Director contacted individual Board members to confirm their support to engage the services of the requested attorneys.  

Governor Hodges requested formal authority from the Board to engage attorneys William L. Want and Lionel Lofton to support the Governor’s Office as it negotiates with DOE.  The attorneys will provide necessary legal services associated with plutonium disposition plans and related issues involving the Savannah River Site.  Services will include but not be limited to negotiations, preparation of documents, retention of experts and representation in related litigation or disputes.

The Governor’s Office requested the following rates for the engagement:

1.  $175.00 per hour for the attorneys working on this matter; and

2.  $75.00 per hour for paralegal work. 

The Governor’s Office will be billed for and directly pay for all legal fees.


The Board approved the following hourly rates for legal services of attorneys William L. Want and Lionel Lofton to provide necessary legal services associated with plutonium disposition plans and related issues involving the Savannah River Site as requested by the Governor’s Office as it negotiates with the Department of Energy:

1.  $175.00 per hour for the attorneys working on this matter; and

2.  $75.00 per hour for paralegal work.


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

State Treasurer:  Bond Counsel Selection (Blue Agenda Item #2)


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

CONDUIT ISSUES:

Description 

of Issue
Agency/Institution 

(Borrower)
Borrower’s 

Counsel
Issuer’s 

Counsel

$10,000,000 The Blood Connection, Incorporated
South Carolina Jobs-Economic Development Authority
Haynsworth Sinkler Boyd
Howell & Linkous

$25,000,000 Children’s Museum of South Carolina
South Carolina Jobs-Economic Development Authority
McNair Law Firm
Haynsworth Sinkler Boyd

$9,000,000 Edventure, Inc.
South Carolina Jobs-Economic Development Authority
Haynsworth Sinkler Boyd
Parker Poe Adams & Bernstein

$3,500,000 Mercury Air Group, Inc.
South Carolina Jobs-Economic Development Authority
Haynsworth Sinkler Boyd
Nexsen Pruet Jacobs & Pollard

OTHER REVENUE ISSUES:

Description of Issue
Agency/Institution
Approved Bond Counsel

$29,000,000 Clemson University Revenue Bonds, Series 2003
Clemson University
Haynsworth Sinkler Boyd


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

Office of State Budget:  Wil Lou Gray Opportunity School’s Request to Transfer Personal Service Funds to Other Operating Expenses (Blue Agenda Item # 3)

Wil Lou Gray Opportunity School requested authorization to transfer $125,000 from personal service to other operating expenses in order to cover the purchase of items needed for the education and safety of the students.  These items include computer upgrades, outdoor security lighting, medical equipment, a new transportation van, and cafeteria equipment.  This transfer requires Board approval under the conditions of Proviso 72.14 of the FY 2001-02 Appropriation Act.  Funds are available as the result of the School's management of vacant positions.  Wil Lou Gray Opportunity School has adjusted its FY 2002-03 budget detail to more accurately reflect actual expenditure patterns.

Wil Lou Gray Opportunity School originally planned to use carry forward funds from FY 2000-01 to purchase the education and safety equipment for the school.  However, carry forward funds were not available due to budget constraints within the State.

The Board authorized the Wil Lou Gray Opportunity School to transfer $125,000 from personal service to other operating expenses in order to cover the purchase of items needed for the education and safety of the students.

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

Retirement Division:  Judges and Solicitors Retirement System Employer Rate (Blue #4)

In accordance with S.C. Code Ann. Section 9-8-140, the contributions of the State to the System shall be determined by the Board each year on the basis of annual actuarial valuations of the System.  Each year the Board shall certify to the State the amount of its contribution due the System.  The State’s contributions shall be appropriated annually from the general fund to the System and shall include such sums as are found necessary in order to create reserves in the System sufficient to cover the cost of the allowances currently accruing under this chapter, to include a contribution each year toward the cost of prior service credits and to cover any administrative expenses which the Board may incur in the operation of the System.  The Board was therefore asked to increase the rate of employer contributions to the Judges and Solicitors Retirement System (JSRS) by .15 percent of the compensation of each member of JSRS.


The Board increased the rate of employer contributions to the Judges and Solicitors Retirement System (JSRS) by .15 percent of the compensation of each member of JSRS (effective July 1, 2002).

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

General Services:  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 8-2002:  Item 2.  Clemson University

Project:
9732, Clemson House Renovations

Request:
Increase budget to $2,125,000 (add $670,000 Other, Housing Improvement funds) to install an automatic fire protection system, including a fire pump and emergency generator, at the Clemson House.  Work will also include upgrading the fire alarm system, replacing the original storefront, adding water filters to all sinks and lavatories and other associated work.  The nine-floor Clemson House is the tallest remaining residential facility without an automatic fire suppression system.

b.   Summary 8-2002:  Item 3.  College of Charleston

Project:
9565, BellSouth HVAC System

Request:
Increase budget to $1,912,484.93 (add $712,484.93 Capital Improvement Bond and Other, Institutional Capital Project funds) to include the installation of an HVAC system in the College of Charleston’s space at the BellSouth Building.

c.   Summary 8-2002:  Item 4.  College of Charleston

Project:
9588, 103 Wentworth Street Renovation

Request:
Establish project and budget ($300,000 Other, College Fee funds) to renovate 103 Wentworth Street at the College of Charleston.  The renovations will include structural reinforcement, systems upgrades, and interior repairs.

d.   Summary 8-2002:  Item 5.  College of Charleston

Project:
9589, McConnell Hall Chiller Installation

Request:
Establish project and budget ($500,000 Other, College Fee funds) to install a stand-alone air cooled chiller, pumps, and supporting electrical systems in Glenn McConnell Dorm at the College of Charleston.  The underground chilled water pipes are in poor condition and it would not be cost efficient to replace them if the facility were to remain on the Central Energy System.

e.   Summary 8-2002:  Item 6.  College of Charleston

Project:
9590, Berry Residence Hall Roof Replacement

Request:
Establish project and budget ($400,000 Other, Housing Revenue funds) to replace the roof of the Berry Residence Hall at the College of Charleston.  The residence hall was built in 1987 and the roof has deteriorated and needs replacing.

f.   Summary 8-2002:  Item 7.  College of Charleston

Project:
9591, Rutledge/Buist Renovation

Request:
Establish project and budget ($425,000 Other, Housing Revenue funds) to renovate the connecting Rutledge and Buist Residence Halls at the College of Charleston.  The renovation will include total asbestos abatement, elevator upgrades, and floor and wall renovations.

g.   Summary 8-2002:  Item 8.  College of Charleston

Project:
9593, Berry Residence Hall – Deli Expansion/Renovation

Request:
Establish project and budget ($400,000 Other, Auxiliary funds) to expand and renovate the food preparation area, serving lines and seating area in the deli of Berry Hall Residence at the College of Charleston.  The food service options at the College need to be expanded.

h.   Summary 8-2002:  Item 9.  Francis Marion University

Project:
9545, Media Center Auditorium Renovation

Request:
Establish project and budget ($375,000 Other, Gift of Construction) to provide a gift of construction to renovate the Cauthen Educational Media Center Auditorium at Francis Marion University.  The work will include replacing the carpet, seating, and wallcoverings, and replacing and upgrading the existing lighting, audio, and video systems.  The auditorium seating and room finishes are worn and the systems are outdated.

i.   Summary 8-2002:  Item 10.  Winthrop University

Project:
9523, Athletic Facilities Improvements

Request:
Increase budget to $3,900,000 (add $500,000 Institution Bond funds) to add a brick exterior finish to the Coliseum at Winthrop University.  The building was erected in the early 1980’s with the outside wall consisting of only sheetrock and stucco which was never intended to be the long-term exterior finish.

j.   Summary 8-2002:  Item 11.  Winthrop University

Project:
9523, Athletic Facilities Improvements

Request:
Increase budget to $4,400,000 (add $500,000 Institution Bond funds) to fund the replacement seating in the Coliseum at Winthrop University.  Current seating is in poor condition.

k.   Summary 8-2002:  Item 12.  Medical University

Project:
9746, Institute of Psychiatry – Wind Damage Prevention

Request:
Establish project and budget ($651,777 Other, FEMA and SC Emergency Preparedness funds) to provide protection from wind damage through the installation of wind shutters and protective film covering to the windows of the Institute of Psychiatry building at the Medical University.

l.   Summary 8-2002:  Item 13.  Department of Disabilities & Special Needs

Project:
9770, Midlands Center – Third Midlands Roof Systems Repair

Request:
Establish project and budget ($1,200,000 Excess Debt Service funds) to repair the roofing systems on seven Midlands residential facilities known as “Third Midlands.”  The buildings include Willow, Palm, Chestnut, Juniper, Walnut, Cedar, and Magnolia.  The roofs were designed and constructed in 1979 with a fire retardant treatment that is now causing a serious safety threat around the country.  The SC Insurance Reserve Fund will reimburse the Department of Disabilities and Special Needs for construction costs related to the roof repairs which will replenish the excess debt service funds.

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

General Services:  Property Transactions (Blue Agenda Item #6)


The Board approved the following property acquisitions:

a.
Agency:
Department of Natural Resources


Acreage:
200± acres


Location:
West of Conway along the Little Pee Dee River


County:
Horry County


Purpose:
To expand the Little Pee Dee preserve to protect the state’s significant natural resources.


Appraised Value:
$180,000


Price/Seller:
$180,000/Joseph H. Johnston


Source of Funds:
Heritage Land Trust Fund


Project Number:
P24-9833


Environmental Study:
Approved


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


Approved By:
JBRC on 4/30/02

b.
Agency:
Technical College of the Lowcountry


Acreage:
.6± acres with a residential dwelling


Location:
870 Ribaut Road in Beaufort


County:
Beaufort County


Purpose:
To acquire contiguous property for future campus expansion.


Appraised Value:
$205,000


Price/Seller:
$205,000/Tyrone and Linda Lepionka


Source of Funds:
Local


Project Number:
H59-9842


Environmental Study:
Approved


Additional Annual Op Cost/SOF:
Annual operating costs are estimated at $800 per month and will be paid from Local Funds.


Approved By:
JBRC on 4/30/02

The Board approved the following property sales:

c.
Agency:
Department of Transportation


Acreage:
3.108± acres


Location:
On Glendon Road in Columbia


County:
Richland County


Purpose:
To dispose of surplus real property.


Appraised Value:
$81,000 as of 1/28/02


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


Disposition of Proceeds:
To be retained by DOT.


Approved By:
N/A

d.
Agency:
Department of Transportation


Acreage:
1.17± acres


Location:
On Glendon Road in Columbia


County:
Richland County


Purpose:
To dispose of surplus real property.


Appraised Value:
$13,000 as of 1/28/02


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


Disposition of Proceeds:
To be retained by DOT.


Approved By:
N/A

e.
Agency:
Department of Transportation


Acreage:
.71± acres


Location:
On Glendon Road in Columbia


County:
Richland County


Purpose:
To dispose of surplus real property.


Appraised Value:
$4,000 as of 1/28/02


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


Disposition of Proceeds:
To be retained by DOT.


Approved By:
N/A

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

General Services:  Reporting of Previously Approved Real Property Leases (Blue Agenda #7)

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

I.
Lease Amendment by Patriots Point Development Authority

Approval of the proposed Fifth Amendment to the Patriots Point lease with Charleston Harbor Partners III Limited Partnership of Parcels B, C, and D, as described more fully in the letter of April 15, 2002, to all Board members (a copy was attached as part of the agenda materials).

II.
Lease Amendment by Patriots Point Development Authority

Approval of the proposed Sixth Amendment to the lease of the Patriots Point Golf Course with Charleston Harbor Golf Partners Limited Partnership to delay the increase in the percentage of gross income rent to January 1, 2003, as described more fully in the letter of April 22, 2002, to all Board members (a copy was attached as part of the agenda materials).

The Board received as information a Reporting of Previously Approved Real Property Leases by the Patriots Point Development Authority.

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

General Services Division:  Revision to Group 40 Bond Draw Schedule for State Museum (Blue Agenda Item #8)

Under the Group 40 bond draw schedule approved by the Board on March 26, 2002, the State Museum was not authorized to draw any funds for the agency as a whole or specifically for the Calhoun County Museum project in Group 40.  This project, H95-9502, was not anticipated to draw funds until the Group 41 (July – December 2002) period.  However, the Museum made an unscheduled draw of $600,000 on the project that resulted in a bond overdraw.

The State Museum requested authority to draw $600,000 in Group 40 for H95-9502, the Calhoun County Museum project, and to reduce the Group 41 draw by the same amount.

The Board approved a revision in the Group 40 bond draw schedule for the State Museum’s Calhoun County Museum project to increase the draw in Group 40 to $600,000 for a total draw of $600,000 and reduced the draw in Group 41 by the same amount.

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

Local Government:  Grant Requests (Blue Agenda Item 9)

The Office of Local Government advises of the following grant requests:

a.
Grantee:


Town of Blacksburg


Grant Request:

$100,000

Purpose/Description:

Construction of water and sewer facilities along US29 just beyond I-85 at Exit 104.

Project Impact:

Provide water and sewer service to an industrial site and the site of a new elementary school

           Cost of Project:

$1,052,481

OLG Recommendation:
$100,000 to assist in construction costs of the water portion of this project. Commerce Tobacco funds in the amount of $950,473 (Costs associated with the purchase/installation of fire hydrants are ineligible.)

b.
Grantee:


Town of Ninety Six


Grant Request:

$500,000

Purpose/Description:

Construction of a regional sewer project to serve two industrial buildings on Hwy. 4, two industrial sites on Hwy. 702, as well as a 400-lot subdivision on Lake Greenwood.

Project Impact:

Provides sewer service to two industrial buildings and two industrial sites that will help to assist in industrial recruitment.  In addition, service for the residential development will attract residents and retirees to the area.

            Cost of Project:

$880,000

            OLG Recommendation:
$500,000 to assist in construction costs.  The Coordinating Council for Economic Development is providing 175,000, and the residential developer is providing $205,000

c.
On December 13, 2001, the Budget and Control Board approved $95,000 from the Budget and Control Board Grant Program to assist the City of York with construction costs associated with the replacement of water and sewer lines along Liberty Street and Harbor Street.  The continuing drought is causing officials from the City of York to become concerned about the decline in water levels at the reservoir that provides drinking water for the City.  The City of York is requesting that the Board approve a change in scope on the previously approved project in order to install a pump station and associated water lines to enable York to purchase water from the City of Rock Hill.  Completion of the pump station project will ensure the City of York will have adequate drinking water for its customers. The Board is asked to redirect the $95,000 previously approved for the City of York for water and sewer line replacement to now allow for the construction of a pump station and associated water lines to interconnect with the City of Rock Hill in order to provide a backup source of water for the City of York.  (No new funds are being requested.  Costs associated with the purchase/installation of fire hydrants are ineligible.)

The Board approved the grant requests as recommended by the Office of Local Government concerning the Town of Blacksburg, $100,000 (costs associated with the purchase/installation of fire hydrants are ineligible) and the Town of Ninety Six, $500,000; and redirected $95,000 previously approved for the City of York for water and sewer line replacement to now allow for the construction of a pump station and associated water lines to interconnect with the City of Rock Hill in order to provide a backup source of water for the City of York. (No new funds are being requested.  Costs associated with the purchase/installation of fire hydrants are ineligible.)

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

Procurement Services Division:  Procurement Certifications (Blue Agenda Item #10)

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

a.
Clemson University:  goods and services, $225,000* per commitment, information technology, $225,000* per commitment; consultant services, $225,000* per commitment; revenue generating management services, $10,000,000* per commitment; construction contract award, $500,000 per commitment; construction contract change order, $500,000 per change order; architect/engineer contract amendment, $50,000 per amendment.

b.
Health and Human Services:  service provider contracted funded from any source – service provider being a provider of services directly to a client, $3,000,000 per contract per year limit four one year extension options; consultant services including information technology consultants, $150,000* per commitment; information technology, $25,000* per commitment; goods and services, $25,000* per commitment.

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

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

Executive Director:  Revenue Bonds (Blue Agenda Item #11)


The Board adopted the following proposals to issue revenue bonds:


a.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$150,000,000 Industrial Revenue Bonds ($103,270,000 involved)


Allocation Needed:
$46,730,000

Name of Project:
South Carolina Electric & Gas Company

Employment Impact:
Maintaining permanent employment of approximately 167 people at the Wateree and McMeekin generating plants and approximately 844 people at the Williams, Canadys, VC Summer and Cope generating plants when operating at full capacity.

Project Description:
Waste ash collection and disposal facilities

Note:




private sale

Bond Counsel:

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

b.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$25,000,000 Economic Development Revenue Bonds 


Allocation Needed:
-0-

Name of Project:
The Children’s Museum of South Carolina, Inc.

Employment Impact:
Maintain permanent employment of approximately five people at and provide additional permanent employment for approximately 26 people within 12 months and four people within 24 months when operating at full capacity.

Project Description:
Children’s museum

Note:




private sale

Bond Counsel:

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



Information relating to this matter has been retained in these files and is identified as Exhibits 14 through 15, respectively.

Office of State Budget:  Notification of Potential Agency Deficits (Regular Session Item #1)
The Commission on Prosecution Coordination, the South Carolina Procurement Review Panel, and the South Carolina Department of Corrections have notified the Office of State Budget of potential General Fund deficits for fiscal year 2001-02.  The projected agency deficits are as follows:



  Prosecution Coordination Commission

   332,324



  Procurement Review Panel



       5,000



  Department of Corrections                              
6,056,489


                                                                          $ 
6,393,813
Proviso 63C.6 of the FY 2001-02 Appropriation Act sets forth procedures for addressing potential agency General Fund deficits.  Upon recognizing the potential for a deficit, the agency, in consultation with the Budget and Control Board is directed to develop a plan to eliminate or reduce the projected deficit.  If the Board finds that the cause and likelihood of a deficit is unavoidable and beyond the agency's control, the Board may recognize a deficit, and upon doing so, shall notify the General Assembly of its determination.

A.
Prosecution Coordination Commission
The Commission’s annual appropriated budget is $9,933,996.  Of this amount, over 93% is directed by law (Proviso 33.3) to be distributed to the 16 Judicial Court Solicitors for the operation of their respective offices.  These funds are distributed on a per capita basis and in such a manner (first and third quarters) that they are rarely available for reduction and/or sequestration.  Since the funds to the solicitors have already been distributed, the recent 2.52% reductions, while computed on the agency’s gross appropriations, impact the central office disproportionately.  The Commission projects an operating deficit for FY 2001-02 in the amount of $332,324.  This projected shortfall includes cost avoidance measures in excess of $60,000 that the Commission achieved through reduction in office space, vacancy in one FTE, non-renewal of federal grants, reduction of criminal indictments, reduction in travel, etc.

B.  
Procurement Review Panel
The Procurement Review Panel's 10% reduction of $12,806 this past fiscal year reduced the Panel's appropriations to $119,808.  The additional 2.52% reduction brings the total budget to $116,398.  Spending has been reduced on supplies and training classes and funds are spent only on hearings and necessities.  The current operating account balance, including projected salary and fringe costs, is $1,938.  To complete the current fiscal year the Panel is projecting operating expenses of $6,938 to cover the cost of 6 hearings and utility expenditures.  Based on these estimated costs, the Panel is projecting an operating deficit of $5,000.

C.  
Department of Corrections
The Department of Corrections base budget was reduced 11% at the beginning of the fiscal year and 4% mid-year.  One percent was taken out of state funds in May of 2001 and an additional $350,000 was taken from earmarked/other and carryover funds.  These reductions have resulted in a total budget cut of $52.7 million.  

The Department has implemented, over the past year, measures to reduce expenditures to comply with the mandated budget reductions.  In March 2001, the Department established the minimum staffing level for security.  In December of 2000, the Department suspended hiring of all non-security/non-critical positions.  Probationary and temporary employees were terminated in April and May of 2001.  A retirement incentive was offered and 190 employees participated and retired by September 1, 2001.  Through attrition, minimum-security staffing levels were attained by August 2001. Two institutions, Givens and State Park have been closed.  Over 50 certified personnel have been reassigned to institutions.  Cameras are being installed on perimeters of some institutions to supplement staff and institutional security.  Replacement of fleet vehicles has been deferred and maintenance expenditures have been reduced to only critical needs.  All other operating expenditures have been cut significantly or deferred.  One hundred seventy-five employees have also assisted by taking 2,550 days of voluntary furlough, saving the Department over $300,000 in personnel costs.

The 2.52% cut for the Department equates to approximately $7.2 million.  To achieve this additional reduction after having reduced expenditures as described above, the Department cannot implement the reduction without significantly changing current correctional practice.  The Department is estimating a FY 2002 General Fund deficit of $11,545,489.  However, through the use of $5,489,000 of other funds, the Department indicates the projected net General Fund deficit to be $6,056,489.

Budget Director Les Boles appeared before the Board on this matter.  Mr. Patterson asked Mr. Boles whether his office was still working with the agencies on ways to further reduce their deficits.  Mr. Boles indicated that his office was working with the agencies to help further reduce their deficits.

With regard to the Prosecution Coordination Commission, Governor Hodges noted that the solicitors would have to return money to be able to cover the deficit since the earlier cut out of the agency.  Donald Myers, chairman of the Commission, stated that because of the earlier cut a lot of solicitors have had to eliminate a lot of positions.

Governor Hodges also noted that Gary Maynard, Director of the Department of Corrections has done a terrific job in managing the cuts and has come up with a number of innovative ways to deal with the cuts.

Senator Leatherman commented that he has had concerns about the cuts taking place at the Department of Corrections.  He stated that the Department has to be supplied with the necessary resources to make sure people are staying safe without uprisings or breakouts.  He stated that he would strongly urge staff to see if there was some way to cut the $6 million deficit at the Department.  Mr. Lander commented that he would urge all state agencies to find additional ways to cut their budgets.

Senator Leatherman further commented that the coming fiscal year would be another difficult year.  He noted that if the Senate version of the budget prevailed that would be another 2.7% cut for the Department and other state agencies.  He said he saw no choice but to grant the deficit requests.  Governor Hodges said that he agrees and noted that he has worked with the cabinet agencies to make sure that they have handled the cuts as judiciously as possible.  Governor Hodges noted that Mr. Maynard has worked hard to reduce costs at the Department and that the Department is at the point of cutting employees or closing institutions if the deficit is not recognized.


Upon a motion by Senator Leatherman, seconded by Mr. Lander, the Board, pursuant to Proviso 63C.6 of the FY 2001-02 Appropriation Act, (a) determined that the operating deficits incurred by the Prosecution Coordination Commission, the Procurement Review Panel, and the Department of Corrections are unavoidable; (b) recognized the operating deficits not to exceed the following amounts:



  Prosecution Coordination Commission

  332,324



  Procurement Review Panel



      5,000



  Department of Corrections                             
6,056,489


                                                                          $ 
6,393,813

(c) directed staff to notify the presiding officer of the House and Senate; and (d) directed the Office of State Budget to work with these agencies to reduce the deficits.

[Secretary’s Note: A request by the Higher Education Tuition Grants Commission for recognition for potential agency deficit was withdrawn.]

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

Medical University Hospital Authority:  Medical University Hospital Authority Short-Term Indebtedness (Regular Session Item #2)

Pursuant to S.C. Code Ann. Section 59-123-60, as amended, the Board of Trustees of the Medical University of South Carolina (Board of Trustees) became the governing body of the Medical University hospitals, clinics, and other healthcare and related facilities as shall be determined from time to time by resolution of the Board of Trustees.  Section 59-123-60 further provides that whenever the Board of Trustees functions in its capacity as the governing body of such facilities, it is constituted and designated as the Medical University Hospital Authority (Authority), an agency of the State of South Carolina.

The Authority, pursuant to Section 59-123-60(E)(3)(d), is authorized to issue revenue anticipation notes; provided that such notes have a maturity of not exceeding six months from date of issuance and do not exceed, in the aggregate, ten percent of the net patient service revenue for the fiscal year of the Authority preceding the fiscal year in which such obligations are issued.  The issuance of the notes is subject to approval of the Budget and Control Board.

The Medical University of South Carolina (MUSC) advised that audited financial statements reflect that for fiscal year ended June 30, 2001, net patient service revenues were $423,606,067. The State Treasurer also has made necessary arrangements with Wachovia Bank, N.A., which has agreed to purchase the revenue anticipation notes.

The Authority requested that the Board authorize the State Treasurer to negotiate the terms of the revenue anticipation notes which shall be issued in an aggregate principal amount not exceeding ten percent of the net patient service revenue of MUSC for fiscal year ended June 30, 2001, and shall have a maturity of not exceeding six months from the date of their issuance.  The Authority also requested that the Board authorize the Treasurer to negotiate other terms and conditions of the revenue anticipation notes and to approve all documents related thereto to which the Authority is a party.  The Authority further requested that the Board authorize the Treasurer to negotiate the terms and conditions of one renewal of such anticipation notes during the 2002-2003 fiscal year, such renewal not exceeding six months.

Upon a motion by Mr. Harrell, seconded by Senator Leatherman, the Board adopted a resolution on behalf of the Medical University Hospital Authority (1) authorizing the State Treasurer to negotiate the terms of the revenue anticipation notes which shall be issued in an aggregate principal amount not exceeding ten percent of the net patient service revenue of MUSC for fiscal year ended June 30, 2001, and shall have a maturity of not exceeding six months from the date of their issuance; (2) authorizing the Treasurer to negotiate other terms and conditions of the revenue anticipation notes and to approve all documents related thereto to which the Authority is a party; and (3) authorizing the Treasurer to negotiate the terms and conditions of one renewal of such anticipation notes during the 2002-2003 fiscal year, such renewal not exceeding six months.

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

Medical University Hospital Authority:  Not Exceeding $110,000,000 Hospital Refunding Revenue Bonds of the Medical University Hospital Authority, Series 2002 (Regular #2A)

The Board was asked to adopt a resolution approving the issuance and private sale of not exceeding $110,000,000 Hospital Refunding Revenue Bonds of the Medical University Hospital Authority, Series 2002.  The proceeds from the bonds will be used for the purpose of refunding some or all of the Authority’s outstanding bonds.


Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board adopted a resolution approving the issuance and private sale of not exceeding $110,000,000 Hospital Refunding Revenue Bonds of the Medical University Hospital Authority, Series 2002.

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

Clemson University:  Not to Exceed $22,295,000 General Obligation State Institution Bonds, Clemson University, Series 2002B (Regular Session Item #3)

The Board was asked to adopt a resolution to provide for the issuance and sale of not to exceed $22,295,000 General Obligation State Institution Bonds, Clemson University, Series 2002B.  The proceeds from the bonds will be used to:

(i) pay a portion of the costs for making certain improvements to the Fike Recreation/Wellness Center, to include the addition of approximately 60,000 square feet for new basketball courts, the redesign and reconstruction of men’s and women’s locker rooms, and the renovation of the historic fieldhouse, and, in addition, renovating various on-campus facilities to house activities being displaced by the Fike renovation project all at a projected cost of $21,050,000; and 

(ii) to replace the entire roofing system for Littlejohn Coliseum including the structural steel, roof deck and built-up roof at a projected cost of $8,000,000.


Upon a motion by Mr. Lander, seconded by Mr. Patterson, the Board adopted a resolution to provide for the issuance and sale of not to exceed $22,295,000 General Obligation State Institution Bonds, Clemson University, Series 2002B.

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

Winthrop University:  Not Exceeding $5,000,000 Winthrop University Higher Education Revenue Bond, Series 2002 (Regular Session Item #4)


The Board was asked to adopt a resolution to provide for the issuance and sale of not exceeding $5,000,000 Winthrop University Higher Education Revenue Refunding Bond, Series 2002.  The proceeds from the bonds will be used to:

a. provide funds necessary to defray all or a portion of the costs of the acquisition, construction, repair, renovation, and reconstruction of certain student housing facilities, specifically including the renovation, retrofitting, and reconstruction of (a) the Wofford and Richardson residence halls, including without limitation the replacement of existing plumbing fixtures and equipment, the installation of new restrooms, the replacement of existing windows, the renovation and extension of the existing lobbies, and the installation of a sprinkler system; (b) the Lee Wicker residence hall; (c) the Phelps residence hall, and (d) the Margaret Nance residence hall;

b. satisfying the reserve requirement, if any, established in connection with the Series 2002 Bond; and

c. paying certain costs and expenses relating to the issuance of Series 2002 Bond.


Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board adopted a resolution to provide for the issuance and sale of not exceeding $5,000,000 Winthrop University Higher Education Revenue Bonds, Series 2002.

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

University of South Carolina:  Not Exceeding $29,000,000 University of South Carolina Revenue Bonds (Regular Session Item #5)


The Board was asked to adopt a resolution to provide for the issuance and sale of not to exceed $29,000,000 Revenue Bonds issued on behalf of University of South Carolina, Series 2002.  The proceeds from the bond issuance will be used to provide a portion of the costs of the construction of a student housing facility to be located on the property bounded by Wheat, Main, and Sumter Streets in Columbia, as well as renovations and upgrades to a number of campus student housing facilities.


Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board adopted a resolution to provide for the issuance and sale of not to exceed $29,000,000 University of South Carolina Revenue Bonds, Series 2002.

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

Future Meeting


The Board agreed to meet at 10:00 a.m. on Tuesday, June 18, 2002, in the Governor’s conference room in the Wade Hampton Building.

Executive Session 

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

Legal Advice (Public Service Commission)

Report on Matters Discussed in Executive Session 


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

(a) Executive Director: Legal Advice (Public Service Commission) (Executive Session Item #1)


Upon a motion by Senator Leatherman, seconded by Mr. Patterson, the Board authorized the Board’s Executive Director, on behalf of the Board, to enter into a settlement of the ChemNuclear litigation presently pending before the Public Service Commission under terms that are in the best interest of the State.

Adjournment

The meeting was adjourned at 10:40 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 3:50 p.m. on Friday, May 3, 2002.]

