
Minutes of Budget and Control Board Meeting

November 1, 2005  --  Page 49


MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING


November 1, 2005             10:00 A. M.
The Budget and Control Board (Board) met at 10:00 a.m. on Tuesday, November 1, 2005, in the Governor's conference room in the Wade Hampton Office Building, with the following members in attendance:

Governor Mark Sanford, Chairman;

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

Mr. Richard Eckstrom, Comptroller General;

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

Representative 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 George Dorn and Tom Lucht; 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 meetings of the Education Assistance Authority and 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
Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board adopted the Budget and Control Board agenda after amending the agenda to carryover blue agenda item #6 concerning annexation of Crafts Farrow properties, adding a request to adopt a resolution honoring former Board member Robert N. McLellan, and adding an executive session item concerning a personnel matter. [Secretary’s Note:  Senator Leatherman asked to add an executive session item concerning a personnel matter.]
Resolution


Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board approved a resolution honoring former Board member Robert N. McLellan and acknowledging his passing.  The following is the resolution adopted by the Board: 
R E S O L U T I O N

OF THE

SOUTH CAROLINA BUDGET AND CONTROL BOARD
To express the deepest sympathy of the members of the Budget and Control Board to the family of Robert Neil McLellan, Sr. of Seneca, South Carolina who served as a member of the Budget and Control Board from 1986 to 1990.  

WHEREAS, the members of the Budget and Control Board were saddened to learn of the death of the Honorable Robert Neil McLellan, Sr. who died on September 1, 2005; and  

WHEREAS, he was born in San Francisco, California, graduated high school from Thornwell Orphanage in Clinton, SC in 1941 and served in the U.S. Army from 1943 to 1946 and graduated from the University of South Carolina in 1949; and

WHEREAS, he served as a member of the South Carolina House of Representatives from 1977 to 1990 and whereas as a resident of Seneca he represented his district and the State as a member of the House and as Chairman of the Ways and Means Committee and as a member of the State Budget and Control Board; and

WHEREAS, he served also as a trustee of the University of South Carolina and as Executive Director of the State Department of Highways and Public Transportation; and

WHEREAS, as President of the Byrd-McLellan Agency he brought knowledge of private business practices into government and heightened the credibility of government decision making; and

WHEREAS, he was one of the early supporters of the Education Improvement Act in 1982; and

WHEREAS, throughout Bob McLellan’s tenure and in his various capacities he earned a reputation for integrity and fiscal responsibility and exemplified the meaning of public service.

NOW, THEREFORE, BE IT RESOLVED by the members of the State Budget and Control Board that the members express their deepest sympathy to Mrs. Doris McLellan and her family.

FURTHER, the Board directs that a copy of this Resolution be presented Mrs. Doris McLellan and her family.

Adopted this first day of November 2005, in Columbia.

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

Minutes of Previous Meeting


Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board approved the minutes of the September 27, 2005, Budget and Control Board meeting; and acting as the State Education Assistance Authority, approved the minutes of the September 27, 2005, Authority meeting.

Blue Agenda


Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board approved blue agenda items as proposed, 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 and other revenue issues for which Board approval was requested:  

CONDUIT ISSUES:

	Description 

of Issue
	Agency/Institution 

(Borrower)
	Borrower’s 

Counsel
	Issuer’s 

Counsel

	$8,365,000 Mid-America Runaway Bay, LP
	S.C. State Housing Finance & Development Authority
	McNair Law Firm
	Parker Poe Adams & Bernstein


OTHER REVENUE ISSUES:

	Description of Issue
	Agency/Institution
	Approved Bond Counsel
	Date STO Approved

	$4,420,000 and $6,330,000 Athletic Facilities Bond Anticipation Notes
	University of South Carolina
	Haynsworth Sinkler Boyd
	10-07-05

	$209,000,000 Education Loan Revenue Bonds
	South Carolina State Education Assistance Authority
	McNair Law Firm
	10-07-05



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

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

The Board approved the following easements in accordance with SC Code of Laws Sections 1-11-80, 1-11-90, 1-11-100 and 10-1-130 as recommended by General Services:

	(a)
	County Location:
	Greenville County

	
	From:
	Budget and Control Board

	
	To:
	Western Carolina Sewer Authority

	
	Consideration:
	$1700.00

	
	Description/Purpose:
	To grant an easement for the construction of a sanitary sewer line under and across the Enoree River at six locations.


	(b)
	County Location:
	Spartanburg County

	
	From:
	Budget and Control Board

	
	To:
	Inman-Campobello Water District

	
	Consideration:
	$700.00

	
	Description/Purpose:
	To grant a .027 acre easement for the installation of a 
12-inch water main across the South Pacolet River.


	(c)
	County Location:
	Richland County

	
	From:
	Budget and Control Board

	
	To:
	South Carolina Electric and Gas Company

	
	Consideration:
	$1.00

	
	Description/Purpose:
	To grant an easement for the removal of overhead primary electric lines and the installation, operation and maintenance of underground electric lines serving the State Farmers Market and state-owned property leased by Bojangles’ Restaurant.


The Board also concurred and acquiesced in granting the following easement in accordance with Code Sections 1-11-80, 1-11-90, 1-11-100 and 10-1-130 as recommended by General Services:

	(d)
	County Location:
	Greenville County

	
	From:
	Clemson University

	
	To:
	Duke Energy Corporation

	
	Consideration:
	$1.00

	
	Description/Purpose:
	To grant an easement for the construction, operation and maintenance of underground electrical lines and facilities 
for the purpose of providing service to the Clemson University International Center for Automotive Research campus.



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

General Services Division:  Real Property Transactions (Blue 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:
	10.06± acres

	
	Location:
	On Roost Court southeast of Gilbert

	
	County:
	Lexington

	
	Purpose:
	To dispose of surplus real property formerly used by the Forestry Commission.

	
	Appraised Value:
	$58,300 as of 08/23/05

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

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


	(b)
	Agency:
	Budget and Control Board

	
	Acreage:
	1.52± acres

	
	Location:
	Off S-2-14 South of Wagner

	
	County:
	Aiken

	
	Purpose:
	To dispose of surplus real property formerly used by the Forestry Commission.

	
	Appraised Value:
	$3,800 as of 08/22/05

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

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


The Board agreed to carry over the request to approve the following property conveyance:

	(c)
	Agency:
	Budget and Control Board

	
	Acreage:
	11.15± acres

	
	Location:
	On SC Highway 51 behind Hannah-Pamplico School

	
	County:
	Florence

	
	Purpose:
	To dispose of surplus real property formerly used by the Forestry Commission.

	
	Appraised Value:
	$11,000 as of 08/23/05

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

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


Mr. Eckstrom said he had a question about the appraisal of the 11.15 acres for this item.  He asked why an appraiser from Batesburg was used instead of a local appraiser from the Florence County area for the property evaluations in that part of the State.  He said why go across the State to find someone to do the appraisal and it comes back at what appears to be a very low value.  He commented that his sense is that the Hannah-Pamplico School has considerably enhanced the value of the property.  He said that is typically the case.  Mr. Dorn said the appraisal company is used across the State on a number of these types of transactions by the Forestry Commission.  Mr. Dorn said that he has looked at the highest and best use and compared it to the Gilbert property (Blue item 3 (a) ).  He said the highest and best use for the Gilbert property was recreational, farm, and residential and that the highest and best use for the property in question is as contiguous property to a school area or farming.  Mr. Dorn offered to have the item carried over in order to provide Mr. Eckstrom with a copy of the appraisal, if he had major concerns about the appraisal.  Mr. Dorn said they accepted the fact that although the two pieces of property were similar in acreage, they were entirely different in highest and best use.  Mr. Eckstrom stated that he would like to see the appraisal.

Upon a motion by Mr. Eckstrom seconded by Senator Leatherman, the Board agreed to carry over blue agenda item #3(c) as noted above.

	(d)
	Agency:
	Budget and Control Board

	
	Acreage:
	10 acres

	
	Location:
	1540 Seabrook Road in Andrews

	
	County:
	Williamsburg

	
	Purpose:
	To dispose of a former Forestry Commission fire tower site pursuant to proviso.

	
	Appraised Value:
	$27,500 as of 08/12/05

	
	Price/Purchaser:
	$27,500/Trio United Methodist Charge Parsonage Committee

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


	(e)
	Agency:
	Budget and Control Board

	
	Acreage:
	3.5± acres

	
	Location:
	On National Cemetery Road in Florence

	
	County:
	Florence

	
	Purpose:
	To sell real property to PEK Foundation, Inc. pursuant to an existing lease with purchase option.

	
	Appraised Value:
	$158,000 as of 06/30/05

	
	Price/Purchaser:
	$118,500/PEK Foundation, Inc.

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

	
	Additional Information:
	Department of Juvenile Justice would exercise its option to continue to use the property; therefore, the purchase price reflects a 25% reduction from the appraised value as provided in the lease agreement.


Governor Sanford commented the way the lease reads, the PEK Foundation, Inc., has the option to buy 1.4 acres of land at a 75% discount.  He stated that the way the transaction is going, PEK will buy the entire 3.5 acres at a 75% discount.  He said that his comments were not a knock against the entity, but that his staff noticed the discrepancy between the options as contained in the lease versus what is being contemplated in the space used.

Larry Vanderbilt with the Department of Juvenile Justice (DJJ) advised the Board that the discount was 25%.  He said that the appraised price for the 3.5 acres is $158,000 which would make the sale price $118,000.  He said that in 1986 DJJ leased the property in question to the PEK Foundation for 80 years.  He said that if the current transaction does not go through, PEK will be able to lease the property for at least another 60 years.

Mr. Fusco asked Mr. Vanderbilt how much of the 25 acres should come under the 25% discount.  Mr. Vanderbilt said that DJJ has taken the position that it is fine for the entire 3.5 acres to come under the discount.  He said, however, if the Board wanted to make a counter proposal for only the 1.4 acres to come under the 25% discount and sell the remaining 2.1 acres at the full appraised value that could be done because the appraisal was done per acre at about $45,000 per acre.

Senator Leatherman commented that the Foundation built a building on the property and has 60 students.  He stated that the Foundation is accredited for K-4th grade.  He noted that no tax payer dollars go toward the school.  He said that he hopes the Board would recognize this fact and allow the Foundation to have the 25% discount.  He said that DJJ still has use of the grounds and the building when it is not being used by the school.  He stated that is the reason for the 25% discount.  Senator Leatherman stated that the Foundation has informed him that if the Board does not allow the 25% discount it is prepared to purchase the property at the appraised value.  Senator Leatherman further stated that he hoped the Board would take into consideration the work the Foundation is doing with disturbed children.

Governor Sanford said he would defer to the sentiment of the Board on the adoption of the item.  He said that the discrepancy of what was in the lease option caught his attention.
Upon a motion by Senator Leatherman, seconded by Mr. Patterson, the Board approved blue agenda item #3(e).
	(f)
	Agency:
	Budget and Control Board

	
	Acreage:
	1.0 acre

	
	Location:
	On Highway 47 (Bennettsville Fire Tower)

	
	County:
	Marlboro

	
	Purpose:
	To accept the highest bid of $1,226 after direct negotiations with the adjoining property owner failed to result in a sale of property formerly used by the Forestry Commission.

	
	Estimated Value:
	$1,600

	
	Price/Purchaser:
	$1,226/David Hinson

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



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

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

The Board approved the following lease of the Laurel Valley Lodge to Phillip McCollum as requested by General Services on behalf of the Department of Natural Resources:

	
	Agency:
	Department of Natural Resources

	
	Tenant:
	Phillip McCollum

	
	Location:
	204 Laurel Valley Road near Rocky Bottom at the main entrance to Jocassee Gorges Wildlife Management Area.

	
	County:
	Pickens

	
	Description:
	Laurel Valley Lodge (restaurant) with approximately 1,858 square feet on ±1.083 acres.

	
	Term:
	One year with automatic renewals each year with an increase of 10% rent each renewal.

	
	Rent:
	$300 per month

	
	Other:
	Property was previously leased and operated as a restaurant.



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

General Services Division:  Statewide Real Property Management System Status Report (B#5) 

As directed by the General Assembly under Proviso 73.18 to the 2004-2005 General Appropriations Act, the General Services Division began development of a management system to support and facilitate a comprehensive, statewide real property and facility management process, as directed by the Board at its meeting on September 28, 2004.  The Board requested a review of the system be made by an outside consultant and EDAW, Inc., was selected in March 2005 to provide that review.  A draft report was received from EDAW in September 2005 with a final report to be received in November 2005.

The Real Property Management System will combine the following existing data bases:


-
Leases


-
Property Inventory (parcels)


-
Appraisals


-
Facility Management - Facilities Center Maintenance


-
Facility Management - Building Condition Assessment


-
Workforce and Space and Utilization Survey

The combination of these databases into the Real Property Management System will provide a single resource to query for information about the state land inventory, buildings, and improvements, as well as leases, parcels, appraisals and facilities.  The new database will include all owned and leased properties statewide (except those that are exempt), identify those that are surplus to the state’s needs, and contain GIS data to allow for mapping of the properties.  The system will include facility condition information, office vacancies and sizes, and features for scoring capital improvement projects, making life cycle cost comparisons, and identifying alternative property management strategies.  After a review of the final report, a schedule of implementation steps will be developed.

The Board received as information a status report on the Statewide Real Property Management System.
Information relating to this matter has been retained in these files and is identified as Exhibit 5.

General Services Division:  Request Approval to Execute Declaration of Covenants regarding Annexation of Craft Farrow Properties as a Condition to Receiving Water and Sewer Service from the City of Columbia (Blue Agenda Item #6)

As noted above, the Board agreed to carry over a request for approval to execute a declaration of covenants regarding annexation of Crafts Farrow properties as a condition to receiving water and sewer service from the city of Columbia.

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

Office of the State Budget:  Permanent Improvement Project (Blue Agenda Item #7)

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 3-2006:  JBRC Item 1.  The Citadel


Project:
9597, City Gym – Land Acquisition


Request:
Establish project and budget ($20,000 Other, Gift funds) to cover the cost of an appraisal, environmental study and other investigative studies required to adequately evaluate property.  The Citadel is considering the purchase of a 2.59-acre tract of land with a 13,075 square foot building from the City of Charleston at Hagood Avenue and Fishburne Street.  The property will be used for campus parking.  The total projected cost of this project is $2 million.  (See Attachment 1 of the agenda material for this item for additional annual operating costs.)

(b)
Summary 3-2006:  JBRC Item 2.  Clemson University


Project:
9861, Lightsey Bridge Fire Sprinkler Retrofit/Renovation


Request:
Establish project and budget ($1,158,300 Revenue Bond funds) to install fire sprinkler systems in the ten Lightsey Bridge Apartment buildings at Clemson.  The buildings were built in 1991 and do not have fire sprinkler systems.  In keeping with Clemson’s plan to have fire suppression systems in all housing facilities, fire sprinklers will be installed in these buildings.  With these installations, all housing facilities over one level at Clemson will be sprinkled. The total projected cost of this project is $1,158,300.  (See Attachment 2 of the agenda material for this item for additional annual operating costs.)

(c)
Summary 3-2006:  JBRC Item 3.  Clemson University


Project:
9862, Riggs Hall – Window Replacement


Request:
Establish project and budget ($650,000 Other, Maintenance, Renovation & Repair and Operating Revenue funds) to replace the 307 windows in historic Riggs Hall at Clemson, which was built in 1927 and houses the Department of Electrical and Computer Engineering.  The windows will be replaced to address deferred maintenance, energy efficiency, indoor air quality and functional obsolescence issues.  The total projected cost of this project is $650,000.

(d)
Summary 3-2006:  JBRC Item 10.  Medical University


Project:
9777, College of Health Professions HVAC Replacement


Request:
Establish project and budget ($500,000 Other, Institutional Capital Project Fund and University Generated funds) to replace the existing 30 year-old HVAC system and associated duct work in the College of Health Professions at MUSC with a new HVAC system.  The new system will be more energy efficient, providing better temperature and humidity control.  The old system is at the end of its life expectancy.  The total projected cost of this project is $500,000.  (See Attachment 3 of the agenda material for this item for annual operating cost savings.)

(e)
Summary 3-2006:  JBRC Item 11.  Medical University


Project:
9778, Basic Science Building – Oral Community Health Sciences Renovation


Request:
Establish project and budget ($555,595 Federal and Other, Provost Indirect Cost and Research funds) to renovate approximately 3,236 square feet of space on the first floor of the Basic Science Building to house the Center for Oral Health Research at MUSC.  The work will include renovating 2,751 square feet of office space to provide new finishes, ceilings, flooring, and minor wall changes.  The remaining 485 square feet will be converted into a wet laboratory with a tissue culture room.  Electrical and mechanical upgrades will also be made and lab casework will be installed.  The total projected cost of this project is $555,595.

(f)
Summary 3-2006:  JBRC Item 12.  Medical University


Project:
9779, Campus Elevator Upgrades


Request:
Establish project and budget ($810,000 Other, Institutional Capital Project Funds) to upgrade five of the most unreliable elevators on MUSC’s campus.  The vintage elevators are located in the F Building, the Walton Research Building and the College of Health Professions Building C.  One 1952 elevator will be completely replaced.  Upgrades on the remaining elevators will include replacing wheels, cables, doors, controllers, and tracks.  The elevators are beyond their expected service lives and are no longer reliable.  The total projected cost of this project is $810,000.

(g)
Summary 3-2006:  JBRC Item 13.  School for the Deaf and Blind


Project:
9531, Hall Dorm Renovations


Request:
Increase budget to $1,103,730 (add $822,073 Capital Reserve Fund and Federal funds) to renovate the 28,880 square foot Hall Dorm at the School for the Deaf and Blind.  The work will include installing a new fire sprinkler system and replacing ceilings, interior lighting, the HVAC system, window treatments and restroom fixtures.  It will also include replacing carpet with vinyl flooring in dorm rooms and repairing the roof and the handicapped ramp at the main entrance.  The dorm was built in 1972 and has not been renovated since.  The total projected cost of this project is $1,103,730.  (See Attachment 4 of the agenda material for this item for annual operating cost savings.)

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

Office of State Budget:  Real Property Acquisitions (Blue Agenda Item #8)

Upon a motion by Governor Sanford, seconded by Mr. Patterson, the Board agreed to carry forward a request to approve the following property acquisition:  

	(a)
	Agency:
	State of South Carolina

	
	Acreage:
	140± acres of marshland

	
	Location:
	Lying below the mean high water mark, surrounded by Charleston Harbor, James Island and James Island Creek.

	
	County:
	Charleston County

	
	Purpose:
	To convey marsh property to the State

	
	Appraised Value:
	N/A

	
	Price/Seller:
	Donation / Lawton Bluff Company, L.P. c/o Edward K. Pritchard, III

	
	Source of Funds:
	N/A

	
	Project Number:
	F03-9796

	
	Environmental Study:
	Approved

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

	
	Approved By:
	JBRC on 10/25/05


Mr. Eckstrom asked how does the State benefit by taking property.  He said he assumes there is a benefit to the donor and which, he said, is a cost to the State.  Mr. Rush said that there will be a benefit of a tax write-off for the donor and the benefit is for ecological purposes.

Governor Sanford commented that nothing can be done with the marsh lands to which Mr. Rush agreed.  Mr. Eckstrom asked what would the current owner do with the property.  Mr. Rush said they would not be able to do anything with the property except put a dock on it with DHEC’s permission.  Mr. Eckstrom asked Mr. Rush whether he was suggesting that some ecological damage would be done to the property if the owner continued to own it.  Mr. Rush replied that he was not making such a suggestion.

Mr. Eckstrom further asked what was the cost going to be the State for taking this property.  Mr. Rush said that he is not aware of any cost to the State for taking this property.  Mr. Eckstrom commented that one cost would be the tax write-off.  Mr. Rush said that the cost would be to the county.

Mr. Eckstrom said that something in the write-up concerning this item indicated there would be some income tax event.  Mr. Rush said that he could not disagree with what Mr. Eckstrom said.

After further discussion, Governor Sanford asked the Board to delay action on the item to find out what the imputed costs would be to state and local government as a result of the acquisition of the marsh land.  Additionally, Mr. Eckstrom asked Mr. Rush whether he knew what the annual property taxes are for the property to which Mr. Rush replied he did not know but could find out.  The Board deferred action on this item as noted above.

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

	(b)
	Agency:
	Greenville Technical College

	
	Acreage:
	4.83± acres with a 74,397 square foot office/industrial building

	
	Location:
	On Keith Drive in Greenville

	
	County:
	Greenville County

	
	Purpose:
	The property will provide additional instructional space and parking for Greenville Tech’s automotive program.

	
	Appraised Value:
	$1,200,000

	
	Price/Seller:
	$1,100,000 / Greenville Technical College Foundation Keith Drive, LLC

	
	Source of Funds:
	Other, Local

	
	Project Number:
	H59-9911

	
	Environmental Study:
	Approved

	
	Additional Annual Op Cost/SOF:
	Additional annual operating costs of $39,694 are expected and will be paid from local funds.  Renovation of the facilities are expected to cost approximately $400,000 and will be paid from local funds.

	
	Approved By:
	CHE on 10/6/05 and JBRC on 10/25/05


	(c)
	Agency:
	Spartanburg Technical College

	
	Acreage:
	45.54± acres with 358,386 square feet of office/warehouse space

	
	Location:
	On SC Highway 290 near Duncan, adjacent to Spartanburg Tech’s BMW Training Facility

	
	County:
	Spartanburg County

	
	Purpose:
	The property will provide additional instructional space for the BMW training facility and for other industries in this fast growing area.

	
	Appraised Value:
	$6,810,000

	
	Price/Seller:
	$3,115,750 / Hwy 290 Warehouse - One Price, LLC c/o Johnson Development Associates, Inc.

	
	Source of Funds:
	Other, Local

	
	Project Number:
	H59-9958

	
	Environmental Study:
	Approved

	
	Additional Annual Op Cost/SOF:
	Additional annual operating costs are expected to be $68,500 upon acquisition and $225,000 after the building is renovated and will be paid from local funds.  Renovation of the facilities is expected to cost approximately $1,000,000 and will be paid from local funds.

	
	Approved By:
	CHE on 10/06/05 and JBRC on 10/25/05


	(d)
	Agency:
	Department of Natural Resources

	
	Acreage:
	10± acres

	
	Location:
	On Evander Drive across from Francis Marion University in Florence

	
	County:
	Florence County

	
	Purpose:
	To construct a new regional DNR office building.

	
	Appraised Value:
	$120,000

	
	Price/Seller:
	$119,000 / Francis Marion University Foundation

	
	Source of Funds:
	Federal

	
	Project Number:
	P24-9883

	
	Environmental Study:
	Approved

	
	Additional Annual Op Cost/SOF:
	Additional annual operating costs are expected to be $30,000 and will be paid from DNR revenue.  Construction of the new building is expected to cost $1.5 million and will be paid from capital improvement bond and federal funds.  

	
	Approved By:
	JBRC on 10/25/05


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

Insurance and Grants Services:  Expenditure from Barnwell County Economic Development Fund (Blue Agenda Item #9)

The Barnwell County Economic Development Fund (BEDF) was established in July 2000 with a $12 million payment to Barnwell County from Connecticut and New Jersey as an incentive for South Carolina’s membership in the Atlantic Compact.

In accordance with Code Section 48-46-60(A)(5)(a), the Barnwell County Council requested Board approval of $700,000 from the BEDF as partial funding for two projects. Of this amount $200,000 will be spent on construction of a new airport terminal, and $500,000 will be directed toward refurbishment of an existing building that will become the main library.

The Board approved disbursement from the Barnwell County Economic Development Fund of $200,000 for construction of a new airport terminal and $500,000 for refurbishment of an existing building for the library project.

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

Local Government:  Grant Request:  (Blue Agenda Item #10)

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

Grantee:


Town of McCormick/McCormick CPW

Grant Request:

$61,350

Purpose/Description:

The proposed project consists of  the construction of approximately 3,000 LF of 6 inch water main and appurtenances along the Hammond Street Extension.

Project Impact:


The project will provide service to the new McCormick County Detention Facility.

Cost of Project:

$70,200

OLG Recommendation:
$55,000.  The balance of the project cost will be provided by the McCormick CPW.

The Board approved the following grant request as recommended by the Office of Local Government:  Town of McCormick/McCormick CPW, $55,000.

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

Procurement Services Division:  Procurement Certifications (Blue Item #11)

The Procurement Services Division, in accord with Section 11-35-1210, audited the following agency and recommends certification within the parameters described in the audit reports for the following limits (total potential purchase commitment whether single-or multi- year contracts are used):  Arts Commission (for a period of three years):  goods and services, $25,000* per commitment; consultant services, $25,000* per commitment; information technology, $25,000* per commitment; printing and design, $125,000* per commitment.

(*Total potential purchase commitment whether single year or multi-term contracts are used.)
The Board, in accord with Section 11-35-1210, granted the following certifications within the parameters described in the audit report for the following limits (total potential purchase commitment whether single-or multi- year contracts are used):  Arts Commission (for a period of three years): goods and services, $25,000* per commitment; consultant services, $25,000* per commitment; information technology, $25,000* per commitment; printing and design, $125,000* per commitment.

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

Division of State Chief Information Officer:  Launching of SC.GOV (Blue Agenda Item #12)

The Board's Division of the State Chief Information Officer and its private sector partner South Carolina Interactive are launching SC.GOV, the new state website on November 1, 2005. 

Earlier this summer, a focus group made up of representatives of numerous state agencies and entities of local government and the private sector, began work on the redesign of the existing State portal, www.MySCGov.com , which has been in place for five years.  The goal was to enhance the look and feel of the website and improve accessibility and usage. Individuals from around the community have also been invited in testing the site to ensure that the site is accessible to all and easily navigable.  The eGovernment Oversight Committee, the portal's governing authority, gave final approval of the new site at its October 18 meeting. 

The new site will include improved navigation, a Google search engine, Microsoft's Content Management System and Live Help.  The new URL for the State of South Carolina's official website will be www.sc.gov.  A marketing campaign is under way to introduce and brand the redesigned portal. 

This project goes beyond just providing information on the Internet. A new payment engine for eGovernment services is being implemented in a number of state agencies.  This allows all state agencies to accept credit card and electronic check payments for online services. This is a quick, easy and secure method for taking payments for e-commerce applications.  The portal project works on a self-funded model - S.C. Interactive earns revenue by providing enhanced services to customers.

State agencies can also take advantage of a new online shopping mall application.  This is a robust system giving the user the ability to create a store, maintain their inventory, and sell their South Carolina products online.

CIO staff continues to work closely with SCI to offer the services of the web portal to all interested state and local government agencies.  In the coming months, they expect to announce a variety of new initiatives that will use technology to make government easier and faster for citizens to use. 


The Board received information concerning the launching of SC.GOV from the Division of the State Chief Information Officer.

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

Executive Director:  Revenue Bonds (Blue Agenda Item #13)

The Board approved the following proposals to issue revenue bonds:

a.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
N/E $298,000,000 Hospital Revenue Bonds ($298,000,000 refunding involved)

Allocation Needed:
-0-

Name of Project:
Palmetto Health Alliance

Employment Impact:
maintain 7,100 jobs

Project Description:
n/a

Note:
private sale, for public reoffering thereafter

Bond Counsel:
David J. Kates, Jones Day 


(Exhibit 13)

b.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$15,500,000 Hospital Revenue Bonds ($12,500,000 refunding involved)

Allocation Needed:
-0-

Name of Project:
Westminster Presbyterian Center, Inc. d/b/a/Westminster Towers

Employment Impact:
maintain existing employment for 132 full-time employees

Project Description:
additions, renovations and improvements to Westminster Towers and refunding prior indebtedness

Note:
private sale for public reoffering thereafter

Bond Counsel:
Kathleen Crum McKinney, Haynsworth Sinkler Boyd, PA 


(Exhibit 14)

c.
Issuing Authority:
Cherokee County

Amount of Issue:
Not Exceeding $30,000,000 Industrial Development Revenue Bonds

Allocation Needed:
-0-

Name of Project:
The Timken Company

Employment Impact:
maintain approximately 819

Project Description:
manufacturing of bearings

Bond Counsel:
Robert S. Galloway, III, Haynsworth Sinkler Boyd, P. A.


(Exhibit 15)

d.
Issuing Authority:
Williamsburg County

Amount of Issue:
N/E $2,700,000 Industrial Development Revenue Bonds ($2,700,000 refunding involved)

Allocation Needed:
-0-

Name of Project:
Peddinghaus Corporation of South Carolina

Employment Impact:
maintaining 38 jobs

Project Description:
refunding outstanding industrial revenue bonds, Series 1997

Bond Counsel:
Michael J. Seezen, McNair Law Firm

(Exhibit 16)

e.
Issuing Authority:
State Housing Finance and Development Authority

Amount of Issue:
$8,360,000 Multifamily Rental Housing Revenue Refunding Bonds (previously approved $10,300,000)

Allocation Needed:
-0-

Name of Project:
Runaway Bay Apartments

Employment Impact:
N/A

Project Description:
refunding of a 208-unit affordable housing project located in Mt. Pleasant, SC

Bond Counsel:
Lewis M. Levy, Parker Poe Adams & Bernstein, LLP


(Exhibit 17)

Second Injury Fund:  Status Update on Workers’ Compensation Premium Assessments (R#1)
Mr. Douglas P. Crossman, director of the South Carolina Second Injury Fund, appeared before the Board to provide a status update on workers’ compensation premium assessments.

Governor Sanford asked Mr. Crossman whether the workers’ compensation premium assessments could be delayed until January 2006 so that the Legislature would have time to adjust the assessment formulas.  Senator Leatherman said that the assessments have been sent out and are expected to be paid half now and half in January 2006.  He said that he has received copies of letters to Mr. Fusco from the Self-Insurance Association and that it appears if the action taken stands, some of the funds will go out of business.  He said that he also understands that some of the insurance companies will no longer write workers’ compensation policies in this State.  He said the result is that this issue quickly becomes an economic development issue and is putting a double assessment on the back of businesses.

Senator Leatherman asked Mr. Crossman why the assessment went from $127 million last year to $207 million this year.  Mr. Crossman stated that there was an additional payout of the fund.  He said that the number of claims submitted for recovery increased.  He said consequently the fund paid out more and, therefore, they assessed more.  Senator Leatherman further asked Mr. Crossman how much money was in the fund at the end of last year.  Mr. Crossman replied there was $41 million in the fund at the end of last year and that $168 million was paid out.  Senator Leatherman noted that with the $253 million assessed for this year and the $41 million left at the end of last year, the fund would have over $290 million.  Mr. Crossman stated that the assessment formula does not operate that way.  Senator Leatherman asked Mr. Crossman whether there would be $290 million in the fund if the assessments were paid to which Mr. Crossman replied that is correct.  Senator Leatherman commented that he did not understand why the assessments were being doubled and the burden being put on the back of businesses.

At the request of Senator Leatherman, Cliff Scott with the Self-Insurance Association addressed the Board.  Senator Leatherman asked Mr. Scott if he could help explain why the Second Injury Fund made the assessment.  Mr. Scott stated that the assessment is formula driven.  Senator Leatherman said that his best information indicates the Second Injury Fund is going to be done away with by the General Assembly this coming year because it is no longer needed.  He asked if the Second Injury Fund is done away with by the General Assembly what will happen to the $290 million in the fund.  Mr. Crossman said the Second Injury Fund is like an insurance company and the money will go towards paying claims that are already in the fund.

Senator Leatherman commented that some businesses will be put out of business if something is not done about the workers’ compensation assessment.  He said that perhaps the item should be carried over to give the Board an opportunity to study the issue and understand it.

Mr. Eckstrom said that the misgiving he has about carrying the item over is that it is getting very late in the year for businesses to do planning.  He said he wonders whether the Board has enough information to make an intermediary decision today.  Mr. Eckstrom also asked why the second billing went out in September.  He said that although the payment was split in half, the timing of the second payment has been accelerated.  Mr. Crossman said that was done so the money would be in the fund prior to the time they would have to start setting up for the next assessment program.

Mr. Eckstrom asked whether the second billing and  calculating the amount of the second billing could be deferred so that if businesses have to pay to keep the fund solvent premiums are adjusted to that point.  He also asked that if the second billing does not have to be as robust as planned the billing amounts can be reduced.  

Mr. Eckstrom said he is concerned as Senator Leatherman is about the mounting cost of this insurance for business all across the State.  Mr. Crossman explained that the Second Injury Fund Assessment is set by law and is not a premium collection and the amount has to be collected.  

Senator Leatherman commented that his understanding of the statute is that premiums will be assessed and paid as needed.  Mr. Crossman said that the statute says that the assessment shall be made and collected but does not say as needed.  Senator Leatherman replied that the statue gives the Second Injury Fund a “world of flexibility” as to how and when billing is done.  Mr. Crossman said the flexibility he has exercised was to split the bill into two payments, which he thought was fair and equitable to everyone.  

Senator Leatherman further questioned Mr. Crossman concerning whether the statute gave him a lot of flexibility to which Mr. Crossman replied that he does not believe the statue gives him a lot of flexibility.  Governor Sanford stated the statute does not require the assessment to be collected in January.  Mr. Crossman replied that the law requires him to collect assessments this fiscal year.  He pointed out that more than half of the carriers and self-insurers that have been assessed have already paid in full and that there would be a certain equity issue if other individual funds or carriers were allowed to space out their payments across the year.  Senator Leatherman read a portion of the statute in question and surmised that Mr. Crossman does have flexibility with regard to the assessments.  Mr. Crossman said there may be flexibility but it has to be exercised in a business like fashion rather than picking some arbitrary date, for example in June.  He said that one would then be setting up the situation where exercising the Second Injury Fund assessment formula would be detrimental to the formula and would result in a higher assessment.

Senator Leatherman asked Mr. Crossman whether there were any alternatives considered and what were they.  Mr. Crossman said they looked at other alternatives, but determined that the best way was to split the assessment into segments.

After further discussion, Senator Leatherman suggested adoption of a proposal made by the self-insurer and carriers.  Mr. Eckstrom said that he agreed and noted that the fund balance would be 25% higher than the fund balance in the previous fiscal year.  Mr. Eckstrom asked whether there were special circumstances last year with respect to claims.  Mr. Crossman said that last year’s claims were considerably higher.  Mr. Eckstrom asked whether there was a reason for the increased claims and would that reason carry forward.  Mr. Crossman said that he believes the primary reason was that legislation was introduced to do away with the Second Injury Fund and that those who participate in it, the carriers and self-insurers, did everything possible to receive every nickel they could before the fund would close.  He said that in essence there was a run on the bank.

Mr. Eckstrom noted that the claims reached $160 million but the current formula driven scheme puts the fund up to nearly $300 million.  He said “he could not see the math” in this instance.  Mr. Crossman said the Second Injury Fund functions on a pay as you go basis.  He stated that it is unlike an insurance company that sets reserves that assures that there is sufficient monies in the fund to pay the claims.  He said the fund in essence operates as a reserve.  Mr. Eckstrom also asked Mr. Crossman what the claims run off period was.  Mr. Crossman said from the day of shutting down the fund, the run-off would be from 5 to 10 years based on the length of time that the workers’ compensation claims in the system run.

Mr. Eckstrom further asked whether there was some general actuarial data as to what to expect after the claims run off.  Mr. Crossman said prior to this claim spike the actuarial run off would have required $250 million.  He said given the spike they have requested that an additional actuarial study be done to see what the fund status is given the situation.

Mr. Cooper asked what impact has the legislative changes to the fund had to the Second Injury Fund law.  Mr. Crossman said that changes made in 2003 are working to bring down the number of claims.  He said, had there not been the spike in claims cost, relief would already be seen.  He said given the situation and the additional claims filing, the size of the fund and assessments have increased.  Mr. Cooper asked Mr. Crossman whether he would anticipate assessments going down to which Mr. Crossman responded that he does anticipate the assessments going down.  Mr. Crossman said it is important to complete the assessment in order for the system to stabilize.

In further discussion, Mr. Cooper asked Mr. Crossman to explain why it is inequitable if some of the carriers had already voluntarily paid the full assessed amount, when this was given to carriers and self-insurers as an option.  Mr. Crossman said that it is inequitable if the other carriers [and self-insurers] are absolved of making a payment in January.  Mr. Cooper asked how is it inequitable if the second payment date is changed to later in the year.  Mr. Crossman said that would depend upon the type of scheme they come up with for recovery, whether to absolve the carriers of making the payment or push it to June.  Mr. Cooper commented that no one had suggested absolving the carriers.  Senator Leatherman said that his proposal does not absolve the carriers of anything.

Governor Sanford commented that in fairness to Mr. Crossman he is administering the law that was created by the legislative branch combined with the support of the executive branch.  Senator Leatherman said that he thinks Mr. Crossman has the flexibility to do what his proposal says.  Mr. Crossman said that he believes that the assessment as it was made was made properly and in the best interest of the operations of the agency.  He said if the payment is backed up that will not be in the best interest of the agency or what the law requires.  

Governor Sanford replied that the question is what is the underlying business condition for the State.  He asked Mr. Crossman whether he saw the Second Injury Fund as being harmful or productive for the underlying business conditions of the State.  Mr. Crossman said he does not believe it has been harmful and that it has been productive.  Governor Sanford then asked why 17 states have ended their Second Injury Fund.  Mr. Crossman replied those states have taken the position the insurance industry has that the Americans with Disabilities Act has done away with the need for the Second Injury Fund.  Mr. Crossman says he disagrees with that position.

Mr. Eckstrom asked Senator Leatherman whether his motion would permit a recalculation if later in the year it is very clear that the full second installment is not necessary.  Senator Leatherman said the motion would allow for that to happen later in the year.
Upon a motion by Senator Leatherman, seconded by Mr. Eckstrom, the Board received as information a status update on workers’ compensation premium assessments from Douglas P. Crossman, director of the South Carolina Second Injury Fund, and amended the assessment issued by the Second Injury Fund to all insurance carriers, self-insurers, and the State Accident Fund to allow only 50% of the original amount assessed to be due and payable; and approved the second payment to be due, if at all, when called for by the Fund, according to the following conditions:  the Fund may call for a second installment not before February 15, 2006; further, a second installment may only be called for if and when FY year-to-date average monthly disbursements projects a fund balance of less than $50,000,000 on or before June 30, 2006, and only in an amount necessary to assure a FY year-end fund balance between $50,000,000 and $55,000,000; and conduct a recalculation of the payments later in the fiscal year, if the second installment is not necessary.
Information relating to this matter has been retained in these files and is identified as Exhibit 18.
Secretary of State:  Notice of Expenditure of Funds (Regular Session Item #2)

Pursuant to Code Section 1-11-470, Secretary of State Mark Hammond advised the Board that he will be expending funds to purchase radio time.  The radio time will be used for a public awareness campaign on charity and telemarketing fraud.  The funds are from administrative fines issued by the Secretary of State pursuant to the Solicitation of Charitable Funds Act, Code Section 33-56-160.  Secretary Hammond appeared before the Board on this matter.

Upon a motion by Mr. Eckstrom, seconded by Mr. Patterson, the Board received a request from Secretary of State Mark Hammond concerning the expenditure of funds to purchase radio time for a public awareness campaign on charity and telemarketing fraud and unanimously voted to approve the use of the funds for such purpose.
Information relating to this matter has been retained in these files and is identified as Exhibit 19.
General Services Division:  Three Rivers Music Festival (Regular Session Item #3)


The Three Rivers Music Festival Board (Festival) requested permission to fence off and utilize the parking area in front of the State Museum for their festival, at no charge, on April 21, 22, and 23, 2006.  This use would be in conjunction with closing off the Gervais Street Bridge across the Congaree River in order for West Columbia to participate in the festival.  Music venues (stages) would be placed in the Museum parking lot, on Gervais Street, and on the West Columbia side of the river.  The Festival contemplates having EdVenture, the State Museum, and the Confederate Relic Room (tenants) open to festival patrons, and making some use of the common space inside the buildings.  The proposed agreement with the Festival provides for liability coverage and indemnification for the state from the Festival and its vendors, security and clean up, and is contingent upon the Festival reaching separate agreements satisfactory to our tenants, which must ensure that our tenants are compensated for any extra expense occasioned by the festival.  Staff has coordinated with the tenants who would be affected by the festival, as well as the Department of Revenue, whose operations will not be affected by the festival.  Details of the proposed arrangements between the Board and the Festival are incorporated in the attached proposed agreement.

Mr. Fred Monk appeared before the Board on this matter.  He commented that the Festival is a signature event for the Columbia region.  He said in past years the Festival has taken place in the Vista.  He said the opportunity now exists to do it on the river because of infrastructure.  He said that having the Festival in this area will be a benefit to the State to include creating awareness for the State Museum, the Confederate Relic Room, and the entire Columbia region.  He noted that this past year one-third of the visitors were from outside the Columbia region and 15% were from outside the State.  He said this is also a way to create tourism for the Columbia region.


Governor Sanford said that as much as possible costs should be aligned with benefit in State government.  He said his concern is that most of the types of folks that visit the Festival probably are not the type that spend a whole lot of time at the State Museum or the Confederate Relic Room, although they might spend time at EdVenture.  He stated that given there are a lot of expensive things in the State Museum he would suggest that it would be a lot safer to close it during the Festival.


Mr. Monk said they have met with the director of the Museum, Mr. Willie Calloway, and he was excited about the prospect of the Festival moving down toward the river and bringing in numbers of people to create awareness for the State Museum and the Confederate Relic Room.  He said the Festival is one of the safest events in Columbia.  He said city police and private security would be involved and the area would be fenced in.  He stated he believes it will be an extremely safe environment.  He said that they, along with Mr. Calloway, believe the Festival will help increase the Museum’s revenue.  He commented that it will create a family-friendly atmosphere particularly during the day.  Governor Sanford responded that he has gone for runs during the evening in that area and the most interesting crowd is there late at night.

Senator Leatherman asked Mr. Monk whether they will have liability insurance to cover any accident that might occur in the parking lot or the bridge.  Mr. Monk said there is liability coverage.  Senator Leatherman asked whether there would be no possibility of something coming back on the State taxpayers.  Mr. Monk said that is correct and that they have addressed that issue with General Services.  Mr. Monk further commented that they have told the Museum that they will make it whole for whatever its average revenue is for the weekend.


Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board considered and approved the request by the Three Rivers Music Festival Board to fence off and utilize the parking area in front of the State Museum for their festival, at no charge, on April 21, 22, and 23, 2006, contingent upon approval by the Department of Transportation to close the Gervais Street Bridge.  All of the Board members with exception of Governor Sanford voted for this item.
Information relating to this matter has been retained in these files and is identified as Exhibit 20.
South Carolina Department of Corrections:  Procedures for Contracting Service Contracts (Regular Session Item #4)

Proviso 37.22 of the FY 2005-06 Appropriation Act provides that the Department of Corrections “may enter into contracts with private sector entities that would allow for inmate labor to be provided for prison industry service work and work that involves exportation of products.”  The proviso requires that the Department must establish procedures for entering into new contracts and the renewal of existing contracts.  The proviso further provides that the Department, “in conjunction with the Department of Commerce, shall develop and maintain a marketing plan to attract private sector businesses for the employment of inmates through the prison industries program.”  Pursuant to Proviso 37.22, the “marketing plan and the procedures for negotiating new contracts and contract renewals must be submitted to and approved by the Budget and Control Board prior to implementation.”
Senator Leatherman said that at the last Joint Bond Review Committee meeting, or the one before that, Senator Peeler asked for information concerning who SCDC is selling to or in other words are they competing with the private sector around the State.  He said if the information has come in he has not seen it and that he hoped it could be sent very quickly.  He stated if they are competing with the private sector there will be legislation to prohibit that because the State cannot allow free labor to support a business that does not pay taxes.  Governor Sanford commented that the Board just voted to “give” a private Festival a parking lot of the State, but that Senator Leatherman’s point was well taken.


Upon a motion by Mr. Eckstrom, seconded by Mr. Patterson, the Board, pursuant to Proviso 37.22, considered and approved the Department of Corrections’ marketing plan to attract private sector businesses for the employment of inmates through the prison industries program and the procedures for negotiating new contracts and contract renewals with private sector entities that would allow for inmate labor to be provided for prison industry service work and work that involves exportation of products.

Information relating to this matter has been retained in these files and is identified as Exhibit 21.
Medical University Hospital Authority:  Resolution Authorizing the Medical University Hospital Authority to Enter into Equipment Leasing Agreements (Regular #5)

The Medical University Hospital Authority (the Authority) was established pursuant to Act No. 116 of 1999 (the Act) and was granted certain powers, including, among others, the power to lease personal property for corporate purposes and the power to make contracts and incur liabilities.  Code Section 59-123-60(E)(3)(d) of the Act provides that “The issuance by the Authority of any bonds, notes, or other obligations or indebtedness, except as provided in this subitem, shall be subject to the approval thereof by resolution of the State Budget and Control Board”.

The Authority advised the Board that in the normal course of its operations, it enters into scores of equipment lease and equipment lease purchase transactions.  The Authority believes that it will create an administrative burden for both the Authority and the Board to require a separate authorizing resolution for each leasing transaction.  

The Authority proposed technical amendments to the enabling act to authorize the Authority to enter into equipment lease and equipment lease purchase transactions with the condition that the authorization is limited to the acquisition of equipment and shall not extend to the acquisition of real property and permanent improvements thereon, including structures, buildings and fixtures.

In an effort to eliminate the administrative burden, the Authority proposed that the Board adopt a resolution that would eliminate the requirement that the Authority seek a separate authorizing resolution for each leasing transaction.  The authorization would be limited to the acquisition of equipment and shall not extend to the acquisition of real property and permanent improvements thereon, including structures, buildings and fixtures.  The Authority advised the Board that the adoption of the resolution would not eliminate the Board’s authority to review the issuance of any bonds or notes on an issue by issue basis.  The Board last approved such a resolution on August 5, 2003.
Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board, in accord with Code Section 59-123-60(E)(3)(d), adopted a resolution authorizing the Medical University Hospital Authority to enter into equipment lease and equipment lease purchase transactions with the condition that the authorization is limited to the acquisition of equipment and shall not extend to the acquisition of real property and permanent improvements thereon, including structures, buildings and fixtures.

Information relating to this matter has been retained in these files and is identified as Exhibit 22.
South Carolina State University:  Update on Compliance with Proviso 72.117 (Regular #6)


The Board received a status report from South Carolina State University concerning its compliance with Proviso 72.117 and the directives given to it by the Budget and Control Board at the Board’s June 14, 2005, meeting.
Dr. Andrew Hugine appeared before the Board on behalf of SCSU.  Dr. Hugine began by noting that when he became president of SCSU two years ago, SCSU was two years in arrears with regard to the audit, but that is not the case now.  He said that all of the fieldwork for the current audit has been completed and has been submitted to the Comptroller General’s Office.  He said the information that is needed for inclusion in the state-wide audit has been received, reviewed, and accepted by the Comptroller General’s Office.  He said the issue has to do with one of SCSU’s component units, a foundation.  He said there is a “firewall” between the University and the foundation, but they are working with the foundation for it to provide the audit information for the audit to be completed and provide for an official distribution of the audit, instead of the information just submitted.  He said the foundation indicated that in 10 to 14 days they hope to have their work completed.  He said the information Mr. Eckstrom needs to complete the state-wide audit has been submitted and accepted.

Mr. Eckstrom commented the information is completed, but they do not have any of the financial information from the foundation that is required to be included in SCSU’s financial statements under the accounting rules.  Mr. Eckstrom commented that he will not know whether SCSU’s information will change until they get the auditors’ opinions, nor will the auditors know that until they get the foundation’s financial information.  Dr. Hugine replied that SCSU is working with the foundation that supports SCSU, but they cannot go to the foundation and do the audit work.  He said they are recommending to the foundation that it use the same auditing firm that SCSU uses so that when SCSU’s audit is complete the foundation’s audit will be complete as well.  Dr. Hugine said they are going back to the foundation to see if they can accelerate the foundation to meet the November 9th deadline.

Governor Sanford said that with regard to the foundations and the “Chinese wall” that exists between them and the universities the wall is very thin and that the foundations would not exist but for the universities.  He said the universities basically have complete control over the foundations, because the foundations would not exist but to support the universities.  He asked Dr. Hugine to push the foundation a bit harder to meet the deadline.

In further discussion, Mr. Eckstrom asked Dr. Hugine whether SCSU’s accounting personnel makes accounting entries for the foundation.  Dr. Hugine said that cannot be done because the two entities are separate and distinct and any assistance provided must be paid for by the foundation, including space used by the foundation on the campus.  Mr. Eckstrom commented that the issue is the access SCSU has to the foundation records.  Dr. Hugine said the records are separate and distinct and SCSU cannot go in and audit the foundation’s records.  He said he will have further conversations with the foundation to indicate the seriousness of the issue and the need to resolve it.

Mr. Patterson asked with regard to the next audit whether SCSU was working to make that deadline.  Dr. Hugine said that with regard to SCSU, they are on their way to meeting that deadline.  He said with regard to the foundation, SCSU will work with the foundation to ensure that it provides the information it needs for inclusion in the audit to make the deadline.

Mr. Eckstrom stated the problem with the foundation not providing financial information on a timely basis has existed for at least the last three years or longer.  He asked whether the State could provide SCSU some assistance in untying SCSU’s hands from the foundation.  He said it seems as if the foundation is tying the State’s hands.  Senator Leatherman said that the problem that would be encountered is breaking down the “Chinese-wall” with the other universities and foundations that are doing what they are supposed to do.  He said the foundations can do things the universities cannot do and that if legislation was attempted to break down the walls there would be opposition.

Mr. Eckstrom further commented that this problem has existed for a long time. He said it seems as if SCSU does not have a way of dealing with this problem and unless SCSU is given some additional tool to deal with the problem of the foundation not providing the financial information, the same thing will happen next year.  Dr. Hugine said that the solution is to encourage the foundation to use the same auditing firm that SCSU uses so that the audits will be completed at the same time.

Governor Sanford stated that while SCSU does not have legal authority, it does have positional and moral authority.  He said that SCSU should explain to the foundation that it is involved in the education of young minds and that is critical to future of the State.  He said if the foundation is really serious about backing SCSU, it is critical for Mr. Eckstrom to get the audit information by November 9th, because if it does not the foundation is hurting SCSU.  He said that the State cannot have entities not reporting their financial information and causing the legislature to not know on what the State is spending money.

Senator Leatherman added that perhaps what should be considered is that any foundation that does not give the appropriate information to any State entity should not exist.  He said that will get attention rather quickly and get the foundations’ cooperation.

In further discussion, Dr. Hugine reported to the Board on SCSU’s efforts to improve its financial deficiencies from previous years.  He reported that this year’s draft of the audit management letter is three pages with eight findings compared to 40 pages and 32 findings last year.  He said SCSU has made significant progress in addressing the findings.  He said of those findings three are repeat findings and they will continue to work on those three.  Mr. Eckstrom asked whether the draft was from Dr. Hugine’s staff or from the auditors.  Dr. Hugine said the draft was from the auditors.  Mr. Eckstrom said he spoke with the audit manager about the status of the management letter and he said they had not started the management letter.  Dr. Hugine said this is the information they received from the firm.

Dr. Hugine also reported on the identification of resources needed to enhance SCSU’s accounting operations.  He noted that Governor Sanford should have received a copy of SCSU’s request for resources.  He asked for assistance in helping SCSU obtain the request which will be sufficient funds to address the ongoing concerns SCSU has.

Dr. Hugine also provided information with regard to deferred maintenance as it relates to SCSU’s dormitories as well as academic facilities.  He said SCSU has prepared a comprehensive facilities action plan that was developed by Sedeco, the company that handles the facility management for SCSU.  He said as a result of the study SCSU spent $1.2 million this past summer upgrading the residence halls at SCSU, but that there is a lot more to be done.  He said the report indicates SCSU needs to spend $13 million in upgrading its current facilities.  He said they have had the ground breaking for a new residence hall that will provide 771 beds for the students.  He said a second phase is needed to take off some older dormitories which will cost $26 million.  Dr. Hugine further commented that SCSU’s immediate needs are $27 million for deferred maintenance, $27 million for an engineering and science complex, $21.7 million for a library, $2.1 million for a pool expansion, and $31 million for a physical plant and central energy complex.  He said SCSU needs a total of $147.8 million to address its deferred maintenance and capital improvements requirements.

Information relating to this matter has been retained in these files and is identified as Exhibit 23.
Patriots Point Development Authority and Williamsburg Technical College:  Update on Compliance with Proviso 72.117 (Regular #6A)


The Board received a status report from Patriots Point Development Authority and Williamsburg Technical College concerning their non-compliance with Proviso 72.117 in submitting their agency's audited financial statements to the Office of the State Auditor and the Comptroller General.

Williamsburg Technical College
Dr. Cleve Cox, President of Williamsburg Technical College (WTC) appeared before the Board on behalf of WTC.  Mr. Eckstrom asked Dr. Cox to address the reason why his institution has not met the requirements of Proviso 72.117.  Dr. Cox said that everything is ready and available with exception of their financial aid report.  He said in January 2005 WTC’s financial aid officer did not return to work and they have been in a tailspin with their financial aid operation.  Dr. Cox explained that they advertised for the position, but they were not able to get anyone with financial aid experience.  He said that they ended up hiring someone whom they had to train.  He said that in the process of training the new financial aid officer they discovered they had some information system problems and data system problems as well.  Dr. Cox commented that WTC has encountered one situation after another that has impacted their ability to complete the audit.  However, he said that in the past two weeks they have had some positive news with regard to completing the audit.

Senator Leatherman asked Dr. Cox whether WTC intends to comply with the proviso to which Dr. Cox replied yes.  He asked Dr. Cox when he anticipates that WTC will comply with the proviso.  Dr. Cox said November 30, 2005, at the very latest.  Mr. Eckstrom stated that was a deal breaker.  He said that the system has to be closed out by November 9, 2005, to meet the deadline his office has.  He said that the accounting system can only be closed out once and the only way to make changes to the 300 page State financial statement after that time is to manually make those changes.  He said that after November 9th the task is made considerably burdensome by the computer system being taken away.

Governor Sanford commented that in terms of ownership of the problem Dr. Cox’s statement that part of the problem may be the low salary they pay caught his attention.  Governor Sanford noted that the low salary is WTC’s choice.  Dr. Cox replied that he is not sure whether it is their choice or not, because there are services that must be provided in order to run a college.  He said with the allocation WTC receives they are only able to pay what they can.  Governor Sanford said that is the case with every agency and is not unique to WTC.  He said Mr. Eckstrom has a constitutional duty to close out the books and when one entity’s explanation is payment of low salaries and not being able to get someone they wanted, he said that is ultimately the choice of the institution.

Senator Leatherman asked whether the books have ever been closed when there were outstanding audited financial statements from agencies.  Mr. Eckstrom commented that three years ago the State was delayed for two months.  He said the CAFR was submitted for the national review process and was told the State had received all of the forbearance it would get.  He said they were told that the next time the statements were late the State would lose its certification.  He commented that there are extremely grave consequences that would have an impact on the State’s bond rating.

Mr. Patterson asked Dr. Cox whether WTC scheduled its work and checks to see how it is progressing as they go along.  Dr. Cox replied that they do, but losing the financial aid officer impacted them.  Mr. Patterson said that for the next report WTC should get busy scheduling its work so that it will have the report on time.  Dr. Cox said that is what they are doing and noted that this has never before happened with them, but they were affected by the situation that transpired.  Mr. Patterson said that the explanation does not ring clear with him and that any manager should be able to manage his work and he should get the number of people needed to get the work done because it is required by law.

Senator Leatherman asked Dr. Cox that based on what he has heard is there any way WTC can have the report by November 9.  Dr. Cox said they will give it their every effort and that the Board will hear from WTC by November 9.
Patriots Point

Mr. Royce Breland, comptroller for Patriots Point Development Authority (PPDA), appeared before the Board on behalf of the Authority.  He said the main reason PPDA was not in compliance with the proviso is that the firm contracted to do the audit did not receive the financial statements from the Patriots Point Naval Maritime Museum Foundation.  He said the firm received the financial information from the foundation on October 28, 2005, and submitted a rough raft to the State Auditor’s Office and the Comptroller General’s Office on October 31, 2005.  He said they received a memorandum from the Comptroller General’s Office late in the afternoon of October 31st stating that the rough draft had been received, there were no comments or questions, and their review was complete.  He said the auditing firm hoped to release the audit later in the week.

Governor Sanford asked Mr. Royce for future reference, in terms of lessons learned, should the Board or PPDA put more pressure on the Foundation.  Mr. Royce said they are going to meet with the Foundation and schedule a timeline so that they do not run into this problem again.

Information relating to this matter has been retained in these files and is identified as Exhibit 24.
General Services Division:  Department of Revenue Lease (Regular Session Item #7)


The staff of the South Carolina Department of Revenue (DOR) has grown over the last several years, from a staff of approximately 500 in 2002-03 to approximately 650 currently.  In addition, new equipment and a new work flow design is needed to increase the efficiency of its return processing.  In order to provide for this, DOR proposes to lease space at Market Pointe in Columbia to house all tax return process operations. 


The proposed lease is for 41,040 square feet of office space to begin January 1, 2006, for a term of seven years with an expiration date of December 31, 2012.  The rental rate begins at $10.30 in the first year and averages $11.28 over the term.  This rate includes $1.90 toward all property operating expenses except electricity.  Annual rent in the first year will be $422,712 and the total rent over the seven-year period is $3,239,287.  DOR will also have an option to rent for an additional seven years at an average rate of $14.13.  


DOR has secured this property through coordination with the General Services Division to obtain fair rates, terms and conditions.  The State’s process is designed to meet the requirements of Regulation 19-447.1000 and the proposed lease terms and conditions are consistent with the state standard lease.  Adequate funds are available and a financial plan has been submitted.  The lease was approved by the Joint Bond Review Committee at its meeting on September 20, 2005.

Upon a motion by Senator Leatherman, seconded by Mr. Patterson, the Board approved a new lease for the Department of Revenue at 300 Outlet Pointe Boulevard in Columbia for a term of seven years with an option to rent for an additional seven years at a total rental rate of $3,239,287 over the seven-year period and $14.13 per square foot for the additional seven-year option to rent.
Information relating to this matter has been retained in these files and is identified as Exhibit 25.
General Services Division:  Vocational Rehabilitation Department Lease (Regular Item #8)


The South Carolina Vocational Rehabilitation Department (Voc Rehab) currently occupies office space at 1709 Mobile Avenue in West Columbia.  This location consists of 35,040 square feet and houses 179 staff of the Disability Determination Services.  A new electronics claims processing initiative, an increased workload established by Social Security Administration, and space limitations in Greenville and Charleston resulted in the hiring of approximately 26 additional workers at the Columbia location.    


Voc Rehab wishes to extend the current lease of 35,040 square feet through the current federal fiscal year, and add an additional 12,145 square feet of space to provide for the processing changes described.  The proposed lease, to begin November 1, 2005, is for a term of five years with an expiration date of October 31, 2010.  The rental rate begins at $14.44 in the first year (a holdover rate from the previous schedule) and averages $14.06 over the term.  This rate includes all property operating expenses.  Annual rent in the first year will be $505,978 and the total rent over the five-year period is $3,146,922.  Voc Rehab will also have an option to rent for an additional five years at an average rate of $15.30.  


Voc Rehab has secured this property through coordination with the General Services Division to obtain fair rates, terms and conditions.  The State’s process is designed to meet the requirements of Regulation 19-447.1000 and the proposed lease terms and conditions are consistent with the state standard lease.  Adequate funds are available and a financial plan has been submitted.  The lease was approved by the Joint Bond Review Committee at its meeting on September 20, 2005.


Upon a motion by Mr. Patterson, seconded by Mr. Cooper, the Board approved a lease renewal for Vocational Rehabilitation at 1709 Mobile Avenue in West Columbia for a term of five years with an option to rent for an additional five years at a total rental rate of $3,146,922 over the five year period and $15.30 per square foot for the additional five year option to rent.
Information relating to this matter has been retained in these files and is identified as Exhibit 26.
Office of State Budget:  College of Charleston Acquisition of Land and Buildings and Ground Lease of Land (Regular Session Item #9)

In May 2005, the College of Charleston issued a Request for Proposals (RFP) soliciting proposals for additional freshman and upperclass student beds and a cafeteria.  The College currently houses about 28% of its undergraduate student body on campus, while its goal is to house 35-40% on campus, and had a waiting list of more than 400 students this fall semester, underscoring the unmet demand for housing.  The existing central cafeteria was built in 1969 for a much smaller student population and has no further room for expanding the seating area or the kitchen facilities.


The RFP resulted in one proposal from Charleston College Housing, LLC, which the College has determined is financially feasible.  Under the proposal, Charleston College Housing will acquire land contiguous to the campus on St. Philip and George Streets and construct 450 dorm beds with study spaces and an approximately 24,000 square foot cafeteria, 198 beds in student apartment units including approximately 16,000 square feet of retail space, and a parking garage with additional retail space.  The College of Charleston will acquire from Charleston College Housing the land on which all the facilities will be constructed, approximately 2.2 acres, the 450-bed freshman residence hall with the cafeteria, and the 198 beds in a student apartment building.  These will be purchased by the College for an amount not to exceed $55.8 million.  The College will fund the acquisitions with $48.8 million in revenue bonds supported by dorm fees and $7 million in Other, College Fees and Capital Improvement Project Funds.  Charleston College Housing will retain ownership of the retail space and the parking garage and will lease the land under the retail space and parking garage from the College for 99 years for a total of $100,000 per year.


The land and buildings the College will acquire have been appraised for $57,490,000.  A Phase I environmental study shows no environmental concerns on the property.  The acquisition by the College was approved by the Commission on Higher Education on June 2, 2005, and by the Joint Bond Review Committee on October 25, 2005.


Upon a motion by Senator Leatherman, seconded by Mr. Patterson, the Board approved the following requests for the College of Charleston:  

a)
Approved the establishment of a permanent improvement project for $55.8 million for acquisition of land and buildings;

b)
Approved the acquisition of approximately 2.2 acres of land, a 450-bed freshman residence hall with cafeteria, and 198 beds in a student apartment building from Charleston College Housing, LLC, for an amount not to exceed $55.8 million;

c)
Approved the ground lease of land by the College of Charleston to Charleston College Housing, LLC, under the retail space and parking garage owned by Charleston College Housing for 99 years for a total of $100,000 per year, subject to General Services’ review of the lease documents.

Information relating to this matter has been retained in these files and is identified as Exhibit 27.
Office of State Budget:  Permanent Improvement Projects (Regular Session Item # 10)
Upon a motion by Mr. Cooper, seconded by Senator Leatherman, 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 3-2006:  JBRC Item 4.  Clemson University


Project:
9863, Chilled Water System Improvements


Request:
Establish project and budget ($7,000,000 Institution Bond and Other, Institutional Capital Project Funds) to construct a new chilled water plant to supplement the existing main chilled water loop at Clemson.  The new plant will consist of 3,600 refrigeration tons and include high efficiency chillers, evaporative cooling towers, pumps and related equipment.  The plant will be constructed in the southwest quadrant of campus to support current needs and the future development of the Civil Engineering and Textiles building.  The plant is needed due to a lack of chilled water capacity and the increasing need for indoor air quality.  The total projected cost of this project is $7 million.  (See Attachment 1 of the agenda material for this item for additional annual operating costs.)

(b)
Summary 3-2006:  JBRC Item 5.  USC – Columbia 


Project:
6007, Bates West Kitchen and Bathroom Upgrades


Request:
Increase budget to $1,460,000 (add $1,235,000 Other, Housing Maintenance Reserve funds) to upgrade the kitchen facilities in Bates West, a 14-story, apartment-style dormitory with eight kitchens per floor, built in 1974 at USC.  The work will include replacing kitchen cabinets, bathroom vanities and exhaust fans and refurbishing interior finishes in the kitchen areas.  The cabinetry has deteriorated from 30 years of use and needs replacing to enhance the image of the apartments.  The total projected cost of this project is $1,460,000.

(c)
Summary 3-2006:  JBRC Item 6.  USC – Columbia 


Project:
6008, Housing Elevator Upgrades


Request:
Increase budget to $3,100,000 (add $2,650,000 Other, Housing Maintenance Reserve funds) to replace elevator cars and controls in high rise residence halls at USC.  Replacements are needed to increase dependability and improve the appearance of the elevators.  Current conditions of the elevators in Capstone, Columbia Hall, South Tower, Bates West and Bates House have resulted in numerous maintenance concerns and difficulty in obtaining replacement parts.  The total projected cost of this project is $3.1 million.

(d)
Summary 3-2006:  JBRC Item 7.  Winthrop University


Project:
9547, Bancroft Classroom Tower Construction


Request:
Increase budget to $6,500,000 (add $2,000,000 Institution Bond funds) to cover increased estimated construction costs due to inflation and other scope revisions in the construction of the 27,630 square foot Bancroft Classroom Tower at Winthrop.  The expanded scope of work will include relocating major underground utilities in order to move the site of the addition closer to the street to give it more prominence and to attach it to the Bancroft Annex.  The work will also include adding sprinklers to the annex and making the annex handicapped accessible.  The total projected cost for this project is $6.5 million.  (See Attachment 2 of the agenda material for this item for additional annual operating costs.)
(e)
Summary 3-2006:  JBRC Item 8.  Winthrop University


Project:
9550, Thurmond Auditorium Construction


Request:
Increase budget to $2,800,000 (add $2,325,000 Other, Student Fee funds) to complete design work and construct a 4,144 square foot auditorium addition to the Thurmond Building that houses the College of Business at Winthrop.  The auditorium will have tiered seating with moveable desk tops and will accommodate approximately 150 to 200 students for classes, special events and lectures and for use as a distance learning center.  Bathrooms will also be renovated and added to service the entire building.  The total projected cost of this project is $2.8 million.  (See Attachment 3 of the agenda material for this item for additional annual operating costs.)

(f)
Summary 3-2006:  JBRC Item 9.  Winthrop University


Project:
9551, Baseball Park Construction Phase II


Request:
Increase budget to $2,800,000 (add $2,360,000 Athletic and Other, Private Donation funds) to construct an approximately 9,800 square foot addition to the baseball facility at Winthrop. The work will include construction of locker rooms, an indoor batting facility, offices, and an elevator and renovations to the concession area, press box, and storage rooms to support the new construction.  The total projected cost of this project is $2.8 million.  (See Attachment 4 of the agenda material for this item for additional annual operating costs.)

(g)
Summary 3-2006:  JBRC Item 14.  Technical and Comprehensive Education


Project:
9911, Greenville – Russell Waggoner Property Acquisition


Request:
Increase budget to $1,720,000 (add $1,700,000 Other, Local funds) to purchase approximately 4.83 acres of land with a 74,397 square foot building contiguous with Greenville Tech’s McKinney Regional Automotive Center and make minor renovations to the building.  The property will provide additional instructional space and 200 additional parking spaces.  The purchase is necessary because of the accelerated growth of the Automotive Program which has increased from 150 to 430 students during the past two years.  The total projected cost of this project is $1,720,000.

(h)
Summary 3-2006:  JBRC Item 15.  Technical and Comprehensive Education


Project:
9958, Spartanburg – Highway 290 Property Acquisition


Request:
Increase budget to $3,200,000 (add $3,190,000 Other, Local funds) to purchase approximately 45.54 acres of land and facilities totaling 358,386 square feet adjacent to Spartanburg Tech’s BMW Training Facility.  The facility is needed to meet growing training needs on the west side of Spartanburg.  The total projected cost of this project is $3.2 million.
Information relating to this matter has been retained in these files and is identified as Exhibit 28.

Office of State Budget:  Policy on Building Condition Assessments for State Building Acquisitions (Regular Session Item #11)

Summary:

By policy of the Joint Bond Review Committee (JBRC) and the Board, agencies and institutions wishing to acquire real property must obtain a Phase I environmental study on the property prior to review and approval of the acquisition by JBRC and the Board.  In addition, agencies and institutions wishing to purchase property must also obtain an appraisal on the property prior to approval.  To complete the due diligence process, the Budget and Control Board is requested to approve a policy for obtaining or developing a building condition assessment for the acquisition of an existing building prior to review and approval by JBRC and the Board.

Background Information:

Under the policy, a building condition assessment would be required for the acquisition of an existing building only when the building is intended to be occupied by state employees or the public. Obtaining or conducting a building condition assessment for these acquisitions would have several benefits to the agency or institution wishing to acquire it and to JBRC and the Board for their decision-making.  A Phase I condition assessment would provide information on whether the building is code compliant with its existing or intended uses and on the condition of the building’s structural, mechanical and electrical systems and other important building components.  It would also make specific recommendations for detailed investigations to be carried out in a Phase II condition assessment.  The Phase II assessment, if recommended, would provide a summary of work needed and a preliminary cost estimate of work required to make the building compliant with current codes.  This information would also be useful to the agency in negotiating a purchase price for the building.

Currently, agencies and institutions may establish a permanent improvement project to cover the cost of an appraisal, environmental study and other investigative studies required to adequately evaluate property prior to acquisition.  If this policy is adopted, the building condition assessment would become one of those required studies.  The Board’s Office of State Engineer would review the studies and provide a recommendation along with the assessment(s) to be included in the acquisition request when it is submitted to JBRC and the Board for approval.  If the Board approves the policy, it will become effective for acquisition requests submitted for approval after February 1, 2006.  The policy was approved by the Joint Bond Review Committee on October 25, 2005.

Upon a motion by Senator Leatherman, seconded by Mr. Patterson, the Board approved the policy for obtaining a building condition assessment prior to the acquisition of an existing building intended to be occupied by state employees or the public, effective February 1, 2006.

Information relating to this matter has been retained in these files and is identified as Exhibit 29.

Office of State Budget: Report of FTE Positions Recommended for Deletion in Accordance with Proviso 63.14 (Regular Session Item #12)

Proviso 63.14 of the FY 2005-06 Appropriation Act authorizes the Budget and Control Board to delete FTE positions that have been vacant for more than one year.  As of September 30, 2005, state agencies had 7,539.66 vacant positions and 940.08 have been vacant for more than one year.  These numbers reflect adjustments made for positions previously filled and positions that are being actively recruited, including 66 FTE positions at the Department of Public Safety (DPS) for the new trooper class which begins in January 2006.  If agencies are allowed to keep a minimum vacancy factor of 5%, or a minimum of 10 vacant positions, after the deletion of FTEs over one year old, then 806 positions would be deleted.

The following is a summary of FTE information as of September 30, 2005:






TOTAL

FTE Positions Authorized
68,629.63

FTE Positions Currently Vacant
7,539.66

FTE Positions Vacant Over 1 Year
940.08

FTE Positions Recommended for Deletion 
806.00

   After Allowing For 5% Vacancy Factor or a

   Minimum of 10 Vacant Positions

Schedule A, which was included as part of the agenda materials, summarizes by agency the FTE positions that are more than one year old and would be deleted after allowing an agency a 5% vacancy factor or a minimum of 10 vacant positions.  Deleted positions are rounded to whole positions.


Upon a motion by Mr. Eckstrom, seconded by Mr. Patterson, the Board, in accordance with Proviso 63.14, approved deleting the FTE positions which have remained vacant for more than one year as outlined in Schedule A of this agenda item.
Information relating to this matter has been retained in these files and is identified as Exhibit 30.

Procurement Services Division:  SC Research University Procurement Code for Research Infrastructure (Regular Session Item #13)
Code Section 11-51-190 reads:

The research universities, while engaging in projects related to this act shall be exempt from the state procurement process, except such research universities must work in conjunction with the Budget and Control Board’s Chief Procurement Officer to establish alternate procurement procedures, and must submit a procurement process to the State Commission on Higher Education to be forwarded to the State Budget and Control Board for approval. These processes shall include provisions for audit and recertification. 

Clemson University, working with the University of South Carolina and the Medical University of South Carolina, completed development of a standard alternate procurement code, the South Carolina Research University Procurement Code for Research Infrastructure.  The model alternative procurement code and regulations received approval of the Board’s Chief Procurement Officer and the Commission on Higher Education and are compliant with the requirements of 11-51-190.  A copy of the proposed procurement policy was attached as a part of this item.

Upon a motion by Mr. Cooper, seconded by Mr. Patterson, the Board, under authority of Code Section 11-51-190, approved the South Carolina Research University Procurement Code for Research Infrastructure for use by Clemson University, the University of South Carolina, and the Medical University of South Carolina. This alternate code replaces the University of South Carolina Procurement Code for Economic Development and Research, which was approved by this Board on June 14, 2005.  

Information relating to this matter has been retained in these files and is identified as Exhibit 31.

Budget and Control Board:  Not Exceeding $7,000,000 General Obligation State Economic Development Bonds (Issued on behalf of the City of Myrtle Beach)) (Regular Item #14)
The Myrtle Beach City Council asked the Board to adopt a resolution at its November 1, 2005, meeting to provide for the issuance and sale of not exceeding $7,000,000 General Obligation State Economic Development Bonds, issued on behalf of the City of Myrtle Beach.  The proceeds from the bonds will be used to support expansion and/or renovation of a national and international convention and trade show center located within the City.
Mark McBride, Mayor of Myrtle Beach, appeared before the Board on this matter.  Mr. McBride asked the Board to consider that there needs to be an actual physical reality to be able to complete the trade center.  He said Myrtle Beach has no means to build an $85 million project. He said this bond issuance is simply for land acquisition and that they will not be able to start construction in five years or finish it in ten years.  He said the city will simply flip the property and repay the State.  He said he wants the Board to consider the fact of the feasibility to construct the facility.  He said he supports the project, but would ask the State to hold the money until a plan can be produced and the State can be shown the plan can be completed.

Senator Leatherman asked Mr. McBride whether it was true that five of the Myrtle Beach City Councilmen and the Mayor Pro-Tem approved this matter.  Mr. McBride responded that they did.

Tom Leath, City Manager for Myrtle Beach, also appeared before the Board on this matter.

Governor Sanford said he has no problem with a convention center at Myrtle Beach.  However, he said that as the State looks to tourism and other forms of economic development, it is important to have in place the same standards the State had in place in the manufacturing era.  He said his reticence with the project concerns the process with regard to the level of private investment and the rate of return.  He said the reason it is so important to have hard and fast standards for private investment and rate of return is to protect Myrtle Beach.  He commented that if standards are not put in place up front Myrtle Beach could see money go to other places in the State that are not as competitive as Myrtle Beach.

Senator Leatherman told Governor Sanford he understands his concerns, but that one of the reasons he is supportive of this project along with the Greenville and Culinary Arts projects is that tourism is the engine that drives the State.  He said he is convinced that this international trade and convention center will increase the tourism business for Myrtle Beach beyond the Board’s comprehension.

Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board adopted a resolution, upon the request of the Myrtle Beach City Council, making provision for the issuance and sale of not exceeding $7,000,000 General Obligation State Economic Development Bonds.  Senator Leatherman, Mr. Patterson, and Mr. Cooper voted for the item.  Governor Sanford voted against the item.  Mr. Eckstrom abstained from the vote.
Information relating to this matter has been retained in these files and is identified as Exhibit 32.

Future Meeting


The Board agreed to meet at 10:00 a.m. on Tuesday, December 13, 2005, in the Governor’s conference room in the Wade Hampton Building.

Executive Session


Upon a motion by Mr. Cooper, seconded by Senator Leatherman, the Board agreed to consider the following items, which had been published previously, in executive session, whereupon Governor Sanford declared the meeting to be in executive session:

1.  Executive Director


Economic Development (2005 Ceiling Allocation)

2.  Budget and Control Board

Personnel Matter
Report on Matters Discussed in Executive Session


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

(a)
Executive Director:  Economic Development (2005 Ceiling Allocation) (E#1)

The Board took no action on a ceiling allocation request.
(b)
Budget and Control Board:  Personnel Matter (Executive Session Item #2)

Mr. Patterson stated that while in executive session the Board discussed the employment of Mr. Fusco as executive director of the Board.  Senator Leatherman thereafter moved to retain Mr. Fusco as the Board’s executive director at the minimum salary for his range.  Senator Leatherman noted that since Mr. Fusco is being rehired at the minimum of his range the action will not require approval of the Agency Head Salary Commission.  He also moved that Mr. Fusco’s rehiring become effective January 3, 2006.  Mr. Patterson seconded the motion.

Governor Sanford stated that he said in executive session that he is trying in very deliberate ways to look for ways to work with the legislative branch and when they surprise him and others around this table with something like this it is not conducive to doing so.  He said if they want to have a working relationship on something of this importance they should come to his staff or him directly.

Governor Sanford said he also stated in executive session that this is a very bad idea because for any one in leadership positions, it is imperative that they lead by example.  He said what the legislative branch in conjunction with the executive branch has said is that they have very serious reservations about the TERI program and that it needs be amended, improved or thrown out as some have said.  He stated that by this action they are going to keep those at the top on board and ignore all the conversations about TERI being outdated and not working.  He said he thinks it sets a horrible example for some teacher out there making $35,000 a year who asks do we watch out for our own or watch out for them.  He said this sets a bad example for other state workers because they in many cases will not have the luxury of maintaining a $150,000 salary.  He said that he thinks Mr. Fusco is a first class person.

Governor Sanford noted that when he came into office he did something unusual.  He said that it had been the historical precedent, as explained to him by former Board executive director Dr. Fred Carter, that it was the executive branch’s prerogative as to who the executive director would be.  He said that he was not big on tradition and went to Board members and said get someone who has institutional knowledge since he was the first governor in 50 years to come from outside the system.

Governor Sanford continued by saying that his objection is not about Mr. Fusco as a person because he thinks Mr. Fusco is a good person and does a good job.  He said his question is about the precedent it sets with regard to the TERI program in which the typical political thing is said “do as I say, not as I do”.

Senator Leatherman said with regard to Governor Sanford’s example about the teacher, the teacher does have the same opportunity to be rehired by the school district when the teacher finishes TERI.  He said the teachers do not go back into the TERI program and in this case Mr. Fusco will not go back into the TERI program.  Governor Sanford asked has that been part of the rhetoric used by the legislative branch.  Mr. Cooper said that was part of the discussion in the conference committee on Senate 889, the TERI bill.  Governor Sanford asked what the floor debate has been.  Mr. Cooper said it was the same and those questions were in the House bill from members on the minority party.

Governor Sanford noted that Senator Leatherman and Mr. Cooper said that TERI was a bad decision.  Senator Leatherman and Mr. Cooper concurred with Governor Sanford’s statement.  Governor Sanford responded that in this case they have something that Senator Leatherman and Mr. Cooper disagree with, but yet they are going to do something to perpetrate something that is broken.  Mr. Cooper said that what is being done is that the Board is offering what the original intent of TERI was and that is for retired employees who are very valuable to State to be rehired at the end of the TERI program.  He said that is available for any teacher or anyone else that is a state worker if their agency head decides to rehire them.  He said in this case the Board hires the executive director and that in other instances the agency head or principal or school district will make the decision.  Mr. Cooper said he does not see where he is departing from their position on changing TERI.

Governor Sanford said the problem for the teacher making $35,000 who does not feel they are being paid enough for an extraordinary effort is that the State is telling them there is not enough money in the system to watch out for them.  He said what is being said by the motion is that one will not retire and will continue to work, but on the other hand there is not enough money to pay that DHEC worker a little more money.  Senator Leatherman said that he disagrees because the employee’s agency head can decide to rehire the employee.

Mr. Cooper said the message that is being sent to employees is that if they are doing their job, once they get to retirement age the agency may consider them valuable enough to offer them additional employment.  Governor Sanford said that is absolutely not the case, because the reality is that TERI will not be available for those employees because there is not enough money.  Mr. Cooper said the discussion is not about TERI, but about losing a valuable asset once the employee retires.

Governor Sanford asked Mr. Cooper whether there is enough money to sustain TERI to which Mr. Cooper responded he had no idea.  Governor Sanford commented that Mr. Cooper is the head of Ways and Means and he did not know whether there is enough money to sustain TERI.  Mr. Cooper responded that he does not run TERI.  Governor Sanford said that TERI is an incredibly, significant part of the budget process.  Mr. Cooper said that the actuaries have told him that TERI is actuarially sound, so as far as he knows it is sound.

Governor Sanford asked Mr. Eckstrom if he would illuminate on the future of TERI.  Mr. Eckstrom said that the TERI program is going to sink the State financially.  Governor Sanford said the moral objection in terms of leadership is that the State has a program that is going to sink and is not going to be there in its present capacity for the young teacher making $35,000.  He said that the action sends a very wrong message to the young DHEC worker and the young teacher that the Board is going to watch out for people inside the center of our political system.

Mr. Eckstrom said that another political message he cannot get over is the bad relationship that is written about by the press that exists between the governor and the legislature.  He said he has seen what appears to be a real sincere outreach on Governor Sanford’s part to work closer with members of the General Assembly.  He said that it seems to him members of the General Assembly are kicking sand in Governor Sanford’s face.  Senator Leatherman commented that he has seen that happen on both sides.  Mr. Eckstrom replied that Governor Sanford seems to be reaching out very genuinely.  He said the direction and tone that has developed over the last several months has been very positive for the State.  He said the motion runs the risk of deliberately derailing those efforts.  He said he just cannot understand why this position had to be sprung on this Board, in this way with out him or Governor Sanford knowing anything about this, but that the other three members apparently knew about it.  

Mr. Eckstrom asked Mr. Fusco when did he become aware of this action.  Mr. Fusco said that Mr. White approached him a few weeks ago and asked him what his intentions were about retirement.  Mr. Eckstrom asked whether Mr. White was suggesting that he stay with the Board.  Mr. Fusco said that Mr. White just asked him what his intentions were with regard to the Board.  He said he suggested to Mr. White that that was in the Board’s purview.  Mr. Fusco said that was his first conversation.  Governor Sanford said Mr. White was only asking what Mr. Fusco’s intentions were as the Governor’s legal counsel and Chief of Staff in order for him to know what is coming next.  Governor Sanford said that is not a part of these conversations that obviously took place.

Mr. Eckstrom stated that this action creates a tone that is just awful.  He said that the legislative session is coming up and is being started on a “foot” like this.  He commented to the other members that they are reasonable people and have been so in the past.  He asked them why would they want to spring this surprise.  Senator Leatherman said Mr. Fusco’s TERI participation is coming to an end and he does not want to lose Mr. Fusco’s knowledge and ability.  Mr. Eckstrom said that is not the issue.  Senator Leatherman said the issue for him is retaining Mr. Fusco for his knowledge and ability.  Mr. Eckstrom said the issue is why the Board took this approach.  He said in practice this has been an executive branch decision in that the Governor has historically made a selection for executive director and has come to the Board with that selection.  He said he does not know what past Boards have done, but in this instance they have denied Governor Sanford the opportunity to come to the Board.

Mr. Eckstrom further commented that in essence they have slipped into the executive branch’s chair.  Senator Leatherman said he did not think that was the case.  Mr. Eckstrom said that if a vote is taken one member of the executive branch will out vote two members of the executive branch.  Mr. Eckstrom said this is not just an ordinary vote, but one that has historically been afforded to the Governor.  He said the Governor’s powers are limited enough, then why limit them even more.  He said this raises questions as to what the political motive is.  Mr. Eckstrom stated that this is awful, disgusting, and detestable.  He said the citizens of this State would tell them so if they were present.  He said they are acting like Governor Sanford is in the dunking booth at the State Fair.

Governor Sanford moved to delay the decision to rehire Mr. Fusco.  The motion was seconded by Mr. Eckstrom.  The motion to defer did not pass.  Governor Sanford and Mr. Eckstrom voted for the motion.  Senator Leatherman, Mr. Patterson, and Mr. Cooper voted against the motion.

Senator Leatherman called for the vote on his earlier motion to rehire Mr. Fusco.  The motion passed.  Senator Leatherman, Mr. Patterson, and Mr. Cooper voted for the motion.  Governor Sanford and Mr. Eckstrom voted against the motion.

Adjournment

The meeting was adjourned at 12:45 p.m.

[Secretary's Note:  In compliance with Code Section 30-4-80, public notice of and the agenda for this meeting were posted on bulletin boards in the office of the Governor's Press Secretary and in the Press Room, near the Board Secretary's office in the Wade Hampton Building, and in the lobby of the Wade Hampton Office Building at 9:45 a.m. on Monday, October 31, 2005.]

