
Minutes of Budget and Control Board Meeting


September 17, 2001  --  Page 19
ADVANCE \d1


MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING

September 17, 2001             2:30 P. M.
The Budget and Control Board (the Board) met at 2:30 p.m. on Monday, September 17, 2001, in the Governor's conference room in the Wade Hampton Office Building, with the following members in attendance:

Governor James H. Hodges, Chairman;

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

Mr. James A. Lander, Comptroller General; and

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

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

Also attending were Executive Director Frank Fusco, Division Directors Helen T. Zeigler, Stephen C. Osborne, and Robert C. Toomey; General Counsel Joseph D. Shine; Governor's Executive Budget Coordinator Frank Rainwater; Governor’s Chief Legal Counsel Jim O. Stuckey, II; Deputy State Treasurer Sandy Agee; Assistant Comptroller General Mike Horton, Jr.; Finance Committee Chief of Staff Robby Dawkins; Ways and Means Committee Chief of Staff Don Hottel; Board Secretary Delbert H. Singleton, Jr.; and other Board staff.

[Secretary’s Note:  The Board met immediately following meetings of the State Educational Facilities Authority for Private, Nonprofit Institutions of Higher Learning, the Infrastructure Facilities Authority, and the Water Quality Revolving Fund Authority, the members of which are the Budget and Control Board members, ex officio.]

Prior to convening the meeting, Governor Hodges called for a moment of silence in memory of the victims killed in terrorist acts committed against the World Trade Center, the Pentagon, and the crash of United Airlines Flight 93 that occurred on Tuesday, September 11, 2001.  After the moment of silence, Governor Hodges published the following resolution of condolence that expressed sympathy for and on behalf of the citizens of the State of South Carolina to the victims and their families of the tragic terrorist attacks that occurred on September 11th and pledged the full support of the State of South Carolina to the Federal Government in the relief effort currently underway: 

R E S O L U T I O N

OF THE

SOUTH CAROLINA BUDGET AND CONTROL BOARD
WHEREAS, the United States of America was attacked by terrorists on Tuesday, September 11, 2001; and

WHEREAS, the Budget and Control Board wishes to express sympathy for and on behalf of the citizens of the State of South Carolina to the victims and their families of this tragic terrorist incident; and

NOW, THEREFORE, BE IT RESOLVED that the State Budget and Control Board, acting for itself and on behalf of the people of South Carolina, pledges its full support of the State of South Carolina to the Federal Government in the relief effort currently underway.

FURTHER, the Board directs that a copy of this Resolution be forwarded to George W. Bush, the President of the United States of America and that a copy be retained among the Board’s official records.

Adopted this seventeenth day of September, 2001 in Columbia, South Carolina.


Upon a unanimous motion by all Board members, and unanimously seconded by all Board members, the Board adopted a resolution expressing sympathy for and on behalf of the citizens of the State of South Carolina to the victims and their families of the tragic terrorist attack that occurred on Tuesday, September 11, 2001, and pledging the full support of the State of South Carolina to the Federal Government in the relief effort currently underway.


Governor Hodges further thanked everyone for their heroic efforts during the past week.  He stated that it has been a very difficult time for the country and the State.  He noted that State agencies have done a remarkable job in making sure that South Carolinians understood that the State is safe.  He said that literally thousands of state employees and others have offered their time and financial support for the victims and their families.  He said that he is incredibly proud of the work state employees have done and their continued efforts to be helpful.


Mr. Harrell thanked Governor Hodges and his staff (Myron Terry in particular) for making numerous phone calls to keep the Board members informed.  Governor Hodges stated that his office would continue with that process as events continue to develop.

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

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

Systems

Adoption of Agenda


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

State Retirement Systems Investment Panel: Technical Amendments to the FY 2001-02 Annual Investment Plan (Regular Session Item #1)


The State Retirement Systems Investment Panel (Investment Panel) recommended technical amendments to update the Annual Investment Plan (AIP) to reflect the appointment and funding of Alliance Capital Management, L.P.  (Alliance), as the new manager within the Large Cap Growth strategy.  Edwin S. Pearlstine, Jr., Chairman of the Investment Panel, appeared before the Board on this matter.


On June 12, 2001, the Board adopted the AIP, which provided for the selection and funding of an additional Large Cap Growth manager.  The Board also approved the Investment Panel’s recommendation to appoint Alliance and authorized the Director of the Retirement Systems to execute a contract after an on-site due diligence visit and approval of legal sufficiency by the Office of General Counsel.  A satisfactory visit to Alliance’s offices in Chicago, Il., was conducted on June 21, 2001, the contract was executed on June 22, 2001, and the account was funded on July 2, 2001, in accordance with the provisions of the AIP.  The Investment Panel met on August 22, 2001, and authorized staff to draft any necessary technical amendments for submission to the Board to update the AIP with pertinent information regarding the Large Cap Growth managers.  The technical amendments (included as part of the agenda materials for this item) are necessary to update the AIP and were proposed pursuant to S.C. Code Ann. Sections 9-16-320(A) and 9-16-340(B). 


Mr. Pearlstine introduced Jay Lovette and Drew Carrig with William M. Mercer Investment Consulting, Inc., to update the Board about South Carolina’s investments in the wake of the terrorist events of September 11.  Mr. Carrig said that there are five investment managers that have primary operations in New York City and that four of those firms did not have their primary offices in the World Trade Center.  He said that they were all fully operational and had contingency plans for full data recovery.  He said the economic market impact is a very long term focus and they recommend that their clients stay consistent with their long term market allocations.  He also noted that with respect to market activity the Federal Reserve cut interest rates by 50 basis points prior to the market opening.  He noted that the market has been orderly and that there has been no real panic in the market.  Mr. Carrig stated that so far most of the institutional investors, state retirement plans, mutual funds, and other retirement plans have indicated that they are not making any changes to their strategy in light of the tragedy.


Governor Hodges asked whether there was any trend where the market drops in a significant way early and then rebounds over the next few days or is the expectation that there will be a rally around American stocks today and a decline in further days.  Mr. Carrig stated that the analysis he has seen in the last few days does not show a trend with exception of some immediate reaction because of the uncertainty.  However, he said that after one goes out a week, a month, or even six months there is no clear trend.  He said it is important to remember that the Federal Reserve has already eased the rates and may do so again which offers some hope of an economic turn around.  Mr. Carrig further noted that while there is a lot of commentary about the loss sustained by the property and casualty insurers it is important to remember that that money gets cycled back into the economy as claims are paid out.


Governor Hodges asked whether it is likely that the federal government will provide some sort of bailout of the airline industry.  Mr. Carrig said that that is more of a political question at this point, but that some form of financial aid is likely for the airline industry.  Mr. Carrig further stated that the airlines are not as bad off as people initially thought.


Mr. Lander commented that Mr. Carrig noted that four of the firms were midtown, but that he did not comment on the fifth firm.  Mr. Carrig said the fifth firm, Alliance Capital Management, has a New York City office in midtown, but the State’s portfolio management team for Alliance resides in Chicago.  


Upon a motion by Mr. Patterson, seconded by Mr. Harrell, the Board, acting as Trustees for the South Carolina Retirement Systems, approved the State Retirement Systems Investment Panel’s recommended amendments to the FY 2001-02 Annual Investment Plan

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

State Retirement Systems Investment Panel:  Selection of Passive Smaller Capitalization Manager (Regular Session Item #2)


The Investment Panel recommended that the Board appoint State Street Global Advisors (SSGA) to manage the Passive Smaller Cap Equity Portfolio through its Russell 2000 Index Strategy with the availability of securities lending.  The Investment Panel recommends that the Board authorize the Director of the Retirement Systems to execute a contract upon  approval for legal sufficiency by the Office of General Counsel and to authorize funding pursuant to the provisions of the AIP.  Mr. Pearlstine appeared before the Board on this matter.


On June 12, 2001, the Board adopted the AIP for FY 2001-02 which provided for the addition of a Passive Smaller Cap manager for a “liquidity fund” for the smaller capitalization asset class.  The Board directed the Investment Panel to select and recommend an equity investment manager, and the Investment Panel met on July 31, 2001, to discuss candidates for the position.  The Investment Panel selected SSGA and invited representatives to a meeting on August 22, 2001, to discuss two products offered for the mandate.  The Investment Panel selected the Russell 2000 Index Strategy and recommended that the Board approve investment in the commingled fund with the availability of securities lending. Additional information regarding the Investment Panel’s findings and recommendations is attached to this item.


Upon a motion by Mr. Patterson, seconded by Mr. Harrell, the Board, acting as Trustees for the South Carolina Retirement Systems, approved the State Retirement Systems Investment Panel’s selection for the Passive Smaller Cap manager, authorized the Director of the Retirement Systems to execute a contract with State Street Global Advisors on behalf of the Board upon approval for legal sufficiency by the Office of General Counsel, and authorized subsequent funding of the account as set forth in the Annual Investment Plan.

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

State Retirement Systems Investment Panel:  Authorization for Amendment SGA Contract (Regular Session Item #3)
After thorough discussions with SSGA, the Investment Panel recommended that the Board authorize the Director of the Retirement Systems to execute an amendment to the current contract for the S&P 500 Flagship Fund (Fund) to provide an annualized fee schedule of .0025% for managed assets exceeding $2 billion.  Mr. Pearlstine presented this item to the Board.

The Director of the South Carolina Retirement Systems, Robert C. Toomey, has previously been authorized to execute contracts on behalf of the Board in matters relating to equity investments upon approval for legal sufficiency by the Office of General Counsel.  The current contract with SSGA was executed on June 16, 1999, and provided negotiable fees for assets under management exceeding $2 billion, which occurred during the fiscal quarter ending June 30, 2001.  Representatives from SSGA met with the Investment Panel on August 22, 2001, and discussed fee schedules.  SSGA offered a continuing fee schedule of .0025% (¼ of a basis point) for assets in the Fund exceeding $2 billion, which conforms to the “most favored nations” provision of the Board’s investment management contracts.  The Panel found the fee schedule to be reasonable and recommended to counsel that the fee schedule be accepted.  An amendment to the contract is necessary to continue managing assets in the Fund exceeding $2 billion.

Mr. Harrell stated that he wanted to receive background information concerning SSGA.  Stewart Paskins was present at the meeting and represented SSGA.  Mr. Paskins stated that State Street Corporation is the holding company for State Street Bank and that SSGA is a division of State Street Bank.  Mr. Paskins stated that SSGA traces its roots back to 1792 in Boston when it held assets for sailors.  He stated that they have a heritage of holding assets for organizations and individuals.  He said that the primary focus of SSGA is the custody of assets and the management of assets.  He noted that they are the managers of the S&P 500 Flagship Fund.  Mr. Paskins also stated that SSGA is the number one tax-exempt manager of assets in the country, managing over $700 billion in assets.

Senator Leatherman asked what percentage of the Retirement System funds are invested in securities.  Nancy Shealy, counsel for the State Retirement Systems, responded that currently 27½% is invested and an additional 2½% is scheduled to go in on October 1.  She said that there remains another 7½% to be invested for this fiscal year and then 5% (sic) for next year to get to 40%. 

Upon a motion by Mr. Patterson, seconded by Mr. Lander, the Board authorized the Director of the Retirement Systems to execute an amendment to the S&P 500 Flagship Fund contract with State Street Global Advisors to provide the fee schedule as recommended for management of assets exceeding $2 billion upon approval for legal sufficiency by the Office of General Counsel.

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

Adoption of Budget & Control Board Agenda 

Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board adopted the Board agenda after amending the agenda to revise blue agenda item #10 concerning the 2001-2002 annual permanent improvement program, adding executive session item #3 concerning an agency head salary matter, and adding executive session item #4 concerning a proposed legal settlement.

Minutes of Previous Meeting
Board members previously had been furnished a draft version of the minutes of the August 15, 2001, Budget and Control Board meeting; and the minutes of the August 15, 2001, Educational Facilities Authority for Private, Nonprofit Institutions of Higher Learning meeting.

Upon a motion by Mr. Patterson, seconded by Mr. Harrell, the Board approved the minutes of the August 15, 2001, Budget and Control Board meeting; and, acting as the State Educational Facilities Authority for Private, Nonprofit Institutions of Higher Learning, approved the minutes of the August 15, 2001, Authority meeting.
Blue Agenda 
Upon a motion by Mr. Patterson, seconded by Mr. Harrell, the Board approved all items included on the blue agenda.  Blue agenda items are identified as such in theses minutes.  

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


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

CONDUIT ISSUES:

Description 

of Issue
Agency/Institution 

(Borrower)
Borrower’s 

Counsel
Issuer’s 

Counsel

$5,140,000 Belton Woods LP
SC State Housing Finance & Development Authority
Haynsworth Sinkler Boyd
Lewis M. Levy

$2,680,000 Arrington Place, LP
SC State Housing Finance & Development Authority
Haynsworth Sinkler Boyd
Lewis M. Levy

$8,750,000 Cedarwood LP of North Carolina
SC State Housing Finance & Development Authority
Haynsworth Sinkler Boyd
Lewis M. Levy

$10,000,000 Erskine College Project
SC Educational Facilities Authority
Haynsworth Sinkler Boyd
The McNair Firm


$475,000 Anderson College Project
SC Educational Facilities Authority
Haynsworth Sinkler Boyd
Parker Poe Adams & Bernstein

$3,000,000 Repro Lumber, LLC
South Carolina Jobs-Economic Development Authority


Haynsworth Sinkler Boyd
The McNair Firm

$3,750,000 Pharmaceutical Associates, Inc., Richard B. Jenkins, Richard S. Jenkins
South Carolina Jobs-Economic Development Authority
Haynsworth Sinkler Boyd
Nexsen Pruet Jacobs & Pollard

$30,100,000 SC Episcopal Home at Still Hopes, Inc.
South Carolina Jobs-Economic Development Authority
Haynsworth Sinkler Boyd
Parker Poe Adams & Bernstein

$7,000,000 Prime Products, Inc.
South Carolina Jobs-Economic Development Authority
Haynsworth Sinkler Boyd
The McNair Firm

$12,500,000 Waste Management of South Carolina, Inc.
South Carolina Jobs-Economic Development Authority
Nexsen Pruet Jacobs & Pollard
Haynsworth Sinkler Boyd

OTHER REVENUE ISSUES:

Description of Issue
Agency/Institution
Approved Bond Counsel

$3,800,000 Capital Fee Note
Trident Technical College
Parker Poe Adams & Bernstein

SPECIAL ASSIGNMENT OF BOND COUNSEL:

Description of Issue
Agency/Institution
Approved Bond Counsel

$28,000,000 Athletic Facilities Revenue Bonds and/or BAN’s
University of South Carolina
Haynsworth Sinkler Boyd

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

General Services:  Easements (Blue Agenda Item #2)

The Board approved the following easements in accordance with Code Sections 1-11-80, 1-11-90, and 1-11-100:

a.
County Location:
Lexington County


From:
Budget and Control Board


To:
South Carolina Electric and Gas Company


Consideration:
$200.00


Description/Purpose:
To install, operate and maintain an overhead distribution feeder across the Saluda River.

b.
County Location:
Dorchester County


From:
Budget and Control Board


To:
Commissioners of Public Works of the Town of Summerville


Consideration:
$5.00


Description/Purpose:
To transfer title to water and sewer systems for the purpose of operation and maintenance in conjunction with a previously granted easement for ingress and egress across property of the Summerville National Guard Armory’s Organizational Maintenance Shop.

The Board also concurred and acquiesced in granting the following easements in accordance with Code Section 10-1-130:

a.
County Location:
Colleton County


From:
Forestry Commission


To:
South Carolina Electric and Gas Company


Consideration:
$1.00


Description/Purpose:
To construct, extend, replace, relocate, perpetually maintain and operate an electric line or lines providing service to the new Educational Center and an existing boat ramp at Edisto Beach State Park.

b.
County Location:
Richland County


From:
Clemson University


To:
South Carolina Electric and Gas Company


Consideration:
$1.00


Description/Purpose:
To lay, construct, maintain, operate, repair, alter, replace and remove a gas pipeline at the Sandhill Research and Education Center.


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

General Services:  Execution of Declaration of Covenant Concerning Possible Future Annexation by the City of Columbia of DOT Ballentine Section Shed Property(Blue Item #3)

The Department of Transportation (DOT) operates its Ballentine Section Shed located at 1040 Broad Stone Road in Irmo.  The SCDOT would like to tap into the City of Columbia’s water line in order to decrease its water charges.  The City of Columbia is agreeable to providing the water tap provided DOT executes the City’s Declaration of Covenant that states, “At any future time should any part of the real property become contiguous to the city limits of the City of Columbia, all then current owner(s) of the entire parcel of real property will cause the real property to be annexed into the City of Columbia.”  The Department requested that the Board approve the execution of the Covenant, as it has no objection to the annexation of 1040 Broad Stone Road in Irmo, if it becomes contiguous to the City.

The Board authorized the Department of Transportation to sign the Covenant required by the City of Columbia to obtain water and sewer service and agreed that in the event that 1040 Broad Stone Road in Irmo becomes contiguous to the city limits in the future, the Board will petition the City of Columbia to annex the property into the City.

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

General Services:  Group 39 Capital Improvement Bond Draw Schedule (Blue Item #4)


State agencies and institutions have rescheduled their capital improvement bond draw requests for Priority Group 39 (July - December 2001) and after, based on June 30, 2001, bond balances.  The bond draw schedule includes agencies’ rescheduling of bond funds for all authorizations through 2000.  Agencies drew $102.0 million in Group 38 (January - June 2001), or 61.7% of the $165.3 million requested for draw.  In rescheduling their draws at this time, agencies are requesting authority to draw $124.1 million in Group 39, with remaining funds scheduled for draw in future periods.


Under Code Section 2-47-35, no project authorized in whole or in part for capital improvement bond funding may be implemented until funds can be made available and until the Joint Bond Review Committee (JBRC), in consultation with the Board, establishes priorities for the funding of the projects.  The schedule includes eight Group 39 “new start” projects funded in the 2000 Bond Act, which the agencies and institutions are requesting authority to begin under this code section.  These projects WERE listed as an attachment to the agenda materials for this item.


The Board was specifically asked to approve the following actions:

1.  Approve the release of Group 39 capital improvement bond funds in the amount of $124.1 million;

2.  Approve the release of eight Group 39 “new start” projects, as indicated on the attached listing; and

3.  Approve the future draws of all Group 39 projects until such time as another rescheduling is done by the agencies and approved by the Board.  The next rescheduling is anticipated to occur in late January 2002 for approval by the Board shortly thereafter.

The Group 39 Bond Draw Schedule was scheduled to be approved by the JBRC at its next meeting.


The Board, contingent upon Joint Bond Review Committee approval, approved the release of Group 39 capital improvement bond funds in the amount of $124.1 million, approved eight Group 39 “new start” projects, and approved future draws for all Group 39 projects until the next rescheduling is approved.


[Secretary’s Note:  The Joint Bond Review Committee met on September 19, 2001, and approved all of the project draws on the Group 39 Capital Improvement Bond Draw Schedule with one exception.  (See the letter from George Dorn, Director of the Office of General Services dated September 19, 2001, in the exhibit for this item.)  The draw that was not approved was for the new start project for the Museum Commission Observatory/Planetarium/Theater in the amount of $1,000,000.  This project draw was deferred until additional information regarding A&E and equipment acquisition costs can be more accurately determined by the agency.]


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

General Services:  Permanent Improvement Projects (Blue Agenda Item #5)

The Board approved the following permanent improvement project establishment requests and budget revisions contingent upon a favorable review by the Joint Bond Review Committee:


a. 
Summary 12-2001:  Item 1.  USC – Columbia



Project:
9751, Graduate Science Research Center



Request:
Increase budget to $34,876,721 (add $276,721 Other, Renovation Reserve funds) to provide funding for change orders to complete and customize laboratories and for increased moving costs associated with the relocation of equipment at the Graduate Science Research Center.


b. 
Summary 12-2001:  Item 2.  USC – Columbia



Project:
9909, Swearingen Third Floor Renovations



Request:
Establish project and budget ($300,000 Appropriated State funds) to renovate a 3,800 square foot assembly hall to provide a suite containing offices and a conference room at the Swearingen Engineering Center.  The renovation will allow relocation of existing functions to provide space for the Nanoscience program.  The work will include new partitions and finishes, modifications to the mechanical and electrical systems, audio-visual equipment and furnishings.

c. 
Summary 12-2001:  Item 3.  USC – Spartanburg

 
Project:
9519, Horace C. Smith Building Deferred Maintenance




Request:
Establish project and budget ($390,000 Institution Bond funds) to correct critical deferred maintenance deficiencies in the Horace C. Smith Building that have a negative impact on classrooms and life safety.  The work will include correcting the air flow in laboratories to safely vent fume hoods, replacing a portion of the roof to prevent further leaks into laboratories, repairing fire pumps, controls and related piping, and performing other related work.

d. 
Summary 12-2001:  Item 4.  Medical University

 
Project:
9672, Medical Center Operating Rooms Renovations




Request:
Increase budget to $11,004,000 (add $755,000 Hospital Revenue Bond funds) to provide funding to complete renovation of the operating rooms at the Medical University Hospital.  The plumbing, electrical, and duct work were more costly than originally anticipated and numerous unanticipated infection control precautions were required during construction.  In addition, the project scope was expanded and work upgraded on several operating rooms to create state-of-the-art spaces.


e. 
Summary 1-2002:  Item 1.  Adjutant General

 

Project:
9667, Spartanburg Readiness Center Construction

 

Request:
Increase budget to $8,311,000 (add $2,000,000 Other, Carolina Piedmont Foundation, Inc. funds) to construct a 54,288 square foot, two-story readiness center to serve the peacetime mission of the national guard units in Spartanburg.  The facility will include parking, fencing, sidewalks, exterior fire protection, lighting, access roads and energy conserving features.  The existing national guard armory is not adequate because of a lack of space and deteriorated facility conditions.  (Additional annual operating costs included at Attachment 1 of the agenda materials.)


f. 
Summary 1-2002:  Item 2.  Adjutant General



Project:
9683, Allendale Campus – Youth Challenge Academy Construction – 




Phase I

 

Request:
Establish project and budget ($300,000 Federal funds) to begin construction of Phase I of a Youth Challenge Academy in Allendale.  The total facility will include 15 to 20 one-story buildings for barracks, latrines, mess halls, classrooms, administrative offices and a storage area.  Phase I consists of construction of the latrines and setup of 11 modular units, which are being donated, to allow minimum-sized classes to begin in January 2002.  Phase II will provide for the setup of remaining buildings and support structures to allow standard-sized classes to begin in August 2002.  (Additional annual operating costs included at Attachment 2 of the agenda materials.)


g. 
Summary 1-2002:  Item 3.  Adjutant General

 

Project:
9684, South Carolina Military Museum Renovation

 

Request:
Establish project and budget ($500,000 Federal funds) to renovate an existing 7,250 square foot single-story masonry block and steel-roof structure located at 1 National Guard Road to be used as a military museum.  The facility will consist of offices, display areas, and public toilets. (Additional annual operating costs included at Attachment 3 of the agenda materials.)


h. 
Summary 1-2002:  Item 4.  USC – Columbia

 

Project:
9904, EMP – Chiller Replacement – Phase I

 

Request:
Increase budget to $3,000,000 (add $2,800,000 Appropriated State and Other, Institutional, Institutional Capital Project Fund, and Renovation Reserve funds) to replace Chiller #1 in the East Energy Facility and Chiller #1 in the West Energy Facility at USC, both projects of which are identified in the University’s Energy Master Plan.  This is the first phase of a seven-phase plan to replace chillers in the energy facilities on campus.  The project will also include repair and expansion of underground infrastructure of the energy distribution system Additional annual operating costs included at Attachment 4 of the agenda materials.)


i. 
Summary 1-2002:  Item 5.  USC – Spartanburg 

 

Project:
9520, Facilities Management Center Conversion

 

Request:
Establish project and budget ($350,000 Institution Bond funds) to repair and renovate an approximately 17,000 square foot industrial/manufacturing facility and convert it to a Facilities Management Center at USC – Spartanburg.  The facility was recently leased by the USCS for use by the Facilities Management Department instead of constructing a new facility.  The facility is being leased from the Carolina Piedmont Foundation and will eventually be owned by USCS.  The project also includes funds for equipment for the new facility, support buildings and grounds programs.  (Additional annual operating costs included at Attachment 5 of the agenda materials.)


j. 
Summary 1-2002:  Item 6.  Technical & Comprehensive Education

 

Project:
9837, Horry-Georgetown – Conway Buildings Roof Replacements

 

Request:
Establish project and budget ($352,660 Other, Local funds) to replace the roofs on five buildings at the Conway Campus of Horry-Georgetown Technical College.  The roofs have surpassed their life span and are leaking, causing mildew build-up which poses a health hazard.


k. 
Summary 1-2002:  Item 7.  Parks, Recreation & Tourism

 

Project:
9628, Edisto Beach State Park – Education Center Construction

 

Request:
Increase budget to $1,500,000 (add $500,000 Federal funds) to use a federal grant from the National Oceanic and Atmospheric Administration (NOAA) to construct an Environmental Education Center at Edisto Beach State Park.  The approximately 7,000 square foot building will provide space and facilities for diverse educational programs and exhibits that encourage responsible exploration, use and stewardship of reserve and coastal resources.  The building will consist of administrative offices, a conference room, a classroom, a resource room, exhibit galleries, an aquarium room, outdoor decks, interpretive trails and docking facilities equipped with outdoor lab capabilities.


l.
Summary 2-2002:  Item 1.  Clemson University

 

Project:
9753, Johnstone Hall Abatement/Demolition

 

Request:
Increase budget to $5,200,000 (add $4,900,000 Revenue Bond funds) to abate asbestos and demolish Sections D, E, F, and F Annex in Johnstone Hall at Clemson University. The design work is nearing completion and funds must be added to support the construction work and site restoration.


m.
Summary 2-2002:  Item 2.  College of Charleston

 

Project:
9560, College Lodge Renovation

 

Request:
Increase budget to $5,000,000 (add $3,185,000 Revenue Bond funds) to renovate the exterior and interior of the 200-bed College Lodge dormitory at the College of Charleston.  The renovations include enclosing a ground floor parking area, constructing a second level activity area, renovating the existing lobby, constructing a new façade on the Calhoun Street elevation, and general refurbishing of the rooms.  The increase will cover the actual costs based on the design development estimates.


n. 
Summary 2-2002:  Item 3.  College of Charleston

 

Project:
9578, Patriots Point Tennis Complex Construction

 

Request:
Establish project and budget ($1,400,000 Other, Proceeds from Sale of Remley’s Point funds) to construct a tennis facility as part of the College of Charleston’s Outdoor Athletic Complex at Patriots Point.  The tennis complex will include six to nine hard-surface lighted courts, fenced and furnished with windscreens, a public address system, and spectator seating. The construction of an approximately 1,600 square foot clubhouse containing dressing rooms, an office, storage area and screened viewing is also included.  (Additional annual operating costs included at Attachment 6 of the agenda materials.)


o. 
Summary 2-2002:  Item 4.  USC – Columbia

 

Project:
9838, Basketball Arena Construction

 

Request:
Increase budget to $55,940,000 (add $1,940,000 Athletic and Other, City of Columbia funds) to provide funds for the Arena energy plant, the installation of an escalator and platform seating in the Arena, and increased site work needed due to foundation soil conditions.  The increase will also fund the installation of a new sewer line requested and funded by the City of Columbia.


p. 
Summary 2-2002:  Item 5.  Medical University

 

Project:
9663, Basic Science Building Infrastructure Renovation

 

Request:
Increase budget to $9,640,000 (add $4,900,000 Institution Bond funds) to revise the scope to include Phase 2 of the infrastructure work in the Basic Science Building at the Medical University.  The work will include the mechanical room expansion, new chilled water piping and pumps, a new 5000 kva power feed, a new generator, a steam boiler, paralleling gear for the generator sets, cooling towers relocation, and switch gear upgrade.


q. 
Summary 2-2002:  Item 6.  Medical University

 

Project:
9737, Storm Eye Institute Water Intrusion Repairs

 

Request:
Establish project and budget ($550,000 Institution Bond funds) to replace all windows on the first through fourth floors of the Storm Eye Institute at the Medical University to address the chronic water intrusion problems.  The work will also include new flashing, caulking and sealant, repair and replacement of brick veneer and metal stud walls, and sheathing as required.


r. 
Summary 2-2002:  Item 7.  Medical University

 

Project:
9738, Walton Research Building Exterior Renovation

 

Request:
Establish project and budget ($1,600,000 Institution Bond funds) to attach the brick exterior to the structure of the Walton Research Building at the Medical University.  The brick is failing and poses an extreme danger to foot and vehicular traffic.  The bricks need to be reattached or replaced to ensure public safety.


s. 
Summary 2-2002:  Item 8.  Medical University

 

Project:
9739, Clinical Science Building Chiller Replacement

 

Request:
Establish project and budget ($400,000 Other, Student Fee funds) to replace two chillers with new energy efficient units in the Clinical Science Building at the Medical University.  The chillers are 25 years old and have passed their estimated useful life.


t. 
Summary 2-2002:  Item 9.  Technical & Comprehensive Education

 


Project:
9770, York – Science and Technology Building Construction

 

Request:
Increase budget to $7,500,000 (add $2,000,000 Other, Local and County funds) to begin construction of the 44,230 square foot Science and Technology Building at York Technical College.  Project costs have increased considerably since completion of the design stage.  The building will house chemistry and physics labs, media and distance learning classrooms, teleproduction technology and support spaces, multi-purpose classrooms, and other support areas.


u.
Summary 2-2002:  Item 10.  Technical & Comprehensive Education

 

Project:
9825, Central – Building 400 HVAC Replacement

 

Request:
Increase budget to $950,000 (add $300,000 Other, Local and Transferred Tuition Fee funds) to cover the project cost which, upon further examination, exceeded the original budget to replace the HVAC unit in Building 400 at Central Technical College.  (Additional annual operating costs included at Attachment 7 of the agenda materials.)


v. 
Summary 2-2002:  Item 11.  Department of Disabilities & Special Needs

 

Project:
9744, Pee Dee Region – Various Buildings Reroofing

 

Request:
Increase budget to $900,000 (add $770,000 Excess Debt Service and Other, Insurance Proceed funds) to revise the scope to replace the roofs on most of the Florence campus buildings of the Pee Dee Center and the main building of the Saleeby Center in Hartsville.  The roofs were damaged in a hail storm in May 2000.  If the roof decks need to be replaced, additional funds will be added to the project.


w. 
Summary 2-2002:  Item 12.  Department of Disabilities & Special Needs

 

Project:
9763, Whitten Center – Med A and Med B Roof Replacements

 

Request:
Establish project and budget ($300,000 Excess Debt Service funds) to replace the roofs on two residential facilities, Med A and Med B, at Whitten Center.  Both roofs are leaking and need immediate attention.


x. 
Summary 2-2002:  Item 13.  Department of Public Safety

 

Project:
9562, Distance Learning Classroom Renovation

 

Request:
Establish project and budget ($645,096 Federal and Other, Court Fine funds) to establish two distance learning classroom/computer labs for the Criminal Justice Academy.  The Academy has received a 75/25 matching federal grant for the labs which will assist in training law enforcement personnel across the state.  The labs will be located at the Criminal Justice Academy and Horry-Georgetown Technical College’s Myrtle Beach campus.  The grant funds will be used for the required equipment and the DPS funds will be used for equipment installation.  (Additional annual operating costs included at Attachment 8 of the agenda materials.)


y. 
Summary 2-2002:  Item 14.  Department of Juvenile Justice



Project:
9573, Dental Clinic Construction


Request:
Establish project and budget ($350,000 Appropriated State funds) to construct a 2,000 square foot dental clinic at the Willow Lane Campus of the Department of Juvenile Justice.  The new facility will include areas for treating three to four patients, a waiting room, an x-ray development room, offices, and other areas normally associated with dental treatment.  The existing aged modular dental clinic will be demolished.  Funds are being transferred from the closeout of project 9563, Greenville Group Home Purchase, which the seller is unwilling to sell.
Information relating to this matter has been retained in these files and is identified as Exhibit 8.

[Secretary’s Note:  The Joint Bond Review Committee met on September 19, 2001, and approved all of the contingent items listed above.  (See letter from George Dorn, Director of the Office of General Services dated September 19, 2001, in Exhibit 7.)]
General Services:  Procurement Certification (Blue Agenda Item #6)

In accord with Code Section 11-35-1230 of the South Carolina Consolidated Procurement Code, the Office of General Services reported that it had audited the procurement activity of the South Carolina Judicial Department, Spartanburg Technical College, State Ethics Commission, and the State Housing Finance and Development Authority.  Certification above the $5,000 limit authorized by the Procurement Code was not requested so the reports were submitted to the Board as information.

The Board, in accord with Section 11-35-1230 of the South Carolina Consolidated Procurement Code, received as information reports that the Office of General Services has audited the procurement activity of the South Carolina Judicial Department; Spartanburg Technical College; State Ethics Commission; and the State Housing Finance and Development Authority, none of which requested certification above the $5,000 limit authorized by the Procurement Code.

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

General Services:  Procurement Code Exemptions for South Carolina Department of Social Services (Blue Agenda Item 7)

In the Family Support Act of 1988, Congress required states receiving federal funds for child support enforcement programs (programs operated under Title IV-D of the Social Security Act) to create a statewide, automated child support system. The Personal Responsibility and Work Opportunity Reconciliation Act of 1996 amended the requirements for the statewide system and also created a new statewide disbursement unit requirement. The State of South Carolina has yet to meet the deadlines established by these laws.

The South Carolina Department of Social Services (DSS) asked that the Board grant DSS a broad exemption from the Procurement Code in order to facilitate the speedy acquisition of those supplies, services, and information technology necessary for DSS to develop and complete a statewide automated Child Support Enforcement System (CSES) and a State Disbursement Unit.  This exemption is necessary to avoid the assessment of large financial penalties against the State of South Carolina by the federal government.

For a thorough review of the background on this matter, as well as a detailed justification for the exemption, see the exhibits for the letter from Elizabeth Patterson, Director of DSS, to Frank Fusco requesting the exemption.

In accordance with South Carolina Code Section Ann. 11-35-710, the Board granted the South Carolina Department of Social Services an exemption from the purchasing procedures of the Procurement Code for those supplies, services, and information technology, as defined in Code Section Ann. 11-35-310, necessary for DSS to develop and complete a statewide automated Child Support Enforcement System and a State Disbursement Unit.  This includes exemption from the purchasing authority of the Chief Procurement Officer whose area of responsibility would cover such procurements.  The exemption is available only for procurements entered into before the date the state achieves federal certification of the statewide system and final approval of the State Disbursement Unit.  The exemption is granted because of the extraordinary circumstances created by the assessment of federal penalties against the State of South Carolina.

With regard to this item, Senator Leatherman asked whether the Procurement Code exemption would apply only to the Unisys litigation.  Governor Hodges replied that it would apply only to the Unisys litigation matter.   

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

General Services: Property Transactions (Blue Agenda Item #8)

The Board approved the following property acquisitions:

a.
Agency:
Department of Parks, Recreation and Tourism


Acreage:
.646± acres


Location:
On Lake Warren at Lake Warren State Park


County:
Hampton County


Purpose:
To provide parking for lake fishing.


Appraised Value:
N/A


Price/Seller:
Donation/International Paper Company


Source of Funds:
N/A


Project Number:
P28-9664


Environmental Study:
Approved


Additional Annual Op Cost/SOF:
Grading and gravel placement are estimated at $6,000 
and will be donated by Hampton County.  No additional annual operating costs are anticipated.


Approved By:
Approval by the Board is requested contingent on JBRC approval.

b.
Agency:
Department of Parks, Recreation and Tourism


Acreage:
270± acres


Location:
Within Paris Mountain State Park


County:
Greenville County


Purpose:
To protect the natural integrity of the park and to allow for the expansion of recreational opportunities.


Appraised Value:
N/A


Price/Seller:
Donation/Greenville County Water Authority


Source of Funds:
N/A


Project Number:
P28-9659


Environmental Study:
Approved


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


Approved By:
Approval by the Board is requested contingent on JBRC approval.

c.
Agency:
Department of Natural Resources


Acreage:
7± acres and a lighthouse


Location:
On North Island at Winyah Bay


County:
Georgetown County


Purpose:
To protect and preserve the lighthouse.  The property will be added to the Yawkey Center Wildlife Preserve.


Appraised Value:
N/A


Price/Seller:
Donation/U.S. Coast Guard


Source of Funds:
N/A


Project Number:
P24-9822


Environmental Study:
Approved


Additional Annual Op Cost/SOF:
Additional annual operating costs for maintenance are estimated at $2,000 and will be paid from the Yawkey Trust Fund.


Approved By:
Approval by the Board is requested contingent on JBRC approval.

d.
Agency:
Governor’s School for Science and Mathematics


Acreage:
.276± acres with a 1,790 square foot residence


Location:
504 Jordan Street in Hartsville 


County:
Darlington County


Purpose:
To acquire an adjacent residence for campus development.


Appraised Value:
$57,500


Price/Seller:
$57,500/James Edward Watkins


Source of Funds:
Appropriated State


Project Number:
H63-9502


Environmental Study:
Approved


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


Approved By:
Approval by the Board is requested contingent on JBRC approval.

The Board also approved the following property sales:

a.
Agency:
School for the Deaf and Blind


Acreage:
.106± acres with a 1,167 square foot residence


Location:
531 Norwood Street in Spartanburg


County:
Spartanburg County


Purpose:
To dispose of surplus property left to the school by an estate in 1982.


Appraised Value:
$91,000 as of 8/2/01


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


Disposition of Proceeds:
Proceeds from the sale will be retained and reinvested in the capital needs of the school.


Approved By:
N/A

b.
Agency:
Department of Corrections


Acreage:
62.9± acres improved with approximately 20 buildings that do not contribute to the value of the land.


Location:
On West Georgia Road near Simpsonville


County:
Greenville County


Purpose:
To dispose of surplus real property.


Appraised Value:
$1,258,000, or $20,000 per acre, as of 4/12/01


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


Disposition of Proceeds:
Proceeds from the sale will be reinvested in the renovation and maintenance needs of the Department.


Approved By:
N/A

[Secretary’s Note:  The Joint Bond Review Committee met on September 19, 2001, and approved all of the contingent items listed above.  (See letter from George Dorn, Director of the Office of General Services dated September 19, 2001, in Exhibit 7.)]
Information relating to this matter has been retained in these files and is identified as Exhibit 11.

General Services: Reporting of Previously Approved Real Property Transaction (Blue Item #9)

The Board received as information the following Reporting of Previously Approved Real Property Transactions and Leases:

I.  Lease by Clemson University

Lease of approximately 1,760 square feet of land at the T. Ed Garrison Livestock Arena at Clemson to Barns and Stables of SC, Ltd., for a term of 60 days and month to month thereafter, for construction of a modular structure that Clemson can use without expense, as described more fully in the letter of August 22, 2001, to all Board members (a copy of the letter was attached as part of the agenda materials).

II.  Lease by the University of South Carolina

Lease of real property to various housing corporations affiliated with Greek letter fraternities and sororities for construction of a Greek Village, for a term of 40 years at $1.00 per year with option to renew for 40 additional years, as described more fully in the letter of August 22, 2001, to all Board members (a copy of the letter was attached as part of the agenda materials).

III.  Lease-Purchase by the Myrtle Beach Air Force Base Redevelopment Authority

Lease of 6.995± acres, a hospital and former nurses quarters to JB2, LLC, for a term of three years with option to extend for one additional year, with advance payments in each year ranging from $80,000 to $216,000 and an option to purchase at any time during the lease period for $1,300,000, as described more fully in the letter of August 29, 2001, to all Board members (a copy of the letter was attached as part of the agenda materials).

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

General Services:  2001-2002 Annual Permanent Improvement Program (Blue Item #10)

All required agencies, except Patriots Point Development Authority, have submitted their 2001-2002 Annual Permanent Improvement Programs (APIPs) for review.  APIPs are the agencies’ facilities work programs for the fiscal year.  They outline the new projects they expect to undertake using available or anticipated funding and report on the status of existing projects.



A total of 56 new projects with budgets totaling $110.7 million are requested for 2001-2002.  Summary information for all agencies consolidated is presented below:


Est. 2001-2002
Est. Expend.


Projects
Total Budgets
Expenditures
After 2001-2002

Existing
1,092
$2,252,712,315
$529,697,247
$369,140,001

Proposed

56
110,678,374
33,456,324
77,222,050
Total
1,148
$2,363,390,689
$563,153,571
$446,362,051

Included in the proposed new project requests are the following:

-
$60.9 million for construction of new facilities and systems;

-
$36.9 million for repair/renovation of existing facilities and systems;

-
$  9.2 million for replacement of existing facilities and systems;

-
$  3.7 million for other types of projects.

The consolidated APIP information is organized in the enclosed bound volume as 

follows:


Part I:
Agency Requests for New Projects


Part II:
Summary Schedules


Part III:
Projects of Special Interest


Part I includes a description of each proposed new project with funding sources, listed by agency.  Part II contains summary schedules including new project information by project type and facility type by major groups (colleges and universities, technical colleges and all other agencies).  Part III contains Projects of Special Note, as well as Additional Annual Operating Costs and Savings for Proposed New Projects and the Commission of Higher Education’s approvals on the 2001-2002 APIP.

The JBRC was scheduled to review the Annual Permanent Improvement Programs at its next meeting.

The Board, contingent upon Joint Bond Review Committee approval, reviewed and approved the 2001-2002 Annual Permanent Improvement Program of new project requests, excluding the six projects outlined in the Projects of Special Note (page 45 of the bound volume).

[Secretary’s Note:  The Joint Bond Review Committee met on September 19, 2001, and approved the above-referenced item.  (See letter from George Dorn, Director of the Office of General Services dated September 19, 2001, in Exhibit 7.)]

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

Information Resources and Employee Insurance Program:  Attorney Fee (Blue Item #11)

The Office of Information Resources and the Employee Insurance Program requested Board approval to increase fees paid for the legal services of Craig K. Davis, P. C., to the amount of $125/hour effective October 1, 2001.


These services have been required for several years in connection with legal review of telecommunications contracts as well as insurance procurement and health care provider contracting.  Since 1988, the firm has charged $100/hour.  This increase to $125/hour is within the bounds of current market rates for legal services.


The Board approved the increase in fees paid to Craig K. Davis, P. C., in connection with telecommunications contracts and insurance procurement and health care provider contracting to $125 per hour effective October 1, 2001.

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

Executive Director: Revenue Bonds (Blue Agenda Item #12)

The Board adopted the following proposals to issue revenue bonds:


a.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$8,200,000 Economic Development Revenue Bonds 



Allocation Needed:
$8,200,000

Name of Project:
DCS, L.L.C. 



Employment Impact:
keep 1 job, add30 in 12 months and 70 in 24 months

Project Description:
processing of molded parts for the automotive industry



Note:


private placement

Bond Counsel:

Kathleen Crum McKinney, Haynsworth Sinkler Boyd, P.A.

(Exhibit 15)


b.
Issuing Authority:
Greenville County

Amount of Issue:
Not Exceeding $6,500,000 Special Source Revenue Bonds


Allocation Needed:
-0-

Name of Project:
Greenville County Roads Improvement Project



Employment Impact:
N/A

Project Description:
construction of roads and bridges


Bond Counsel:

J. Wesley Crum, Haynsworth, Sinkler & Boyd, P.A.


(Exhibit 16)


c.
Issuing Authority:
Newberry County


Amount of Issue:
$12,300,000 Hospital Revenue Bonds ($12,150,000 refunding involved)


Allocation Needed:
-0-

Name of Project:
J.F. Hawkins Nursing Home/Springfield Place

Employment Impact:
retain 154 full time jobs 

Project Description:
acquisition of J.F. Hawkins Nursing Home/Springfield Place Retirement Center in Newberry County


Bond Counsel:

Robert S. Galloway, Haynsworth, Sinkler & Boyd, P.A.


(Exhibit 17)

Information relating to this matter has been retained in these files and is identified as Exhibits 15 through 17, respectively.

Budget and Control Board:  Resolution


Governor Hodges asked the Board to adopt a resolution for itself and on behalf of the people of South Carolina, recognizing, commending, and extending its deep appreciation to Helen T. Zeigler for her many years of exemplary public service and offered its best wishes for every success in her future endeavors.  Governor Hodges published the following resolution:

R E S O L U T I O N

OF THE

SOUTH CAROLINA BUDGET AND CONTROL BOARD
WHEREAS, Helen T. Zeigler received a Bachelor of Arts in American Studies from the University of the South and a Juris Doctorate from the University of South Carolina; and



WHEREAS, she served as a Staff Attorney with the Public Service Commission, an Assistant Attorney General with the Attorney General’s Division of Special Litigation and Legal Counsel to Governor Richard W. Riley; and

WHEREAS, she joined the Budget and Control Board in 1986 as Legal Counsel in the Office of General Services and subsequently was promoted to Director of the Office of General Services in 1993; and



WHEREAS, she was named Chief of Staff and Director of the Division of Operations in 1999 with responsibility for Insurance Services, Information Resources, General Services and Internal Operations; and

WHEREAS, she was instrumental in the renovation of the State House and Governor’s Mansion, the creation of MySCGov.com, and the establishment of the Office of the State Chief Information Officer; and  
WHEREAS, she has been an outstanding leader who exemplifies the highest ideals of public service, integrity, loyalty and commitment to excellence; and 

NOW, THEREFORE, BE IT RESOLVED that the State Budget and Control Board, acting for itself and on behalf of the people of South Carolina, recognizes, commends, and extends its deep appreciation to Helen T. Zeigler for her many years of exemplary public service, and, by this means, offers its best wishes for every success in her future endeavors.

FURTHER, the Board directs that a copy of this Resolution be presented to Ms. Zeigler and that a copy be retained among the Board’s official records.

Adopted this seventeenth day of September, 2001, in Columbia.


Upon a motion by Mr. Patterson, seconded by Mr. Harrell, the Board approved a resolution for itself and on behalf of the people of South Carolina, recognizing, commending, and extending its deep appreciation to Helen T. Zeigler for her many years of exemplary public service and offered its best wishes for every success in her future endeavors.


Ms. Zeigler addressed the Board and stated that it has been an honor and a privilege to have had the opportunity for the past fifteen years to work with some of the most dedicated professionals not only in state government, but the private sector as well.  She stated that the Board has been an excellent environment for her to learn and grow.  

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

Board of Economic Advisors:  Revenue Briefing (Regular Item #1)


The Board received a briefing concerning the current fiscal year’s revenue funds from the State’s Chief Economist, William Gillespie, regarding the current fiscal year’s trends.  Appearing along with Mr. Gillespie was Jim Bradley, chairman of the Board of Economic Advisors (BEA).


Mr. Gillespie advised the Board that at the end of the first two months of the fiscal year revenues grew 4.7%.  He said that revenues need to grow 7.9% to make the budget estimate over the full year.  He said that represents about $150 million, but he believes the number to be less than that if the numbers are crunched.  Mr. Gillespie said that to put the 4.7% growth into perspective May and June revenues were disastrous with revenues being down 2% for May and 5% for June from the previous year.  He commented that considering what the State had been experiencing the 4.7% is good, but not good enough to get the State where it needs to be by the end of the year.


Mr. Gillespie stated further that it is a little early for the BEA to take action.  He said the BEA really needed to look at one more month of revenues before the BEA would change the estimate and by how much.  He stated that the critical question is by how much the BEA is going to change the estimate beyond the capital reserve. 


After a discussion concerning the 1991-1992 recession and the State’s recovery back then, Mr. Gillespie stated that there were 20,000 more people unemployed than there were last year.  He stated that in the 1992 recession there were actually 50,000 less people working and that things are not as bad now as they were then.


Governor Hodges asked what was the employment rate in the early 1990s and where are we now in terms of the strength of the dollar.  Mr. Gillespie said at the height of the recession in the early 90s unemployment was up over 6%, but did not stay up that high that long.  He said the dollar was high going into that recession and followed interest rates down.  He noted that in this case the dollar has not followed interest rates down like it did in the early 90s.  He further stated that the dollar probably will not fall like it did in the last recession which will hurt the recovery efforts of the manufacturing sector.


Governor Hodges stated that it seemed like the big job hits were being seen in manufacturing area.  He asked whether there is an effort to get the policy makers to consider the impact of a strong dollar on manufacturing jobs.  Mr. Gillespie said that the only effort he has seen with regard to moving the dollar is interests rates and that the Federal Reserve has already lowered rates.  He said that the dollar has not come down because the country has a strong economy as compared to the European economy.


Mr. Bradley said that the recession of 1990-91 was relatively short and mild and ended in March 1991.  He said the growth following that recession was so slow that the unemployment rate continued to increase until mid-1992 to a rate of 7.5% unemployment.  He noted that unemployment is presently 4.9%.  He further stated that the dollar is inexplicably high given the trade deficits that the county has been running.  He said that what accounts for the dollar being high is our economy has been, until recently, growing strongly.  He said that the lowering of interest rates is the key to having the dollar drop.


Mr. Patterson asked Mr. Gillespie what adverse affect will the terrorist attack on the World Trade Center towers have on the economy.  Mr. Gillespie said that there is no other event to gage by other than Hurricane Hugo.  He noted that after Hurricane Hugo the State had one of the best revenue years ever, once insurance companies started pouring money back into the economy.  He stated that, in this instance, the insurance money will not impact the State and that other than the down turn in the stock market he did not know how it would impact the State.  Mr. Bradley added that the affect will probably be good for the recovery of the economy.


Governor Hodges said that he met with two economists who said that even with the terrorist incident in New York City there would be a February recovery rather than a November recovery.  Mr. Gillespie said that people are scared to spend and that when the psychology of being scared turns the revenue stream will have a bump up because people will start spending again and the State will see the impact in its revenue stream.  He said that might occur a little sooner than February since the Federal Reserve has lowered the interest rate one-half of a percentage point.


Mr. Lander asked why is the State doing better in revenues this year than last year given the circumstances.  Mr. Gillespie said that the bottom dropped out during the last quarter of last year.  He said that the difference now is that revenues are on the up swing and interest rates are lower.


Mr. Harrell asked Mr. Gillespie whether the Board should be thinking in terms of sequestering the capital reserve fund.  Mr. Gillespie said that he did not think that the State would make the estimate because 7.9% is too far to grow with the bad start the State had.  He said the crucial question is whether the State is going to go beyond the capital reserve.  He said that he really needed to look at one more month of numbers.  Mr. Harrell responded that he thought that was a good idea, but the Board needed to be prepared for sequestering the capital reserve fund.


Senator Leatherman said that he would strongly urge the BEA to give the Board a revenue estimate in October in order to allow the Board to make adjustments in a timely fashion and take action based on good sound information.  Governor Hodges responded that the Board needs to be aggressive but not too aggressive.  Governor Hodges said he supports the Board’s decision to wait another month and take a look at the numbers.  He said it is reasonable to expect that some time in October the State’s revenue would be evaluated.  


Mr. Bradley said that the key items are the figures for the sales tax and the personal income tax.  He stated that personal income tax is up almost on the trend that it needs to be to meet projections for the year.  He said that sales taxes were down almost 5% below last year.  He said that if the sales tax catches up with the income tax then the State would be looking at relatively moderate kinds of adjustments or perhaps even a 10% chance of making the budget estimates.  However, he said that if the income tax slows down toward the rate of the sales tax the BEA might generate a request for Governor Hodges to call a session earlier than November.


Senator Leatherman stated that he would like to see the requirement that the estimate be no later than a November date.  Mr. Patterson said that the Board should be mindful that the earlier the estimate is received and the cuts applied the better off everyone will be.  Governor Hodges said that he thinks the Board should meet when the BEA thinks it has enough information to give the Board an accurate assessment of the economy.


Mr. Harrell suggested that while the Board is waiting on the numbers it might be appropriate to inform agencies officially that they may want to hold off signing new contracts and making new hires in anticipation that the Board may have to take some action.  He said it would be a good idea to inform agencies where the Board is officially so that any agency director that has something that does not have to be done in the next 30 days will wait until the estimates are in.  He said that if a motion is in order he would move to notify the agency of the results of this briefing. 


Governor Hodges said that he has let cabinet agencies know about the budget situation and has let other agencies know informally.  He instructed staff to send a letter to agencies telling them that at the October meeting the Board may take a look at further cuts.  Mr. Patterson said that the agencies should also be told that the cuts could be sudden.  Governor Hodges stated that the Board needed to be measured in its approach in handling the budget situation.  Mr. Lander suggested that the cuts could be sequestered and if not used then returned to the agencies.  


Mr. Patterson said that it has been the policy that when the Board recognizes a shortfall he notifies the rating agencies and lets them know what the Board and the State are doing.  He said because the State takes action when it recognizes a problem that is the key to maintaining the State’s bond rating.


The Board received the briefing on the current fiscal year's revenue funds as information.

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

Local Government:  Radiological and Bacteriological Contamination (Regular Item #2)

At the August 15, 2001, Budget and Control Board meeting Board staff was asked to coordinate an information briefing regarding radiological and bacteriological problems faced by the State of South Carolina.  The briefing is included as part of the agenda materials for this item. The Department of Health and Environmental Control (DHEC) prepared as a part of the report an overview of the radiological and bacteriological problems, testing data, and a discussion of some options for resolution of contamination problems.  Also included was information regarding potential funding sources in solving some of the problems identified.

Daphne Neel with DHEC and Mike Gulledge with the Board’s Office of Local Government appeared before the Board on this matter.  Ms. Neel informed the Board that it is important to remember that uranium, radium, and radon are all naturally-occurring and have different health-related impacts. She said that it is important to remember that the drinking water standard set by the EPA (Environmental Protection Agency) is established for uranium on the basis that it is a heavy metal, not because of its radioactivity.  Ms. Neel briefly informed the Board that DHEC had received test results for over 600 private wells primarily in the upstate.  She said that 76 of those 600 wells have exceeded the standard.  She said that DHEC has also tested 322 public wells in the upstate and has found only seven wells that exceed the standard.  Ms. Neel noted that most of the high results were in the Simpsonville area, but that Pacolet, Pelzer, and Lexington have also had at least one private well that exceeds the standard for uranium.  She said that this information indicates that this is not a huge, widespread, total upstate problem and that there may be some other areas that need to be investigated.  

Ms. Neel further provided the Board with options for resolving these problems in light of potentially receiving federal assistance.  She advised the Board that criteria should be established for determining where new water lines are needed.  She said one criteria is that the Board should look at how the public water systems are impacted because of their ability to impact far more residents than a single family residence.  She stated a second criteria is that the State needed to look at the number of private wells impacted with regard to population density.  She said that both of these criteria should be viewed with the proximity of available public water in mind.  She said that it would not be economically feasible to run water lines to every residence that has a high presence of uranium because the residences are too widespread.  Finally, she said there are treatment options available that includes the use of water treatment devices such as a point of use device or reverse osmosis system.  She said that it is called a point of use device because it goes under a kitchen sink, for example, and treats the water at that point.  Ms. Neel stated that the device costs about $200.  She said that there is also another system they are testing called the ion exchange system that costs about $4,000 and treats all of the water in the house.  She said that both devices are very effective and remove over 99% of the uranium.  

Commenting further, Ms. Neel stated that DHEC is working with the Governor’s Office Executive Management Team that is coordinating federal funding requests totaling $6 million dollars.  She stated the funds will be used for geologic studies, public health investigation, low-income assistance for tap on fees or treatment devices, and for infrastructure, i.e. water line installation.  She also talked briefly about other water quality problems in the state ranging from radium problems to bacteriological problems.  (See the agenda materials contained in the exhibit for this item that show a table containing a representative sample of the other water issues faced by areas in the State.)

Mr. Harrell asked Ms. Neel how many of the wells have been discovered to have problems.  Ms. Neel responded that 76 private wells and seven public wells have tested positive. She also stated that it will be difficult to estimate what the total number of wells may be that test positive for problems.  Mr. Harrell also asked her if she knew how many of the existing wells have been tested.  Ms. Neel responded that she did not know because the number is so large.

Mr. Lander asked why was the Simpsonville area experiencing such a high density of contamination.  Ms. Neel replied that that is one reason why money is needed for the geological study.  She stated that they know the reason the uranium problem is in the upstate is because of the geology in the upstate and that there are perhaps little pockets that are more concentrated.  

Mr. Patterson stated that he understands the situation is a natural occurrence.  He asked what happens in nature for this to suddenly be a problem.  Ms. Neel stated that no one knew the problem was there.  

Senator Leatherman asked whether there is a reverse osmosis treatment system to treat all of the water coming into the house.  Ms. Neel replied that that would not be economically feasible because reverse osmosis would only create three to four gallons a day.  She stated that one would need a large system to treat all of the water coming into a house, which would be enormously expensive and more expensive than the ion exchange system.  

Mr. Gulledge appeared before the Board and presented funding options to address the water problems.  He stated that the State Drinking Water Revolving Fund and the Board’s Grant Program would be able to provide financial assistance to local governments and other public entities to aid them in addressing water problems.  He said that while the Technical Assistance Program would not be able to provide funding it would provide technical assistance needed by local governments and other public entities.  Mr. Gulledge further stated that the USDA Rural Development has funds available in the way of loans.  He noted that the South Carolina Department of Commerce’s Community Development Block Grant Program could possibly provide funding in the more rural or poorer areas of the State.  He stated that Commerce’s Water and Wastewater Infrastructure Fund (WWIF) may be a possible source, but that there is a question whether the fund can be used.  Governor Hodges noted that the funds from the WWIF are tobacco funds and that bond counsel has questioned the availability of these funds for projects like this.  Mr. Gulledge further noted that the Appalachian Regional Council Commission could possibly have some funds available.

Governor Hodges asked what was the status of the potential federal funding match of $2 million to address the water problems.  Mr. Gulledge said that the federal funding is still in question due to the federal budget not being available until October 1.  He also said that the chance of getting the funding is not great in light of the terrorist attack on September 11.  He commented that nothing prohibits these local providers from going to market on their own and issuing bonds or borrowing money from a private institution to provide funding.  


The Board received the briefing concerning radiological and bacteriological problems faced by the State of South Carolina as information.

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

General Services:  Lease Renewal by Workers’ Compensation Commission (Regular Item #3)

Regulation 19-447.1000 requires that leases which commit one million dollars or more in a five year period be approved by the Budget and Control Board and reviewed by the JBRC.  The Workers’ Compensation Commission seeks to renew its lease at 1612 Marion Street for a term of seven (7) years.

The Workers’ Compensation Commission currently leases 32,320 square feet of office space at 1612 Marion Street in Columbia to house its staff of eighty-one. This lease expires December 31, 2001, and the agency has worked with the General Services leasing staff to secure a lease to meet its current needs.  The Commission wishes to renew the lease to provide offices for its staff.  The proposed lease, to begin upon completion of renovations, is for a term of seven (7) years. The expected commencement date is March 1, 2002, and the expected expiration date is February 28, 2009.  The rental rate begins at $15.75 in the first year and averages $15.96 over the term.  This rate includes all property operating expense items.  Total rent over the seven-year period is $3,611,760.

The Workers’ Compensation Commission has secured this property through coordination with the Office of General Services’ Leasing Unit to obtain fair rates, terms and conditions.  The state’s process is designed to meet the requirements of Regulation 19-447.1000 and the proposed lease terms and conditions match the state standard lease.  Adequate funds are available and a financial plan has been submitted. The proposed lease is scheduled to be approved by the JBRC.  Ms. Zeigler appeared before the Board on this matter.

Upon a motion by Mr. Harrell, seconded by Mr. Lander, the Board, contingent upon Joint Bond Review Committee approval, approved the lease renewal of the Workers’ Compensation Commission of 32,320 square feet of office space at 1612 Marion Street in Columbia to begin March 1, 2002, for a term of seven (7) years with an expiration date of February 28, 2009, at a rental rate of $15.75 in the first year and averages $15.96 over the term of the lease for a total rent of $3,611,760 over the seven year (7) period.

[Secretary’s Note:  The Joint Bond Review Committee met on September 19, 2001, and approved the above-referenced item.  (See letter from George Dorn, Director of the Office of General Services dated September 19, 2001, in Exhibit 7.)]


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

Future Meeting


The Board, upon a motion by Mr. Patterson and seconded by Mr. Harrell, agreed to meet at 10:00 a.m. on Tuesday, October 30, 2001, in the Governor’s conference room in the Wade Hampton Building.

Executive Session 

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


Economic Development (2001 Ceiling Allocation)

2.
Human Resources


Agency Head Salary (Director of Probation, Parole, and Pardon Services)

3.
Human Resources


Agency Head Salary (Director of the South Carolina Law Enforcement Division)

4.
Department of Social Services
Legal Matter (Pending Litigation Settlement)


  and Office of General Counsel

Report on Matters Discussed in Executive Session 


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

(a) Executive Director:  Economic Development (2001 Ceiling Allocations) (Executive Session Item #1)



Upon a motion by Senator Leatherman, seconded by Mr. Patterson, the Board, in accord with Code Section 1-11-500 et seq. and upon the recommendation of the Department of Commerce, the Board granted the following tentative ceiling allocations from the local pool and deferred all remaining ceiling allocation requests until later in the calendar year:

1. JEDA, Carolinas Recycling Group, LLC, (Spartanburg County), $4,000,000; and

 2.
JEDA, Pharmaceutical Associates, Inc., (Greenville County), $3,750,000;

(b) Human Resources:  Agency Head Salary (Director of Probation, Parole, and Pardon Services) (Executive Session Item #2)



Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board approved a salary of $93,500 for Ms. Joan Meacham as the Director of the Department of Probation, Parole and Pardon Services.


(c)
Human Resources:  Agency Head Salary (Director of the South Carolina Law Enforcement Division) (Executive Session Item #3)



Upon a motion by Mr. Patterson, seconded by Mr. Harrell, the Board approved a salary of $145,728 as recommended by the Agency Head Salary Commission’s salary recommendation for Chief Robert Stewart to be effective January 1, 2002.


(d)
Department of Social Services and Office of General Counsel Legal Matter (Pending Litigation Settlement) (Executive Session Item #4)


Upon a motion by Senator Leatherman, seconded by Mr. Patterson, the Board authorized legal counsel for the State of South Carolina to enter into a legal settlement between Unisys and the State of South Carolina.

Adjournment

The meeting was adjourned at 4:15 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 2:30 p.m. on Friday, September 14, 2001.]

