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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING

September 30, 2003             10:00 A. M.
The Budget and Control Board (the Board) met at 10:00 a.m. on Tuesday, September 30, 2003, in the Governor's conference room in the Wade Hampton Office Building, with the following members in attendance:

Governor Mark Sanford, Chairman;

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

Mr. Richard Eckstrom, Comptroller General; 

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

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


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

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

Systems

Adoption of Agenda


Upon a motion by Mr. Harrell, 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.

Retirement Systems Investment Panel:  Authority to Consent to Assignment of Investment Management Contract (Regular Session Item #1)

The State Retirement Systems Investment Panel (“Panel”) recommended that the Board (“Board”) authorize the Director of the South Carolina Retirement Systems (“SCRS”) to execute a consent to the assignment of the current investment management contract with Benson Associates, LLC, to Wells Capital Management, Inc., an investment adviser subsidiary of Wells Fargo & Company.

On September 17, 2002, the Board authorized the Director of the SCRS to execute an investment management contract with Benson Associates, LLC (“Benson”), upon approval for legal sufficiency by the Office of General Counsel and completion of a satisfactory on-site due diligence visit.  The conditions were met, and the contract was executed on September 25, 2002.  Benson currently manages approximately $190 million (or 2.10%) of the SCRS’ equity portfolio in the Small Cap Value strategy.  The Panel has monitored Benson since inception and has been satisfied with their services to date.  The Panel received notice on August 25, 2003, that Benson’s ownership was being transferred to Wells Fargo & Company and that Benson will become a separate investment unit within Wells Capital Management, Inc., which is a subsidiary of Wells Fargo Bank, N.A., which in turn is wholly owned by Wells Fargo & Company.  The transfer of ownership requires the client’s consent to an assignment of the current contract with Benson, which will become effective upon completion of the sale of the firm.  The Panel met with Benson on September 9, 2003, to discuss the terms of the ownership transfer and the potential impact on the management of the SCRS’ account.  After discussion and assurances by Benson that the transfer would not negatively impact the current management of the SCRS’ account and that the current portfolio managers, staff, and investment strategy would remain the same, the Panel voted to recommend that the Board consent to assignment and continuation of the current contract with Benson.  Additional information relating to the transfer of ownership and Wells Capital Management, Inc., was attached to this item for reference.  Investment Panel member Mr. Art Bjontegard appeared before the Board on this matter.  


Upon a motion by Mr. Patterson, seconded by Mr. Harrell, the Board, acting as the Trustees for the South Carolina Retirement Systems, authorized the Director of the South Carolina Retirement Systems to consent to the assignment of the current contract with Benson Associates, LLC, to Wells Capital Management, Inc., an investment adviser subsidiary of Wells Fargo & Company.


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

Retirement Systems Investment Panel:  Selection and Funding of Large Cap Core Investment Manager (Regular Session Item #2)

The State Retirement Systems Investment Panel (“Panel”) recommended that the Budget and Control Board (“Board”) approve the Panel’s selection for a new manager, Barclays Global Investors, in the Large Cap Core strategy and authorize the execution of a contract and funding of the manager as set forth in the proposed amendments to the Annual Investment Plan.

On May 15, 2003, the Board terminated the contract with J.P. Morgan Investment Management (“JPM”), authorized the transition of the funds that were managed by JPM to the Passively Managed Large Cap fund (S&P 500 Flagship Fund) until another manager could be selected and funded, and authorized the Panel to conduct a search for a replacement manager in the Large Cap Core strategy.  The Panel began the search process as set forth in the Annual Investment Plan on May 28, 2003.  On August 25, 2003, the Panel met to discuss the analysis of semi-finalists and selected two candidates for interviews, which were conducted on September 9, 2003.  After interviews and discussions about the candidates and the portfolio, the Panel selected Barclays Global Investors for recommendation to the Board. Additional information regarding the Panel’s recommendations is attached to this item for reference.  Mr. Bjontegard appeared before the Board on this item along with Karen Norwood with Barclays.

Mr. Bjontegard said that there is a long standing investment policy that 45% of the investment funds will be in a passively managed index fund and that the Panel has temporarily parked the J.P. Morgan funds there and went over the 45% mark intentionally.  He said the Panel is recommending that that number come back to 45% and give the difference which is roughly $325 million to Barclays.  He said two issues that they are looking at are they are dealing with a co-mingled fund and that the Panel wants to have a due diligence visit done at Barclays in San Francisco.  He said with those two contingencies the Panel would recommend approval of the item.

Governor Sanford asked whether having 45% of the equities in the index fund was a dangerous spot to be in given that multiples on stocks are doubled.  Mr. Bjontegard said this is just the equity portion and has nothing to do with bonds.  He said this has actually turned out to be a good thing.  He said that a study that was done a while back when the Panel came up with these numbers shows that the 45 % number was the perfect one for the mix of asset monies.  

Senator Leatherman asked how would the need to work through the legal issue mentioned affect what is being proposed.  Mr. Evans responded that there is no concern about legal sufficiency for engaging in this type of investment.  He said what Mr. Bjontegard was referring to was making sure that the standard contract documents can be entered into with some slight variation.  Mr. Bjontegard pointed out that by going to co-mingled funds the benefit is to save a couple of hundred thousand dollars in fees.  Senator Leatherman asked whether there is a down side to co-mingling funds.  Mr. Bjontegard responded that there was not.  Ms. Norwood agreed and said that it would be less expensive for the State on co-mingled funds.

Governor Sanford said for the record he would register a concern about index versus active investment.  Mr. Eckstrom asked him whether his concern was any indexing question or is it the level of indexing that the Panel has selected.  He stated that indexing verses active is a way to save money on fees and is a diversification in the Panel’s approach and that diversification is a trait that should be sought in moving forward in any investment decision.  

Senator Leatherman stated that the investments are close to 40% and if the market goes up that could easily push investments over the 40% mark.  He said that at that point a decision would have to be made whether to sell off stock or stay above 40%.  Mr. Patterson said that Mr. Evans is looking at that to develop a plan for what to do when the 40% mark is exceeded.  Mr. Evans said that the statute provides some flexibility for growth in a respective portfolio’s growth and valuation.  

Mr. Harrell asked what are the issues being talked about.  Jay Love with Mercer said they are discussing the entire rebalancing of the 40%, how to handle new cash flows, and how to balance between active and passive inside the portfolio and managers underneath the overall portfolio.  Mr. Harrell added they should look at how to decide where to draw down money for retirement benefits.  Mr. Love added that they should also look at where the contributions that come into the system should go as well.

Mr. Patterson asked whether the Panel is judicious in how it approaches this matter.  Mr. Bjontegard said that the Panel does act judiciously in handling this matter.


Upon a motion by Mr. Eckstrom, seconded by Mr. Harrell, the Board, acting as the Trustees for the South Carolina Retirement Systems, (a) approved the Retirement Systems Investment Panel’s selection of Barclays Global Investors (“BGI”) to manage South Carolina Retirement Systems assets in the Large Cap Core strategy in a commingled account with the availability of securities lending; (b) authorized the Director of the SCRS to execute a contract with BGI on behalf of the Board upon approval for legal sufficiency by the Office of General Counsel and upon a satisfactory on-site due diligence visit with the firm by representatives of the Panel; (c) approved initial funding of the BGI account as recommended by the Panel and set forth in the proposed amendments to the Annual Investment Plan; and (d) amended the Annual Investment Plan to conform to the Panel’s recommendations.


After the vote, Mr. Eckstrom encouraged the Board members to attend a Trustee training session scheduled for October 16 and 17.  

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

Adoption of Agenda

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

Minutes of Previous Meeting


Upon a motion by Mr. Patterson, seconded by Mr. Harrell, the Board approved the minutes of the June 17, 2003, Budget and Control Board meeting.
Blue Agenda


With regard to blue agenda item #7 concerning Procurement Certifications Senator Leatherman said that he is still awaiting information relative to when and how audits are made and would like to carry the item over to give the Board an opportunity to look at it.  Governor Sanford asked for a second to carry the item over and Mr. Patterson seconded the motion.  The Board voted to carry the item over to a future meeting.


In relation to blue agenda item #4 (i) concerning a landscaping project at the President’s House at the University of South Carolina (USC), Mr. Eckstrom raised the question about the necessity for the project under the current budget constraints.  He said that the project seems to be a low priority item.  Mr. Eckstrom asked that the item be deferred until the State’s funding is more robust.  He noted that USC has increased tuition by 15% this past year and that he would be embarrassed to justify this project to parents of students at USC who are incurring these increases.  He said that there are a number of other capital improvement projects in the State that are not being funded.  He said that it would seem to be reasonable to do a project like this with private donations or to use inmate labor at the Department of Corrections to do the landscaping.


Senator Leatherman said that he recalls from the Joint Bond Review Committee that the project involved chilled water lines and steam lines and asked whether there was a safety issue to be looked at before the Board defers the item totally.  Charlie Jeffcoat, an architect with USC, advised the Board that the project is much more than a landscape project and that it includes the replacement of steam lines and restoration of the President’s House as well.  Mr. Jeffcoat stated that it made sense to perform the infrastructure work while the house was in a demolished state.  Governor Sanford noted that the project is described as “to perform landscaping and sitework to the historic grounds and gardens surrounding the President’s House” at USC.  He said that if USC wanted to pitch the project as a steam line project that is not what is described in the item.  Mr. Jeffcoat said that the garden has been torn up completely in replacing the infrastructure and they have no choice but to replace it.  He said that there was some capital improvement bond money from the 1998 bond bill that was allocated to USC to restore historic buildings and USC felt it was appropriate to use this small amount of bonds on this particular job.  Governor Sanford said that the politics of the times operates in the world of perception and the perception is not good to the parents of a college student who calls the Comptroller General to say that he is a steward of funds and that their child is paying more for an education while the President’s garden is being jazzed up.  Governor Sanford said that there is a problem with perception in this instance and asked whether there was a cheaper way of replacing the garden, perhaps with inmate labor as suggested by Mr. Eckstrom.  Mr. Jeffcoat said that USC has tried inmate labor in the past and they are not comfortable with that idea because of the campus population.  Governor Sanford said he thinks that is a mistake and that inmates are at the Governor’s mansion everyday.  He said his children are there every day and are much more vulnerable than 20-year old college students.  


Mr. Harrell commented that there is not enough detail as to what the project is supposed to do.  He said it would be helpful to know how much of the cost of the project included the steam lines, electrical lines, and chill water lines.  He said he understands the Comptroller General’s concern in that $200,000 put to azaleas around the garden would get anyone’s attention.  He said that if USC was to break out the cost for the work on the steam lines, electrical lines, and chill water lines he could not imagine anyone objecting to those things being done.  Mr. Jeffcoat said that he could provide the Board with a detailed break out.  


Mr. Eckstrom asked whether this was the only place on campus where there are safety concerns regarding steam, water & electrical lines.  Mr. Jeffcoat said no and there is a much larger project that is planned.  Mr. Eckstrom asked whether safety concerns are being mitigated in this spot ahead of all the other safety concerns campus wide.  Mr. Jeffcoat said that is not the case and they are trying to take advantage of an opportunity where some ground had been destroyed to go in and replace some deteriorating lines.  He said that they address some hazards immediately if there is a chance that someone might put a foot in an open steam drain.  He said that in this case there was no immediate danger but it could have occurred if a steam pipe had ruptured and flooded the ground around it.  Mr. Eckstrom asked whether the project had begun to which Mr. Jeffcoat responded that the project has already begun but is below the level that USC would need approval and that it is before the Board because of the type of the source of funds being used.  He said that USC had to begin the work because of the state of grounds and the deterioration of the steam lines.


Mr. Eckstrom moved that the project be deferred until such time that the State is in a better financial condition to fund a project like this and that USC look to private donations to fund this project.  Governor Sanford seconded the motion.  Governor Sanford and Mr. Eckstrom voted for the motion.  Mr. Patterson, Senator Leatherman, and Mr. Harrell abstained from voting on the motion. 


In further discussion about blue item 4 (a), the Board discussed the acquisition of property for the new farmer’s market.  It was explained that the item provides for an environmental study to determine whether the Richland County site is useable for the farmer’s market.


Additional discussion was had concerning item 4 (m) concerning the Parks, Recreation and Tourism’s (PRT) request to increase the budget concerning the Recreation Land Trust Fund.  Governor Sanford asked for further detail on the item.  Carol Routh with the Board’s Office of State Budget said that local grants are being given to eight political subdivisions to purchase property for recreation purposes in those eight political subdivisions.  Governor Sanford asked how the amount for land was determined.  Ms. Routh said that $258,000 is the amount that has traditionally flowed through for these land grants and that an additional $100,000 is set aside at the state level to purchase property.  She said that under the law PRT can buy land at the State level and for local entities.  

Amy Duffy and Mandy Kibler provided information on the project on behalf of PRT.  Ms. Duffy said that approvals are made at the agency level.  Ms. Kibler said that the grants are given on a competitive basis and are reviewed by a team of internal staff and the PRT director ultimately signs off on the grants.  Governor Sanford asked why does the money have to come through the State instead of going directly to the county.  Ms. Duffy said that it has been that way for about the past 10 years because that is the way it was originally set up.

Mr. Eckstrom asked Ms. Routh to clarify the role the Comptroller General’s office has in this request.  Ms. Routh stated that, because money is used to purchase property, the object codes in the STARS manual have to be used for the establishment of a permanent improvement project in order to forward that money down to the local entity.  Mr. Eckstrom said the request is for funding.  Ms. Routh said the request is for increase for an existing project that gives PRT the project number in order to allocate the money to the local entity as a permanent improvement project.  Mr. Eckstrom asked whether the same objective could be accomplished by allocating eight dollars to each of the eight projects instead of $258,000.  Ms. Routh said the amount that actually goes to the entities has to be part of the permanent improvement project.  Ms. Routh said that authority is needed for the total amount and that number is not driven by the Comptroller General’s Office.

Governor Sanford asked what would happen if the item is not approved.  Ms Kibler said that if it is not approved the authority is not in that project and there would not be enough authority to pay off the site.  Governor Sanford said the authority would still be in the project to the tune of $1.3 million and it is just a question of adding $258,000 to that.  Ms. Kibler said that the $1.3 is already obligated and that the $258,000 is added in yearly.  She said that the $258,000 that is being added now is for new projects.  Governor Sanford said that given the kind of budget year the State is experiencing he struggles with adding the $258,000, notwithstanding the merits of the project.  Mr. Fusco asked if approval for the project is not given would the money lapse at year-end and go back to the General Fund.  Ms. Duffy said that technically it would because they would not be able to move it to other projects unless PRT had some purchase of land that could be made at the agency level.  Mr. Fusco added that these are distinct new projects and the $1.3 million represents other projects in prior years.

Senator Leatherman stated that if he recalls correctly this money was appropriated by the General Assembly for these specific projects.  He said that he is not sure that the Board can say to the General Assembly that the Board is not going to let the General Assembly use what it has appropriated.  He said it is a specific appropriation for projects such as the one in question and that it is left up to PRT to decide what projects are funded with the appropriation.  Governor Sanford commented that the Board is again in a Catch 22 situation in that there is nothing the Board can do about it.  Mr. Harrell said the reason the Board exists is to ensure that money is spent the way the General Assembly intended.  He said legally he thinks the Board can say no and stop the project.  He said the intent of the way the rules work and the function of the Board is to make sure money is spent the way the instructions say to spend it and not pass judgment on whether that was correct or not.  He said that the Board could vote to say it is not going to let the General Assembly spend money for this purpose, although he does not think that is the intent of how the process is set up.  Senator Leatherman said that might be a big mistake.

Mr. Harrell asked whether next year the request would be to increase the project by another $258,000 to $1.7 million.  Ms. Kibler responded that this is done every year and that there will be an increase in the same project next year.  

Governor Sanford said that with all due respect to the legislative body the State will begin this legislative year $350 million short and that he would make a motion that the Board suspend action on blue agenda item 4 (m).  Mr. Eckstrom seconded the motion and added that was not out of any disrespect for the General Assembly.  Governor Sanford and Mr. Eckstrom voted for the motion.  Senator Leatherman voted against the motion.  Mr. Patterson and Mr. Harrell abstained from voting on the motion.


Upon a motion by Mr. Harrell, seconded by Mr. Patterson, the Board, with exception of blue agenda item 4 (i) and (m) and item 7, approved all items included on the blue agenda.  Blue agenda items are identified as such in these minutes.   

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

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

CONDUIT ISSUES:
	Description 

of Issue
	Agency/Institution 

(Borrower)
	Borrower’s 

Counsel
	Issuer’s 

Counsel

	$19,000,000 CCU Student Housing Foundation
	South Carolina Jobs-Economic Development Authority
	Haynsworth Sinkler Boyd
	Nelson Mullins Riley & Scarborough

	$6,000,000 Timothy W. Scott, LLC & Executive Kitchens, Inc.
	South Carolina Jobs-Economic Development Authority
	Haynsworth Sinkler Boyd
	Nexsen Pruet Jacobs & Pollard

	$3,500,000 Aqua City, Inc.
	South Carolina Jobs-Economic Development Authority
	McNair Law Firm
	Haynsworth Sinkler Boyd



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

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

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

	1.
	County Location:
	Charleston County

	
	From:
	Budget and Control Board

	
	To:
	South Carolina Electric and Gas Company

	
	Consideration:
	$2,616.00

	
	Description/Purpose:
	To install, construct, operate and maintain a subaqueous 115kV cable beneath the Cooper River.


	2.
	County Location:
	Charleston County

	
	From:
	Budget and Control Board

	
	To:
	BellSouth Telecommunications, Inc.

	
	Consideration:
	$1,470.00

	
	Description/Purpose:
	To install, construct, operate and maintain a subaqueous telecommunications cable beneath the Cooper River.



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

Office of Sate Budget:  Group 43 Capital Improvement Bond Draw Schedule (Blue Item #3)

State agencies and institutions have rescheduled their capital improvement bond draw requests for Priority Group 43 (July - December 2003) and after, based on June 30, 2003 bond balances.  The bond draw schedule includes agencies’ rescheduling of bond funds for all capital improvement bond authorizations.  Agencies drew $42.7 million in Group 42 (January – June 2003), or 64.6% of the $66.1 million requested for draw.  In rescheduling their draws at this time, agencies are requesting authority to draw $54.1 million in Group 43, 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, in consultation with the Board, establishes priorities for the funding of the projects.  With this schedule, the Board is specifically asked to approve the following actions:

1) 
Approve the release of Group 43 capital improvement bond funds in the amount of $54.1 million.

2) 
Approve the future draws of all Group 43 projects until such time as another rescheduling is done by the agencies and approved by the Budget and Control Board.  The next rescheduling is anticipated to occur in early January 2004 for approval by the Board shortly thereafter.

The Bond Draw Schedule was approved by the Joint Bond Review Committee at its meeting on September 15, 2003.


The Board approved the release of Group 43 capital improvement bond funds in the amount of $54.1 million and approved future draws for all Group 43 projects until the next rescheduling is approved.


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

Office of State Budget:  Permanent Improvement Projects (Blue Agenda #4)


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

a. Summary 1-2004:  JBRC Item 1.  Budget & Control Board

Project:
9766, SC Department of Agriculture Farmer’s Market Property Acquisition

Request:
Establish project and budget ($20,000 Other, Ordinary Sinking Funds) to cover the cost of an appraisal, environmental study and other investigative studies required to adequately evaluate property.  Richland County is considering donating property to the State on which to build a new farmer’s market.

b. Summary 1-2004:  JBRC Item 2.  The Citadel


Project:
9588, Hagood Avenue 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 approximately 4.66 acres of land located on Hagood Avenue for use as campus parking.  The total projected cost of this acquisition is $1.2 million.

c. Summary 1-2004:  JBRC Item 4.  Clemson University


Project:
9786, McAdams Hall – Additions/Renovations 

Request:
Increase budget to $5,159,000 (add $314,000 Other, Operating Revenue funds) to provide for all project costs to renovate and expand McAdams Hall at Clemson University to provide offices and labs for the Department of Computer Science.  The construction bid exceeded the original estimate for the 22,000 square foot addition and renovation of the existing facility.  Additional funds are needed to provide for furnishings and a sufficient contingency.

d. Summary 1-2004:  JBRC Item 5.  Clemson University


Project:
9816, Harcombe Dining Hall – L. J. Field’s (ARAMARK) Renovation

Request:
Establish project and budget ($600,000 Other, Construction Gift) to provide a gift of construction to renovate existing dining space adjacent to Harcombe Dining Hall to house a franchise restaurant and a faculty/staff dining area at Clemson University.  The restaurant and dining area will be constructed by the ARAMARK Corporation which provides food services on campus.  The work will include renovating the kitchen area, replacing floor and wall coverings, purchasing furniture and equipment, and other related items.

e. Summary 1-2004:  JBRC Item 8.  SC State University

Project:
9577, Campuswide Buildings Miscellaneous Repairs

Request:
Establish project and budget ($2,000,000 Institution Bond funds) to perform miscellaneous repairs to buildings throughout the campus at SC State University.  The work will include repairs or replacements of windows, floors, stairways, HVAC, plumbing, roofs, sewer systems, roads, hot water heaters, and other structures in various education and general buildings.  The work will also include upgrading emergency lighting, fire alarm systems, and mechanical and electrical equipment.

f. Summary 1-2004:  JBRC Item 10.  USC – Columbia 


Project:
9935, Roost Dormitory Exterior Repairs

Request:
Increase budget to $1,020,000 (add $800,000 Other, Housing Maintenance Reserve funds) to repair the brick façade of the Roost Dormitory at the University of South Carolina.  The existing brick has cracked, spalled, and in some places fallen from the building.  Initial findings from a study conducted to determine the cause of this failure indicates improper anchorage of brick ledgers to the structure, faulty expansion joints, and improper installation of insulation.  In order to maintain the building’s integrity, the brickwork must be replaced.

g. Summary 1-2004:  JBRC Item 11.  USC – Columbia


Project:
9960, Woodrow College Roof Replacement

Request:
Establish project and budget ($600,000 Other, Housing Maintenance Reserve funds) to replace the deteriorated, 88 year-old slate roof and make structural repairs at Woodrow College at the University of South Carolina.  The roof has deteriorated and must be restored with the original type of material to preserve the traditional image of the USC landmark.  The east wall of the building, which was repaired with a temporary exterior beam to provide required support for the interior floors and walls, must be rebuilt.

h. Summary 1-2004:  JBRC Item 12.  USC – Columbia 


Project:
9963, Columbia Hall Equipment Room Upgrade/Interior Renovation


Request:
Establish project and budget ($200,000 Other, Housing Maintenance Reserve funds) to begin design work to renovate the interior of Columbia Hall and upgrade its equipment room at the University of South Carolina.  The work will include painting corridors, common areas and student rooms and replacing furniture in rooms.  The equipment room will be upgraded by replacing outdated electrical and mechanical components.  The total projected cost for this project is $1 million.

j. Summary 1-2004:  JBRC Item 21.  Disabilities & Special Needs

Project:
9779, Midlands – First Midlands Dorms – Roof Replacement

Request:
Establish project and budget ($600,000 Excess Debt Service funds) to replace the existing flat roof surfaces and correct any water-related damage to the roofing systems of the First Midlands Dorm buildings at the Midlands Center.  The existing roof surfaces have significantly deteriorated from age and weather exposure.  Originally, these buildings were scheduled for resealing that will not now resolve the leaking problems.

k. Summary 1-2004:  JBRC Item 24.  Department of Juvenile Justice


Project:
9575, Old R&E Campus Buildings Repair/Improvements


Request:
Establish project and budget ($45,000 Appropriated State funds) to begin work to repair and improve buildings on the old Reception and Evaluation Center campus to adapt them for use as office space for the Department of Juvenile Justice.  The old cafeteria and two dorms will be modified to be occupied by DJJ offices currently in leased office and modular space.  Renovation work will include abating asbestos, painting, replacing ceilings, light fixtures, and plumbing, and other work as needed to consolidate functions currently in leased space to a central location on DJJ Property.  The total projected cost for this project is $500,000.  (See Attachment 1 of agenda materials for this agenda item for annual operating cost savings.)

l. Summary 1-2004:  JBRC Item 25.  Department of Natural Resources

Project:
9857, Berkeley – Bonneau Ferry Acquisition

Request:
Establish project and budget ($20,000 Federal funds) to cover the cost of an appraisal, environmental study and other investigative studies required to adequately evaluate property.  The Department of Natural Resources is considering the purchase of approximately 10,697 acres of land located on the Cooper River in Berkeley County.  The total projected cost for this project will exceed $30 million and will be 100% federally funded.

n. Summary 1-2004:  JBRC Item 27.  Parks, Recreation & Tourism

Project:
9671, State Parks Playground Repair & Replacement

Request:
Establish project and budget ($303,000 Federal and Other, Park Revenue funds) to renovate and repair existing playgrounds and install new ADA playground equipment at Hunting Island, Santee, Paris Mountain, Chester, Croft, Andrew Jackson, and Sesquicentennial State Parks.  Partial funding will be from a Land and Water Conservation Fund grant awarded to PRT from the National Park Service.


[Secretary’s Note:  The Board voted to defer item i. concerning a USC-Columbia project and voted to suspend action on item m. concerning a Department of Parks, Recreation, and Tourism project of this blue agenda item]. 


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

Office of State Budget:  Property Transactions (Blue Agenda Item #5)

The Board approved the following property purchase:

	(a)
	Agency:
	Department of Natural Resources

	
	Acreage:
	3,270± acres

	
	Location:
	On South St. Pauls Church Road

	
	County:
	Sumter County

	
	Purpose:
	To acquire forestland displaced at the Poinsett Weapons Range on behalf of the Forestry Commission.

	
	Appraised Value:
	$5,804,000

	
	Price/Seller:
	$5,804,000/Timothy J. Tuomey Trust

	
	Source of Funds:
	Federal/Other

	
	Project Number:
	P24-9856

	
	Environmental Study:
	Approved

	
	Additional Annual Op Cost/SOF:
	Additional annual operating costs are estimated at $50,000 and will be paid from Wildlife Management Area funds and timber revenue.

	
	Approved By:
	JBRC on 9/15/03


The Board also approved the following property exchanges:

	b.
	Agency:
	Forestry Commission

	
	Acreage:
	4± acres owned by the Forestry Commission to be exchanged for 4± acres owned by Rebecca C. Snipes.

	
	Location:
	Sand Hills State Forest

	
	County:
	Chesterfield County

	
	Purpose:
	To resolve a boundary dispute and eliminate a four-acre out parcel without a contiguous boundary to the State Forest.

	
	Appraised Value:
	Properties to be exchanged are of equal size and value.

	
	Price/Seller:
	Exchange of property with Rebecca C. Snipes

	
	Source of Funds:
	N/A

	
	Project Number:
	P12-9587

	
	Environmental Study:
	Approved

	
	Additional Annual Op Cost/SOF:
	None

	
	Approved By:
	JBRC on 9/15/03


	c.
	Agency:
	Greenville Technical College

	
	Acreage:
	7.93± acres owned by Greenville Tech to be exchanged for 4.07± acres owned by the College Park Church of God of Prophecy.

	
	Location:
	On Farrs Bridge Road

	
	County:
	Greenville County

	
	Purpose:
	To acquire property for an alternate entrance to Greenville Tech’s property that will be used for a future campus.

	
	Appraised Value:
	$115,000 for each parcel

	
	Price/Seller:
	Exchange of property with College Park Church of God of Prophecy.

	
	Source of Funds:
	N/A

	
	Project Number:
	H59-9868

	
	Environmental Study:
	Approved

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

	
	Approved By:
	CHE on 8/18/03; JBRC on 9/15/03



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

Insurance and Grant Services Division:  Grant Request (Blue Agenda Item #6)

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

Grantee:


City of Dillon

Grant request:


$100,000.00 

Purpose/Description:
In response to a sanitary survey, water system improvements to include a new well, water treatment plant and piping system are to be constructed.  The deficiencies noted in the survey state that the system was not capable of supplying the maximum day water demand.  In addition, the water quality did not meet EPA’s Secondary Drinking Water Standards for iron concentration.

Project Impact:
In terms of available capacity and water quality, the benefits of the project will be that the overall quality of the potable water supply will be dramatically improved, thus placing the system in compliance with State and Federal regulations.

Cost of Project:

$1,285,000

OLG Recommendation:
$100,000.   Local funds will provide the balance.

The Board approved the following grant request as recommended by the Office of Local Government: City of Dillon, $100,000.

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

Procurement Services Division:  Procurement Certifications (Blue Agenda Item #7)
In accordance with Section 11-35-1210 of the South Carolina Consolidated Procurement Code, the Procurement Services Division recommended additional procurement certifications for the College of Charleston as follows:  goods and services, $500,000* per commitment; consultant services, $500,000* per commitment; information technology, $500,000* per commitment; construction awards, $25,000 per commitment; construction contract change order, $25,000 per change order; A/E contract amendment, $5,000 per amendment.  The additional certifications are to be concurrent with the existing certification effective February 14, 2002, to February 14, 2005. 


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

The Procurement Services Division, in accord with Section 11-35-1210, has audited the following agencies and recommends certifications within the parameters described in the reviews for the following limits for a period of three years:

1.
Department of Alcohol and Other Drug Abuse Services:  goods and services, $25,000* per commitment; consultant services, $25,000* per commitment; information technology, $25,000* per commitment.

2.
Lander University:  goods and services, $100,000 per annual commitment; consultant services, $100,000 per annual commitment; information technology, $100,000 per annual commitment; construction contract award, $50,000 per commitment; construction contract change order, $25,000 per change order; architect/engineering contract amendment, $10,000 per amendment.

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

The Board carried forward consideration of granting procurement certifications for the College of Charleston, the Department of Alcohol and Other Drug Abuse, and Lander University.


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

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

The Board adopted the following proposals to issue revenue bonds:

a.
Issuing Authority:
State Housing Finance and Development Authority


Amount of Issue:
$3,300,000 Multifamily Rental Housing Revenue Bonds


Allocation Needed:
$3,300,000


Name of Project:
Beverly Apartments

Employment Impact:
acquisition and rehabilitation of an 80 unit low income apartment development located in Greer, South Carolina, known as Beverly Apartments


Project Description:
n/a


Bond Counsel:

John Van Duys, Haynsworth Sinkler Boyd, P.A.


(Exhibit 10)

b.
Issuing Authority:
State Housing Finance and Development Authority


Amount of Issue:
$5,000,000 Multifamily Rental Housing Revenue Bonds


Allocation Needed:
$5,000,000


Name of Project:
Canebreak Apartments


Employment Impact:
n/a

Project Description:
provide affordable housing for the beneficiary classes of the State Housing Finance and Development Authority.


Bond Counsel:

Brent Jeffcoat, McGuire Woods LLLP


(Exhibit 11)

c.
Issuing Authority:
State Housing Finance and Development Authority


Amount of Issue:
$4,580,000 Multifamily Rental Housing Revenue Bonds


Allocation Needed:
$4,580,000


Name of Project:
Greenville Arms Apartments


Employment Impact:
n/a

Project Description:
acquisition and rehabilitation of a 100 unit low income apartment development located in Greenville, South Carolina, known as Greenville Arms Apartments.


Bond Counsel:

John Van Duys, Haynsworth Sinkler Boyd, P.A.


(Exhibit 12)

d.
Issuing Authority:
State Housing Finance and Development Authority


Amount of Issue:
$6,660,000 Multifamily Rental Housing Revenue Bonds


Allocation Needed:
$6,660,000


Name of Project:
Hillandale Apartments 


Employment Impact:
n/a

Project Description:
acquisition and rehabilitation of a 200 unit low income apartment development located in Columbia, South Carolina, known as Hillandale Apartments


Bond Counsel:
John Van Duys, Haynsworth Sinkler Boyd, P.A.


(Exhibit 13)

e.
Issuing Authority:
State Housing Finance and Development Authority

Amount of Issue:
Up to $10,780,000 Multifamily Rental Housing Revenue Bonds


Allocation Needed:
$10,780,000


Name of Project:
Rocky Creek Apartments


Employment Impact:
n/a

Project Description:
construction and furnishing of a 200 unit apartment development to be located in Greenville County – Rocky Creek SC, LP, Developer.


Bond Counsel:

April C. Lucas, Nexsen Pruet Jacobs & Pollard, LLC


(Exhibit 14)

f.
Issuing Authority:
Greenville County


Amount of Issue:
Not Exceeding $9,500,000 Special Source Revenue Bonds


Allocation Needed:
n/a


Name of Project:
Roads and Infrastructure Improvement project


Employment Impact:
n/a


Project Description:
construction of roads and bridges


Bond Counsel:

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


(Exhibit 15)

g.
Issuing Authority:
Williamsburg County


Amount of Issue:
Not Exceeding $530,000 Special Source Revenue Bonds


Allocation Needed:
n/a


Name of Project:
Williamsburg County Special Source Revenue Bonds


Employment Impact:
30


Project Description:
completion of improvements to real estate


Bond Counsel:

Francenia B. Heizer, McNair Law Firm, PA


(Exhibit 16)


Information relating to this matter has been retained in these files and is identified as Exhibits 10 through 16, respectively.

Office of State Budget:  Parks, Recreation and Tourism Personal Service Transfer(R#1)

The Department of Parks, Recreation and Tourism requested a transfer of $3,134,315 from personal services into the advertising and administrative services operating expenses line items. This transfer requires Board approval under the requirements of Proviso 72.14 of the FY 2003-04 Appropriation Act.

PRT's FY 2003-04 budget was prepared, and approved by the legislature, prior to reorganization by the agency's new Director.  The approved budget includes budget reductions in advertising and administration operating expenses.  As a result of reorganization, staffing was reduced by 39 employees through implementing Reduction-In-Force plans and by offering a voluntary separation program.  In addition, approximately $1.2 million has been saved from eliminating temporary positions.  The agency is asking to re-align $3.1 million of its budget by reducing personal service and increasing the advertising and administrative services operating expenses line items.  Specifically, the agency will direct $2.2 million toward media advertising; $300,000 for advertising for the state parks and $619,000 for funding its financial system and information technology infrastructure.

Mr. Eckstrom asked whether the infrastructure technology was going to be used in an accounting system.  Ms Kibler responded that PRT is looking at several things including an accounting system.  She stated that the current system has been in existence for about 17 years and is operating on hopes and prayers.  She said that PRT is looking at a centralized reservation system for their park service, a point of sale reservation, a point sale system, and up grading their website to sell low level merchandise.  Governor Sanford said that it is his understanding that PRT would be willing to defer action on the $619,000 request for funding transfer for its financial system and information technology infrastructure until the next Board meeting.  Ms. Kibler said that is correct. 

Mr. Harrell asked whether PRT was using the SAP enterprise system that the Comptroller General’s Office is overseeing.  Ms. Kibler said that PRT is putting a team together to evaluate that system as well as other systems that are not quite as expensive or extensive.

Upon a motion by Mr. Eckstrom, seconded by Senator Leatherman, the Board approved the request by the Department of Parks, Recreation and Tourism to transfer $2,514,760 out of personal services into the advertising and administrative services operating expenses line items for media advertising and for advertising for the state parks.

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

General Services Division:  Permanent Improvement Projects (Regular Session Item #2)

During discussion on this item Governor Sanford raised a question about the process concerning the V. A. Hospital to set up a mechanism of how to pay for a project going forward even though federal funds have been given to build it.  He said there is a compelling case to be made for building an existing project but a difficulty in perhaps paying for it years down the line.  He asked is there any way to change the process so that more is incorporated into the current day decision as to how it impacts budgets over the next 10 years.

Senator Leatherman said what the Board has before it is the addition of 60 beds to the 220 beds that were previously approved.  He said that the 60 beds were supposed to have been in the original request to make 280 beds.  He stated that this is a very prudent use of both State and federal money and that the veterans should be provided with as many nursing home beds as possible.

Governor Sanford asked whether there was a way to more closely couple capital allocation without raising cost.  Mr. Harrell said if the debate on this is issue has been followed over the last three years, there has been a great deal of conversation about the additional $3 million dollars that was needed and the additional cost of keeping the project on going.  He said the General Assembly by agreeing to the project is saying to the community, if they come up with the money locally the General Assembly will pick up the costs in the future.  He further said that the General Assembly by passing this has said in effect it will do so in the future.  He said in this instance the Board has an opportunity to say yes it wants to do this or no it does not.  He said it is incumbent upon the Board to make a decision whether to pay the operating costs down the line.  He said if the Board adopts the item it is voting to pay for the operating costs down the line and if the Board does not think it can afford the operating costs the Board should not vote to adopt the item.  He said that the way the process is set up the Board is the last check and balance before the project happens.

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

a. Summary 1-2004:  JBRC Item 3.  Clemson University


Project:
9694, Athletic Facilities – Construction/Renovation – Phase I and Phase II


Request:
Increase budget to $28,400,000 (add $4,600,000 Other, Private and Maintenance, Renovation and Repair funds) to continue design work for the renovation of the West End Zone of Memorial Stadium at Clemson and do related sitework, including improvements to the campus storm drainage system from the stadium.  The West End Zone phase of the athletic facilities project will include construction and renovation of all game day facilities, club seating, and restroom and concession facilities.  The total projected cost of the West End Zone phase is $32 million.

b. Summary 1-2004:  JBRC Item 6.  College of Charleston


Project:
9606, Stern Student Center Expansion & Renovation


Request:
Establish project and budget ($350,000 Revenue Bond funds) to begin work to renovate the 60,000 square foot Stern Student Center at the College of Charleston.  Renovations will include addressing ADA issues, adding a floor to the two-story ballroom to create student organization space, expanding the fitness area, creating new assembly space on the fourth floor, and related renovations.  The existing space is inadequate for student organizations, meetings, lounge areas and food service.  The total projected cost for this project is $5 million.

c. Summary 1-2004:  JBRC Item 7.  Coastal Carolina University


Project:
9538, Athletic Training Facility Construction


Request:
Establish project and budget ($450,000 Other, Institutional Capital Project Funds) to construct an approximately 15,000 square foot Athletic Training Facility at Coastal Carolina to support the expanding athletic program.  The new facility will contain office space for athletic personnel and additional weight training rooms.  The facility is needed to support the recent addition of football and women’s soccer to the University’s athletic program.

d. Summary 1-2004:  JBRC Item 9.  USC – Columbia 


Project:
9921, 1600 Hampton Street Complex Acquisition


Request:
Increase budget to $21,800,000 (add $2,200,000 Federal funds) to renovate approximately 53,000 square feet of space at USC’s 1600 Hampton Street building which has been leased to the Department of Justice (DOJ) for the National Advocacy Center.  The work includes the complete renovation of two floors of the building to meet the Department of Justice’s needs, rather than partial renovation as planned by USC, and is fully funded by DOJ.

e. Summary 1-2004:  JBRC Item 14.  USC – Aiken 


Project:
9529, Convocation Center


Request:
Increase budget to $20,250,000 (add $11,200,000 Institution Bond and Other, County funds) to construct a 4,000 seat, 110,000 square foot multi-purpose Convocation Center adjacent to the new baseball field to house USCA athletic programs.  The facility will have athletic offices, locker rooms, training rooms, storage, classrooms, study rooms, and space for community events.  Exterior lighting, landscaping and parking for 1,000 cars will also be included.  Existing seating for commencement and other large events is only 1,400 in the gym, which is not adequate for the size of student body.  Functions in the gym also limit the athletic teams that practice there and must compete for floor time.  (See Attachment 1 of agenda materials for this item for additional annual operating costs.)

f. Summary 1-2004:  JBRC Item 15.  USC – Spartanburg 


Project:
9515, Athletic Complex Construction

Request:
Increase budget to $2,625,000 (add $850,000 Institution Bond funds) to complete construction of an athletic complex, consisting of baseball, softball and soccer stadiums, a tennis complex, support facilities, and related parking and infrastructure at USC – Spartanburg.  Construction has been done in phases as funds became available.  This increase will fund remaining work on the softball and baseball stadiums, the tennis complex, and related walks and landscaping to link the areas.

g. Summary 1-2004:  JBRC Item 16.  Winthrop University


Project:
9541, Breazeale Demolition

Request:
Establish project and budget ($1,400,000 Institution Bond funds) to demolish Breazeale Hall for campus master plan development at Winthrop University.  Breazeale Hall has been vacant since 1989 when the residents moved into the renovated Roddey Apartments.  Since that time, the space has been used to house departments while their facilities were being renovated or for storage.  Studies performed on the building have concluded that renovation of the space is too costly.  The facility is on a valuable future building footprint and demolishing it now will make other construction easier.  (See Attachment 2 of agenda materials for this item for annual operating cost savings.)

h. Summary 1-2004:  JBRC Item 17.  Winthrop University


Project:
9542, Track and Track Building Construction

Request:
Establish project and budget ($2,400,000 Institution Bond funds) to construct a competition-quality track and an approximately 3,000 square foot, two-story track building at Winthrop.  The track will have a rubberized surface surrounding a full-size soccer field.  The 7,500 square foot track building will include offices, locker rooms and storage areas to support the track teams.  This construction is needed to upgrade the track program and to provide facilities so the University can host competitive events.  (See Attachment 3 of agenda materials for this item for additional annual operating costs.)

i. Summary 1-2004:  JBRC Item 18.  Winthrop University


Project:
9543, Energy Performance Contract/Improvements

Request:
Establish project and budget ($5,500,000 Institution Bond and Other, State Energy Office Loan funds) to perform energy improvements campuswide to reduce energy costs.  Improvements will include a new chiller installation to serve Dinkins Student Center and Dacus Library, lighting upgrades, steam trap replacements, condensation leaks elimination, and heating/air conditioning controls.  Energy improvements are essential for more efficient use of utility funds while providing improved indoor climate conditions for teaching, learning and working. (See Attachment 4 of agenda materials for this item for annual operating cost savings.)

j. Summary 1-2004:  JBRC Item 19.  Technical & Comprehensive Education


Project:
9852, Florence/Darlington – Technology Mall/Advanced Manufacturing Center Construction A&E Only 


Request:
Revise the scope ($2,000,000 Capital Improvement Bond funds) to include design of a new Technology Mall, as well as design of the Advanced Manufacturing Center at Florence/Darlington Tech, authorized in the 2000 Bond Bill.  The new technology mall is expected to be approximately 300,000 square feet and will include the 104,000 square foot Advanced Manufacturing Center (AMC).  The Technology Mall is a complimentary extension of the AMC concept, providing an integrated approach to meet training needs in the area of computer technology, environmental health education, and business and industry training.

k. Summary 1-2004:  JBRC Item 20.  Department of Mental Health


Project:
9678, State Veterans Home Construction

Request:
Increase budget to $28,571,428 (add $8,571,428 Federal and Other, Private Financing funds) to include construction of a 60-bed Assisted Living Unit at the Veterans Nursing Home facility in Colleton County.  The Assisted Living Unit will increase the size of the nursing home to a 280-bed facility and will help address a statewide need for nursing home beds for veterans.  Funding for the State portion of the 60-bed unit is provided according to Proviso 10.12 of the FY 03-04 Appropriations Act.  (See Attachment 5 of agenda materials for this item for additional annual operating costs.)

l. Summary 1-2004:  JBRC Item 22.  Department of Corrections


Project:
9661, MacDougall – 192-Bed Housing Unit and Infrastructure Upgrade

Request:
Establish project and budget ($3,400,000 Capital Improvement Bond and Federal funds) to construct an additional 25,000 square foot, 192-bed housing unit and upgrade existing infrastructure at MacDougall Correctional Institution to accommodate the increased population.  The housing unit will be a prototypical “H” type footprint, one-story concrete/masonry structure to house male inmates in dormitory/open floor layout on each wing.  The infrastructure upgrade will expand or renovate medical, food service, canteen, laundry, commissary, utility and site capabilities to ensure the additional bed spaces are adequately supported.  (See Attachment 6 of agenda materials for this item for additional annual operating costs.)

m. Summary 1-2004:  JBRC Item 23.  Department of Corrections


Project:
9662, Watkins – 192-Bed Housing Unit and Infrastructure Upgrade

Request:
Establish project and budget ($2,600,000 Capital Improvement Bond, Federal and Other, Sale of Asset funds) to construct an additional 25,000 square foot, 192-bed housing unit and upgrade existing infrastructure at Watkins Pre-Release Center to accommodate the increased population.  The housing unit will be a prototypical “H” footprint, one-story concrete/masonry structure to house male inmates in dormitory/open floor layout on each wing.  The infrastructure upgrade will expand or renovate food service, support, utility and site capabilities to ensure the additional bed spaces are adequately supported.  (See Attachment 7 for additional annual operating costs.)

n. Summary 1-2004:  JBRC Item 30.  Department of Natural Resources


Project:
9856, Sumter – Belle’s Mill (Tuomey Tract) Acquisition

Request:
Increase budget to $5,824,000 (add $5,804,000 Federal and Other, Forestry Commission SCPSA Land funds) to purchase an approximately 3,270 acre contiguous tract of upland forest and pasture to replace forest land displaced at the Poinsett Weapons Range.  The acquisition will protect a large ecologically significant upland habitat from development pressure and provide increased outdoor recreational opportunities.  Approximately 1,000 acres is pasture and will be converted to longleaf pine.

Upon a motion by Senator Leatherman, seconded by Mr. Eckstrom, the Board approved the above-referenced permanent improvement project establishment requests and budget revisions which have been reviewed favorably by the Joint Bond Review Committee:


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

Office of State Budget:  2003 Comprehensive Permanent Improvement Plan (CPIP) (R#3)
All required agencies have submitted their 2003 Comprehensive Permanent Improvement Plans (CPIPs) for review.  The five-year plan covers FY 03-04 through FY 07-08.  Each agency’s CPIP must include all of the agency’s permanent improvement projects anticipated and proposed over the next five years beginning July 1, 2003.  The CPIP outlines the new projects the agencies expect to undertake using available or anticipated funding and the projects for which the agencies expect to request funds from the General Assembly.  The projects for each agency have been summarized for all five years and are included in the attached CPIP report.

The CPIP report is organized in four parts in the enclosed bound volume.  Part I includes a schedule showing the total value of all anticipated projects by agency for the five-year period.  Part II includes a description of each proposed new project with funding sources and related schedules for FY 03-04.  Part III includes a description of each proposed new project, including anticipated capital improvement bond requests, for FY 04-05.  Part IV includes a summary of projects by agency anticipated for FY 05-06 through FY 07-08.

FY 03-04 Projects

Part II of the report lists in detail the projects that each agency anticipates initiating during FY 03-04 with funding sources they anticipate will be available to them.  No funding requests are included in this section of the report.  A total of 89 new projects with budgets totaling $127.0 million are requested for approval for FY 03-04.  Approval of the projects as part of the CPIP will allow the agencies to establish the projects as proposed without further approval by the Joint Bond Review Committee and the Budget and Control Board.  Included in the proposed new project requests are the following:

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

· $ 34.7 million for repair/renovation of existing facilities and systems;

· $ 23.3 million for replacement of existing facilities and systems;

· $   8.1 million for other types of projects.

Projects of Special Note, on page 53 of the bound volume, includes several contingencies that are requested to be approved for the specific projects noted.

FY 04-05 Projects

Part III of the report lists in detail the projects for which agencies anticipate requesting funds from the General Assembly, as well as the projects that they anticipate having other resources to fund.  A total of 245 projects with budgets totaling almost $1.9 billion are proposed for FY 04-05.  Of that amount, more than $1.3 billion represents anticipated requests for funding from the General Assembly in the next budget cycle.  Approval of the plan does not constitute any funding obligation by the General Assembly.

FY 05-06 through FY 07-08 Projects

Part IV of the report summarizes all projects the agencies anticipate for FY 05-06 through FY 07-08 including projects for which funds will be requested from the General Assembly.  A summary of the five-year plan in millions is presented below:


FY 03-04
FY 04-05
FY 05-06
FY 06-07
FY 07-08
Total

Higher Education Agencies
$ 96.6
$ 1,405.6
$ 366.8
$ 412.7
$ 364.3
$ 2,646.1
All Other Agencies
30.4
464.0
244.8
224.3
198.9
1,162.4
Total (in millions, rounded)
$ 127.0
$ 1,869.6
$ 611.6
$ 637.0
$ 563.2
$ 3,808.5
The Comprehensive Permanent Improvement Plan was approved by the Joint Bond Review Committee at its meeting on September 15, 2003.

Mr. Eckstrom commented that he would again raise process concerns.  He said if the report is broken out the front end has projects for the upcoming year totaling $127 million and the second half of the report includes the projects that agencies have submitted for approval.  He said that the structure for the plan is totaling up to $2 billion in planned construction costs.  Senator Leatherman said he views the document as a wish list and has not been approved by the Joint Bond Review Committee and that each individual project will be evaluated if they are submitted.  Mr. Eckstrom said he is asking whether there is a way to make the Joint Bond Review Committee more efficient by not having as many projects brought to the Committee.  He said that the Board should look at whether there is a way to formalize the entire capital budgeting process and give it a little more structure.

Mr. Harrell commented that this is a wish list that establishes projects although there is another step in the process before it is approved.  He said the system can be changed but one is already in place.  He said that the Joint Bond Review Committee approves the establishment of projects and the Board approves or disapproves the establishment of the project.  He said then the individual projects have to come for approval.  Mr. Harrell said that at any step in the process the Board or the Joint Bond Review Committee could look at the CPIP and select items they want to come off the list.  Mr. Harrell said that if Mr. Eckstrom would like, he would be willing to defer this item until the next meeting in order to allow the Board members to go over the CPIP in detail with their staff and name the projects to be taken out.  Governor Sanford asked whether there could be more of a matrix driven process wherein there were different standards that would get a project on the list.  Mr. Harrell said that he thinks the key is in who writes the standards, but that he did not think one could write standards to apply to every situation or building that came along.  He said that is why the Board sits and passes judgment on each project one at a time.  He said a matrix could be developed, but that agencies would probably figure out a way to make sure a project meets the matrix.  Mr. Harrell said that he thinks the more appropriate thing to do is for every one to go through the book and put those projects they do not agree with on the table for discussion and vote them up or down.  

Upon a motion by Governor Sanford, seconded by Mr. Harrell, the Board deferred consideration of the 2003 Comprehensive Permanent Improvement Plan.


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

General Services Division:  Property Transaction (Regular Session Item #4)


Upon a motion by Governor Sanford, seconded by Mr. Eckstrom, the Board approved the following property sale:

	Agency:
	Department of Mental Health

	Acreage:
	22.16± acres

	Location:
	On US Hwy 21 near Pisgah Church Road

	County:
	Richland

	Purpose:
	To dispose of surplus real property

	Appraised Value:
	$359,169 as of 6/3/03

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

	Disposition of Proceeds:
	To be retained by DMH

	Approved By:
	DMH Commission on 8/5/03



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

General Services Division:  New Lease for Coastal Carolina University (Regular Session #5)

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

Coastal Carolina wishes to conduct courses to serve students in the Waccamaw Neck area, including Georgetown, Litchfield Beach, and Pawley’s Island, and secured concept approval from the Commission on Higher Education in September 2002 to lease space to establish such a classroom facility.  The University has worked with the staff of the General Services Division of the Budget and Control Board to search for an adequate property.  The property to be leased is located on Wilbrook Boulevard, west of Highway 17, in Pawley’s Island.  The building will have 14,690 square feet of space and will have faculty offices and classrooms with a maximum capacity of approximately 280 students. 

The proposed lease, to begin May 1, 2004, upon completion of construction, is for a term of five (5) years with an expiration date of April 30, 2009.  Annual rent is $235,040 and the rental rate is $16.00 throughout the term.  This rate includes taxes and insurance but does not include other operating expenses such as utilities and janitorial services.  Total rent over the five-year period is $1,175,200.

The University has secured this property through coordination with the General Services’ Leasing Unit to obtain fair rates, terms and conditions.  The state’s process is designed to meet the requirements of Regulation 19-447.1000 and the proposed lease terms and conditions are consistent with the state standard lease.  Adequate funds are available and a financial plan has been submitted.  This lease was approved by the Joint Bond Review Committee on June 4, 2003.

Appearing before the Board on this matter was Stan Godshall with Coastal Carolina University.  Governor Sanford said that there seems to be a mission creep problem with schools in South Carolina.  Mr. Godshall said this would give the school an opportunity to serve constituents in the Waccamaw Neck area.  Governor Sanford asked whether this would be done at the expense of the taxpayer.  Mr. Godshall said there would be not cost to the taxpayer and that cost would be paid by the students to take classes there.  He said that if it is not done it is a revenue opportunity lost.

Governor Sanford asked Mr. Godshall how does he describe this as a savings.  Mr. Godshall said that there is a large retiree population in the area and they want to go back and seek a further degree.  He said that there are young people in the area that the school hopes will start their education at the facility.  Governor Sanford said that he is attracted to the regents system where there is a better degree of coordination among institutions regarding curriculum and campuses.  He said the idea of opening up another campus runs at cross purposes in terms of consolidating what the State already has in higher education and the technical schools.  Mr. Godshall said this is not the creation of another campus and that this is a branch of Coastal.  He said this is just an opportunity to serve the residents in that area.  

Mr. Harrell asked whether Coastal was trying to create classroom space in the area because the drive time to Conway is 45 minutes to an hour and not to create a separate campus.  Mr. Godshall said that was correct.  Mr. Harrell asked Mr. Godshall to explain how the students would pay for the building.  Mr. Godshall said that the students would pay for the building through tuition payments.  Governor Sanford pointed out that while it is a good investment it costs the State money for every student that actually attends the school.  Mr. Godshall said that Coastal looks at it as a good investment and that they have had good success with the facilities Coastal has opened in Myrtle Beach and Georgetown.  He said this is not the creation of an additional campus.  Mr. Harrell said that this sounds to him like a similar thing that the College of Charleston used to do in North Charleston.  He said that Coastal is trying to figure out a way at little or no cost to be able to have these students who might not be able to drive to Conway go through higher education.  Mr. Harrell commended Coastal for coming up with a creative way for trying to do this.  He said he thinks what Coastal is trying to do is a good thing.  Governor Sanford said he is going to have to reluctantly oppose the item because it runs contrary with some of the things he is going to propose in the budget.  Mr. Godshall said that Coastal believes that the facility will do more than break even and will not be a cost to the taxpayer.  

Senator Leatherman said that he sees this as an opportunity to provide an education for the residents in the area.  He said that if the Board does not approve this item it might deny some people the opportunity to get an education.  He said that the same argument could be made for Francis Marion University, close it and then require everyone to come to Columbia to USC.

Mr. Eckstrom asked whether Mr. Godshall had said the operating cost would be underwritten entirely by the $1000 per student tuition to which Mr. Godshall responded that is Coastal’s intention.  Mr. Eckstrom commented that there are other costs outside of the lease cost. Mr. Godshall said those costs have already been factored into the operation of the facility.  Mr. Godshall said Coastal would dispatch faculty from its existing campus to the facility to teach courses.  He said they have considered all factors in looking at its operating costs.  Governor Sanford said that if that were the case institutions of higher learning would not be coming to the State for appropriation and would rely on tuition.  Mr. Godshall said that Coastal is close to all of their operation costs being paid with tuition and fees now because the State only paid 16% of their total operating cost last year.  Governor Sanford said that does not include capital cost to which Mr. Godshall responded that is correct, but he thought the discussion was about operating costs. 


Upon a motion by Senator Leatherman, seconded by Mr. Patterson, the Board approved a new lease for Coastal Carolina University at Wilbrook Boulevard in Pawley’s Island for a term of five years with annual rent of $235,040 per year for a total rent over the term of $1,175,200.  Mr. Patterson, Senator Leatherman, and Mr. Harrell voted for the motion.  Governor Sanford and Mr. Eckstrom voted against the motion. 


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

Retirement Division:  Cost of Nonqualified Service in Judges and Solicitors Retirement Systems (Regular Session Item #6)
A member of the Retirement System for Judges and Solicitors (“JSRS”) is eligible to purchase all types of service that would be creditable in any other retirement system of the State of South Carolina under S.C. Code Ann. Section 9-8-50(1).  Accordingly, a member of JSRS may purchase all types of service that may be purchased in the South Carolina Retirement System (“SCRS”), the Police Officers Retirement System (“PORS”) or the Retirement Systems for Members of the General Assembly (“GARS”).  Pursuant to Section 9-8-50(1), the Budget and Control Board may determine the contributions required for a JSRS service purchase.  

Effective January 1, 2001, the General Assembly amended the statutes in SCRS, PORS and GARS to create a new type of service purchase, nonqualified service.  Nonqualified service is purchased service other than public service, educational service, military service, leave of absence or reestablishment of withdrawals.  There is a higher actuarial cost to establish nonqualified service as opposed to other types of service such as public service, military service, and educational service. Therefore, the General Assembly set the rate to establish nonqualified service in SCRS, PORS and GARS at 35% of a member’s current salary or career highest salary, whichever is higher.

Because nonqualified service may be established as creditable service in SCRS, PORS and GARS, it is available to members of JSRS. Under Section 9-8-50(1), the Board is authorized to set the rate for the purchase of nonqualified service in JSRS at 35% of current salary, to conform to the cost of nonqualified service in SCRS, PORS and GARS.  

Governor Sanford recognized Chief Justice Jean Toal with regard to this item.  Chief Justice Toal commented that she and Ms. Boykin will bring to the Board after an experience study is completed a series of recommendations to enhance and stabilize the judicial and solicitors’ Retirement Systems.  She said that she is in the process of going through workshops with members of both systems to explain what they will be recommending.  She said there are recommendations of an increase in employee contributions and more restrictions on the years of service that can be bought.  Chief Justice Toal stated that the statute currently says the nonqualified rate is 4% or higher as set by the Board.  She said that she and Ms. Boykin have taken the position with the members for the last couple of years that they have to contribute 35% which is what other members of the other Retirement Systems contribute.  She said they are looking for the Board’s support on that issue.  She said that Ms. Boykin will confirm that the actuary supports the recommendation.


Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board set the rate for the purchase of nonqualified service in JSRS at 35% to conform the cost to establish nonqualified service in JSRS to SCRS, PORS and GARS.


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

University of South Carolina:  Not to Exceed $7,000,000 General Obligation State Institution Bonds, Series 2003I (Issued on Behalf of the University of South Carolina) (Regular  Item #8)
The Board is asked to adopt a resolution making provision for the issuance and sale of not to exceed $7,000,000 General Obligation State Institution Bonds, Series 2003I, on behalf of the University of South Carolina Revenue Bonds.

The proceeds from the sale of the bonds will be used to continue the renovation of Building 3 of the University of South Carolina School of Medicine located on the campus of Dorn VA Medical Center which will include, among other things, the construction or reconstruction of offices, research facilities, support service areas, conference rooms, group study rooms, and Student Service/Medical Education/Academic Affairs.


Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board adopted a resolution making provision for the issuance and sale of not to exceed $7,000,000 General Obligation State Institution Bonds, Series 2003I, issued on behalf of the University of South Carolina.


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

Department of Transportation:  Not Exceeding $2,200,000 State of South Carolina General Obligation State Highway Bonds, Series 2003A (Regular Session Item #8)

The Department of Transportation requests that the Board authorize the issuance of not exceeding $2,200,000 State of South Carolina General Obligation State Highway Bonds, Series 2003A.

Senator Leatherman asked why are these types of bonds being used for a particular road.  Mr. Patterson said that counties have “C funds” to improve roads and this is a match with State funds.  Senator Leatherman commented that Richland County is using its future match to debt service the bonds which is something that is being done all over the State.  

Keith Bishop with the Department of Transportation appeared before the Board.  He stated that the Department reserves a portion of their bonding capacity to allow the CTCs to issue bonds and that the Department is a pass through conduit for the bonds.  He said Richland County CTC chose the project and the Department’s Commission approved the bond issue.  Mr. Harrell said that several counties have taken advantage of the opportunity to use the bonding capacity.  He asked whether each has come through the Board and when was the last time one came to the Board.  Mr. Bishop said that the others have come through the Board and that the last one from Williamsburg County came through about a year ago.  Mr. Harrell said that this is Richland County saying that it wants to take part of its “C funds” and pay back bonds to borrow $2.2 million to pave this road.  Mr. Bishop said that Mr. Harrell was correct.

Governor Sanford asked what is wrong with the road staying a gravel road.  Mr. Bishop said that he did not think there was anyone present from Richland County and he is not the one who could answer that question.  Mr. Harrell said that if Richland County was just using its “C funds” the Board would not be addressing the issue, but since the bonds are being issued at the State level the Board has to approve the issuance of the bonds.  He said that it is a technicality that Richland County is before the Board and that this is gas tax money that will not be used to build a building.  He said that this is money that Richland County has absolute control over how they spend it in their county and this is what they want to do.  He said the Board could impose its judgment in place of Richland County Council or Richland County CTC to do this, but this is what a local county wants to do with its “C fund” money.  He said a mechanism is in place to allow them to use it for bond indebtedness instead of cash up front if they choose to do so.  Mr. Harrell said he is not going to impose his judgment over that of Richland County.  

Governor Sanford said that he has a real problem with “C funds” because of the degree to which it diffuses the ability of the State to set resources in high priority based on demand.  He said that for any “C fund” matter that comes before the Board he wants to see schematics.  He further said that he is automatically going to vote against anything that involves “C funds” without a cost benefit analysis and a detailed presentation as to why this road is needed.  Mr. Harrell asked Governor Sanford if he intended to vote no on this item and Governor Sanford responded that he intended to vote no on the item.  Mr. Harrell asked whether Governor Sanford would like to carry the item over and have Richland County explain it to him to which Governor Sanford responded yes.

Senator Leatherman said that there is a process in place to accomplish things just such as this and that if the Board does not like the process it should change the process.  He said the General Assembly set up the CTCs as to how the “C funds” would be spent.  He said that if the Board wanted to take that authority from the CTCs the Board needed to go to the General Assembly and have that authority removed.  Rick Harmon with the Treasurer’s office said that Richland County had long ago requested the authority to issue these bonds and has made plans around this particular time.  He said that Richland County is close to the deadline meet their obligations.  He said that it would be difficult for the county to prolong the bond issuance any longer.  

In further discussion, Mr. Eckstrom asked how close to capacity is the State on the general obligation highway bond limit.  Mr. Bishop said that the Department always reserves capacity for “C funds” because of the law and the Department has reserved around $8 million to $10 million for “C funds” out of a total reserve capacity of $80 million.


After a motion by Mr. Patterson, seconded by Senator Leatherman, the Board did not adopt a resolution authorizing the issuance of not exceeding $2,200,000 State of South Carolina General Obligation State Highway Bonds, Series 2003A.  Mr. Patterson and Senator Leatherman voted for the motion.  Governor Sanford, Mr. Eckstrom, and Mr. Harrell voted against the motion.


Upon a motion by Mr. Harrell, seconded by Mr. Eckstrom, the Board deferred  considering the adoption of a resolution authorizing the issuance of not exceeding $2,200,000 State of South Carolina General Obligation State Highway Bonds, Series 2003A.


Information relating to this matter has been retained in these files and is identified as Exhibit 25.

Future Meeting


The Board agreed to meet at 3:00 p.m. on Wednesday, November 12, 2003, 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 Sanford declared the meeting to be in executive session:


1.  Executive Director

Economic Development (2003 Ceiling Allocations)

2.  Human Resources

Appointments (State Employee Grievance Committee)

Report on Matters Discussed in Executive Session 


Following the executive session, the meeting was opened, and the Board voted on the following item that had been discussed during executive session [Secretary’s Note:  Governor Sanford was not present during the vote on these matters.]: 

(a)
Executive Director:  Economic Development (2003 Ceiling Allocations) (E#1)
Upon a motion by Senator Leatherman, seconded by Mr. Harrell, the Board in accord with Code Section 1-11-500 et seq. and upon the recommendation of the State Housing Finance and Development Authority, granted the following tentative ceiling allocations from the local pool and deferred all remaining ceiling allocation requests until later in the calendar year:



a.
SHFDA, Beverly Apartments (Greer, SC), $3,300,000;

b.
SHFDA, Canebreak Apartments (Summerville, SC), $5,000,000;

c.
SHFDA, Greenville Arms Apartments (Greenville, SC), $4,580,000;

d.
SHFDA, Hillandale Apartments (Columbia, SC), $6,660,000; and

e.
SHFDA, Rocky Creek Apartments (Greenville County), $10,780,000.

(b)
Department of Natural Resources:  Contractual Matter (Intellectual Property) (Executive Session Item #3)

Upon a motion by Mr. Eckstrom, seconded by Mr. Harrell, the Board pursuant to Proviso 24.21, granted approval to the Department of Natural Resources to patent and license its part of the intellectual property jointly developed between the Medical University of South Carolina through Medical University of South Carolina Foundation for Research and Development.

Adjournment

The meeting was adjourned at 11:50 a.m.


[Secretary's Note:  In compliance with Code Section 30-4-80, public notice of and the agenda for this meeting were posted on bulletin boards in the office of the Governor's Press Secretary and in the Press Room, near the Board Secretary's office in the Wade Hampton Building, and in the lobby of the Wade Hampton Office Building at 1:00 p.m. on Friday, September 26, 2003.]

