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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING


August 12, 2008             10:00 A. M.
The Budget and Control Board (Board) met at 10:00 a.m. on Tuesday, August 12, 2008, in the Governor's conference room in the Wade Hampton Office Building, with the following members in attendance:

Governor Mark Sanford, Chairman;

Mr. Converse A. Chellis, III, State Treasurer;

Mr. Richard Eckstrom, Comptroller General; 

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

Representative Daniel T. Cooper, Chairman, Ways and Means Committee.


Also attending were Budget and Control Board Executive Director Frank Fusco, Chief of Staff William E. Gunn and Division Director Rich Roberson; General Counsel Edwin E. Evans; Governor’s Policy Advisor for Agriculture, Energy and Natural Resources Justin Evans; Deputy State Treasurer Frank Rainwater; Comptroller General’s Chief of Staff Nathan Kaminski, Jr.; Senate Finance Committee Budget Director Mike Shealy; Ways and Means Committee Chief of Staff Beverly Smith; Board Secretary Delbert H. Singleton, Jr., and other Budget and Control Board staff.  

Adoption of Agenda for Budget and Control Board
Upon a motion by Mr. Chellis, seconded by Mr. Cooper, the Board adopted the agenda after amending the agenda to delete blue agenda items 1(a) and 1(b) concerning revenue bond issues and after adding regular session item #4A concerning the Department of Corrections’ energy performance contract.
Minutes of Previous Meeting


Upon a motion by Mr. Cooper, seconded by Senator Leatherman, the Board approved the minutes of the June 17, 2008, Budget and Control Board meeting; and, acting as the Educational Facilities Authority for Private, Nonprofit Institutions of Higher Learning, approved the minutes of the June 17, 2008, Authority meeting.
Blue Agenda

Executive Director:  Revenue Bonds (Blue Agenda Item #1)


The Board approved the following proposal to issue revenue bonds [items a. and b. were deleted from the agenda as noted above]:
c.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$40,000,000 Economic Development Revenue Bonds

Allocation Needed:
-0-

Name of Project:
St. Francis Hospital, Inc. and Bon Secours Health System, Inc.

Employment Impact:
maintain employment for approximately 2,730 employee

Project Description:
to (i) refund all or a portion of the outstanding principal amount South Carolina Jobs Economic Development Authority Variable Rate Economic Development Revenue Bonds, Series 2002B; (ii) fund a debt service reserve fund if deemed necessary or desirable by BSHSI;  (iii) pay a portion of the interest on the bonds, if deemed necessary or desirable by BSHBI; and (iv) pay certain costs, including costs of credit and liquidity enhancement, if deemed necessary or desirable by BSHSI, incurred in connection with the issuance of the bonds and the refunding of the Series 2002B Bonds.

Note:
private sale for public reoffering thereafter

Bond Counsel:
Amy C. Curran, Jones Day

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

Division of Insurance and Grant Services – Employee Insurance Program:  State Health Plan Effective January 1, 2009 (Regular Session Item 1)
Section 1-11-710(A)(2) of the S.C. Code of Laws requires that the State Health Plan’s benefits and contribution rates for the upcoming year be established by August 15. Because of recent claims experience, contribution rates established for 2008 are sufficient to sustain the current program, plus additional services for autism spectrum disorders mandated by Act 65 of 2007, through Plan Year 2009.  

The Plan is now fully reserved with respect to its operating fund and with 2008 employer and enrollee contribution rates continued for next year, should remain fully funded through Plan Year 2009, taking into account the current Plan of Benefits plus the cost of additional services for autism spectrum disorders mandated by Act 65 of 2007.  Appearing before the Board on this matter was Rob Tester, Director of the Employee Insurance Program.

Governor Sanford stated that several years ago the State was able to innovate in a very important way as it became the second state in the country to offer health savings accounts to all state workers and retirees.  He said that has been a valuable option for younger folks entering the workforce with the state employment rolls.  He noted that the premiums are relatively low on a monthly basis.  He stated that there are still some areas of opportunity on the health side.  He said that currently the health plan cannot differentiate between smokers and non-smokers with regard to premiums because the plan is prevented from doing so.  Governor Sanford further stated that if one looks at the data that is available in terms of making a difference in the long run for one’s health, obesity is a driver of long term health.  He stated that one of the other big drivers of long term health is in fact whether one smokes or not.  He said that the idea of subsidizing people choosing to smoke should not be borne by the rest of the participants in the State Health Plan as it is currently done.  


Governor Sanford asked Mr. Tester what could be done along the lines of what has been done with the health savings account.  Mr. Tester stated that three years ago the Board approved the smoking cessation program that is part of the State Health Plan.  He said that there has been a lot of success with that program for those who enter the program.  He noted that the Plan pays completely for counseling and nicotine replacement therapy for people who want to quit smoking.  He said that there are five or six states that do differentiate between smokers’ rates and non-smokers’ rates.  He said that the rate is typically in the range of $20 to $25, but that he has not seen any reports on whether that is effective in getting people to stop smoking.  He said that is a relatively small piece of the additional cost that smokers would cost the Plan.  He stated that they would take the position that getting people to quit smoking is the best way to save money in the Plan and the person’s good health.  Governor Sanford commented that it is done more extensively in corporate America than in government circles.  


Mr. Eckstrom asked whether there was data that would show the difference in cost in providing health care coverage for smokers versus non-smokers.  He said that he suspects that $20 dollars per month or $240 per year is not any reasonable measure in the difference of cost.  Mr. Tester commented that in his opinion the difference in cost is a lot greater.  He said that the best path is to devise an effective means to get people to quit smoking in terms of long term savings.  Mr. Eckstrom said that the question should be is whether that is a primary or secondary focus.  He said that the reason they are meeting today is how to contain costs in the Plan.  


Governor Sanford further commented that people ought to be free to make good decisions or inherently bad decisions and that it should be one’s prerogative to smoke or not smoke, but that the cost should not be borne by the rest of the participants in the pool.  He said that a step in that direction would be good in terms of smoking cessation because dollars do impact people’s behavior.  He said that it would be fair to others and would leave them more money to either buy more in the way of health care or have more disposable income.  He also stated that it would lessen the overall load given the OPEB and other numbers that the State has a considerable problem with going forward.  He stated that it is a small step, but a meaningful one.  


Mr. Chellis asked whether the Board was in a position to help make that decision or whether the matter goes to a group that comes forward with recommendations.  Mr. Fusco stated that the Board makes the decision about what the Plan will contain and that the Board could make such a decision.  Mr. Chellis commented that the decision would be to pass the opportunity to the individual to decide what they want to do without taking away anyone’s rights.  


Senator Leatherman asked how would it be determined who smoked and who does not smoke.  Mr. Tester commented that in other states it is done on the honor system by participants sending in an attestation that they do not smoke and they receive the lower rate.  He stated that if the attestation is not signed then the participant would receive the smoker’s rate.  He said that is how it is done in other states and that it is based on the honor system.  Senator Leatherman asked how the rate would be brought back down for a smoker who is paying the higher rate and quits smoking.  Mr. Tester stated that changes would be done annually and not on a continuous basis.  Senator Leatherman further asked whether the situation in which a smoker who stopped smoking and started back smoking six months later was on the honor system.  Mr. Tester stated that that is how it is done in other states.  


Mr. Chellis asked whether statistically there is a number in the future that will tell whether the State has saved millions of dollars.  Mr. Tester stated that there is no separate rate for smokers that drive that number down.  He said that one might be able to find numbers that suggest that if one can effectively get people to quit smoking with an effective smoking cessation program, there are numbers that can be identified to show how much health costs have been reduced.  He said he could not answer whether that is driven by a different rate.  Mr. Chellis further asked whether this is just a shift of cost from non-smokers to smokers and whether there would be the same premium.  Governor Sanford said that it based on what other states have done there would be a different premium of about $20 per month.  


Governor Sanford asked that since the Board by statute has to approve the State Health Plan each year could the Board carve out the smoking differentiation with regard to premiums and come back in the next month with exactly what that means or does not mean.  Mr. Tester said that by statute the rates have to be approved by August 15th.  Mr. Evans said that the plan has to be adopted by August 15th and that the approach talked about has not been used.  Mr. Evans also stated that he does not know whether that approach would give rise to a legal challenge of the carve out.  Governor Sanford commented that there is always some legal reason not to do something.  Mr. Chellis said that Governor Sanford is on the right track with this proposal and that perhaps it cannot be done right now, but that it should be done.  He said it would be good to carry it forward to learn more about it.  Governor Sanford suggested that the Board move forward on the proposed change for Plan Year 2009 and leave the rate differentials for smokers and non-smokers pending for three days.  He said that he has put it upon his staff to come up with data from other states and work with Board staff to come back by telephone in three days and have something that will either work or not.  He said that it seems like an opportunity worth exploring for three days.  


Senator Leatherman said that he is in favor of having people to stop smoking because it is very costly to the public and private system.  He noted that such things as obesity, drinking, and smoking contribute to health care costs and asked how one decides where to go.  Mr. Eckstrom stated it seemed that Senator Leatherman was suggesting that they move toward what the industry practices are, but that he did not know whether there is an industry practice that has been developed for obesity.


Mr. Chellis said that he is in favor of the three days and that a long term position is to see whether work can be done in any of the other areas in society and see if savings can be made in those areas.  He said that he is concerned about trying to rush through something in three days.  Governor Sanford said that his office has a base of information that they worked from a number of years back and that he will present that information to the Board for a quick up or down telephone conversation in the next couple of days.  Mr. Cooper said that if the information cannot be pulled together during that time, it can be put together for next August at the very least for implementation.  


Senator Leatherman suggested that the Board go ahead and approve the change to the State Health Plan that was being presented to it with the understanding that the Board will deal with the one issue.  He said the Board needed to get the overall health plan in place.  Governor Sanford stated that the approval would be subject to a possible amendment that would be offered in the next few days.  


In further discussion, Governor Sanford noted that the autism coverage is going to cost the State $10.5 million.  He noted that each of the different mandates raises the overall costs for everyone.  


Governor Sanford stated that a motion has been made to pass the State Health Plan subject to an amendment that would be offered within the next three days.  The motion was seconded.


Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board approved the State Health Plan covered services and contribution rates in force to continue for Plan Year 2009, plus the following language, to be effective January 1, 2009, related to the mandated coverage of services for autism spectrum disorders: 

“The Plan shall cover behavior therapy related to autism spectrum disorder pursuant to Act 65 of 2007. All services are subject to guidelines formulated by the behavioral health manager and must be approved by the behavioral health manager.”

The Board also approved the State Health Plan for Plan Year 2009 pursuant to an amendment directing staff to develop a plan for a differentiation in rates for smokers and non-smokers prior to August 15, 2008.

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

Office of State Budget:  Fiscal Year 2008-09 Budget (Regular Session Item #2)
On July 21, 2008 the Board of Economic Advisors met and voted to revise the FY 2008-09 general fund estimate to $7,106,362,115; a reduction of $140,000,000 from the general fund revenue forecast used in the FY 2008-09 Appropriation Act.

Section 11-11-325 of the South Carolina Code of Laws directs that if the Board determines that a year-end aggregate deficit may occur by virtue of a shortfall in anticipated revenues, the Board in managing a mid-year deficit must first reduce to the extent necessary the Capital Reserve Fund prior to mandating any cuts in operating appropriations.  The Capital Reserve Fund appropriation for FY 2008-09 is $133,170,058.

Senator Leatherman moved to sequester the Capital Reserve Fund based upon the budget numbers he has seen.  He said that it will be needed in order to close the year-end books.  The motion was seconded by Mr. Chellis.  In discussing the motion, Mr. Eckstrom stated that based upon results seen in July the Board needed to go beyond reducing the entire Capital Reserve Fund.  He stated that July’s results have shown no turn around for a trend that began in the last half of the year.  He said that while the Capital Reserve Fund would consume about 2% of the revenue shortfall, the State is currently experiencing a 3% revenue shortfall.  He said the sooner the Board deals with the additional shortfall the more fair they will be to agencies and the agencies will have more opportunity to respond to any set aside that the Board mandates.  Mr. Eckstrom said that the BEA is projecting a larger shortfall than what is available in the Capital Reserve Fund.  He further stated actual revenue indicators predict that the State will be at least one percent beyond what the Capital Reserve Fund will provide to cover a shortfall.  He said that the longer the Board waits to deal with the projected shortfalls the harder it will be for agencies to deal with it.  He said that now is the time to require the agencies to set aside those funds and that if a recovery occurs then the money could go back to the agencies.  


Senator Leatherman stated that he agreed with Mr. Eckstrom and that the Board should not only sequester or set aside the Capital Reserve Fund, but should also instruct the agencies to reduce a larger amount in expenditures.  He said that one of the provisos from this year’s appropriation bill provided that if a shortfall occurred with closing the books, the Board could decide how much to direct agencies to reduce expenditures.  Mr. Eckstrom stated that would happen if the Board had to do so.  He said that there are reserves sufficient in closing the books for the year just finished to avoid having to go back to agencies to tell them prospectively to reduce expenditures.  Senator Leatherman said that he would not advocate doing that.  He suggested reductions of 2% to 3% are needed in addition to reducing the Capital Reserve Fund.  He said that with the numbers he is looking at he does not see the economy turning.  


Mr. Chellis stated that he is also concerned and that Senator Leatherman’s point is well made.  He said he would be inclined to go ahead and have reductions of 3%.  Senator Leatherman asked whether Mr. Chellis’ motion would be to direct the agencies to reduce their expenditures by 3%.  Mr. Chellis stated that his motion is to “approve an across the board reduction in expenditures of general fund appropriations of all state agencies, except where prohibited by proviso, of 3% pursuant to Proviso 80A.11 of the FY 2008-09 Appropriation Act with these funds to be returned to state agencies should revenue collections increase in the future.”  Mr. Eckstrom asked Senator Leatherman what data has Senator Leatherman looked at that he has not.  Senator Leatherman replied that he is just looking at the overall economy of the country.  He stated that over the weekend he saw some very credible forecasts that the economy was going to grow a half to 1%.  He said the BEA probably based their estimates on about 3.5% to 3.8% growth.  He said that number would have been nationwide and he does not know how that correlates to South Carolina.  He stated that his thought is the same as Mr. Eckstrom’s in that if a cut is going to be made it should be done early rather than later.  He said that if they wait until mid-year instead of the cut being 1% to 3% it could be 2% to 6%.  He said that he sat through the September 2002 Board meeting in which they had to cut $337 million from the budget over the objection of then Governor Hodges.  

After further discussion, Senator Leatherman seconded Mr. Chellis’ motion.  Mr. Chellis commented that with things like the rising fuel costs for the Department of Education and the Department of Corrections deficit he thinks that it would be a prudent thing to do to set the reduction a little higher and hope that it comes in a little lower.  Mr. Eckstrom stated that they are not talking about agency cuts at this point, but rather a set aside, or sequestration, of those funds.  Senator Leatherman said that he would suggest that they are talking about sequestering the Capital Reserve Fund and to comply with the proviso in this year’s appropriation bill that says the Board will direct agencies to reduce spending by whatever amount the Board decides.  Mr. Eckstrom asked whether that would be a permanent reduction to which Senator Leatherman indicated that it would.

Governor Sanford stated that the sine die resolution the General Assembly signed stated that if the State got to a 4% budget reduction the Legislature would contemplate coming back into session to deal with budget cuts.  He said that the State is looking at a 5% cut taking into account that the cut in the Capital Reserve Fund is about 2% of the budget and a 3% across the board reduction for agencies.  He stated that is a point past the 4% possibility of the legislative body reconvening to deal with budget issues.  Mr. Eckstrom said that the resolution did not say cuts of that amount, but said that if revenues fell short of 4% or more.  Mr. Eckstrom noted that the revenues are not at that point yet, but that Senator Leatherman is saying that he expects it to get to that point.  Governor Sanford said that Senator Leatherman is saying that he expects the revenues to get to that point.  He stated that there is a balance of about $8 million in the competitive grants program and an $8 million shortfall in the Department of Corrections and rather than simply treating all agencies as equal it would make more sense for the legislative body to come back in and point to those agencies who have not done as good a job and not penalize those agencies that have been great stewards of the taxpayers’ dollars.  He said that the cuts should be targeted instead of across the board cuts and that would be a more constructive way of handling the downturn.  Mr. Eckstrom stated that is why he thinks having the agencies to set the funds aside now gives the Legislature the flexibility to free the money up to make targeted cuts when they come back if revenues fall an additional 1% by the end of this quarter.  Mr. Eckstrom said that the resolution that was passed directs the General Assembly to look at revenue collections at the end of the first and second quarter and if at the end of either of those quarters there is a 4% shortfall then the Legislature will come back and do targeted cuts.  Governor Sanford said that either way nothing would be done until the BEA meets.   

Mr. Chellis stated that his point is that the reductions should be taken as early as they can so that there will not be a real strain on agencies.  He also stated that if the Board is not firm that may not be prudent because the agencies may react if the Board says the reductions might happen.  Mr. Eckstrom said that once the money is sequestered it is taken and out of the hands of the agencies and the Budget Office records the reduction.  Mr. Chellis asked if the money is sequestered and later freed up will someone be able to go out buy on a whim as if it were first time money.  Governor Sanford said that if it is sequestered it gives the legislative body the discretion in making budget cuts that it would not have with across the board budget cuts.  Mr. Chellis asked whether the Legislature would have a second bite at the apple if the money is sequestered or would it automatically go back to the agency and the agency have the opportunity to do with it what it wanted to before the money was touched.  Mr. Eckstrom stated that the Board would have to effectively release those set aside funds to the General Assembly to use as it sees fit in its targeted hits.  He stated that the timing would be such that the Board would release those funds simultaneously with the General Assembly’s reallocation of funds through targeting and shifting.  Mr. Chellis said that one thing that worries him is for the Board to have a good exit strategy at the end of that point and if the money just goes back to the agency giving them the opportunity to buy what they want.  He said that he understood that sequestering took the money out of the loop until it is known whether funds are available and if the funds were available the money could be released back to the agency.

Senator Leatherman commented that the statute gives the Board the authority to sequester funds, but that he is not sure that the Board has the authority to release those sequestered funds.  Mr. Eckstrom replied that either the Board or the General Assembly would have that authority.

Governor Sanford further commented that sequestering the funds leaves in place the opportunity for the General Assembly to come back in and deal with numbers.  He said that the numbers are caused in part by skyrocketing energy prices and a credit market that has been rocked to its core and its implications for people to buy or sell a home.  He said that part of the problem is a ramp up of State spending that has put the State at the far end of the bell curve.  He said that the State has seen 30.8% growth in state spending over the last two years which puts the State above the southeastern average and only one state, Tennessee, has exceeded South Carolina.  He stated that it is important to look at the hole the State is in and understand that some of this has been self inflicted which makes it that much more important for the State to target cuts as opposed to across the board cuts.  Governor Sanford noted from charts he had that South Carolina ranked fifth in the nation for spending.  He said that his executive budget attempted to hold spending to the population plus inflation.  He said that the State would not be dealing with these problems had it held to population plus inflation and that the State could be avoiding many of the self inflicted injuries right now.  He stated that going back to the early 2000s this can be really rough.  He stated that it is important not to duplicate the peak and valley approach to spending that his administration saw when it first came into office.  He said that part of not duplicating that is not just having an appropriation of funds at the General Assembly level, but when tough times come hand those cuts out at the General Assembly as opposed to some third body handing the cuts off which insulates people from avoiding those kind of things.  

Mr. Chellis noted with regard to one of Governor Sanford’s charts that over a three year period there were cuts of over $1.3 or $1.4 billion in the early 2000s.  He stated that from his recollection several states around South Carolina, of those shown in Governor Sanford’s earlier charts, actually raised taxes during that period of time when the State did not raise taxes.  Governor Sanford said that his earlier chart dealt with spending and that the State is at the far end of the curve in spending.  Mr. Chellis said that those states did not have to reduce their spending because they had increased their revenues and if one just goes by percentage of increases the percentages are going on a higher number.  Governor Sanford said the logic is reverse and that what Mr. Chellis is saying is that if taxes are raised then spending would not have to be decreased.  He said those states’ spending was decreased more.  Mr. Chellis said that he would have to go back and look at that because his memory of that is different from the way Governor Sanford has explained it.  He said that the point he is making is that there were tax increases in other states when South Carolina did not increase taxes and decreased spending by about $1.4 billion.  He said that since that time it has only increased by about $600 million.  Mr. Eckstrom said that the $1.4 billion is not a reduction in spending, but a shortfall between estimates.  Mr. Chellis said that it was a shortfall between estimates, but that spending was reduced.  Mr. Eckstrom said that one can hardly argue that there is a reduction in spending given the significant increases nor can one argue that the other states were able to avoid spending increases because they had more money to spend.  Governor Sanford commented that a state like Florida taxes less on a per capita basis than does South Carolina and also spends less.  He said that his point is this is a case of South Carolina being a relatively expensive place to do business, which goes back to the larger global competitiveness question when the State is 130% to the US average in the cost of state government relative to other states like Florida which is close to the 100% number than the 130% number.  He said that his point is that this raises the question of restraint in spending as a way of avoiding the very problem the State faces.  Mr. Chellis said that is the point he was making regarding the chart Governor Sanford had in that the State was forced to reduce spending during that period of time.  He said that he knows that the State went through major cuts during that period of time.  He noted that while the State has increased spending it has not done so to the extent it had five or six years ago.  Governor Sanford replied that that is absolutely incorrect and that the State is far beyond in spending than where it was five or six years ago.  

Senator Leatherman asked whether Governor Sanford’s spending chart included over $500 billion that has been given for tax reduction over the past three years.  Governor Sanford said that it does not and that they have taken that out.  

Governor Sanford further stated that this train has been coming for a long time and the question now is how the Board is going to be deal with it.  He said that it is important to deal with it as Mr. Eckstrom suggests and set aside as much as is needed within the range of prudence.  He said that he thinks that it is then important for the General Assembly to come back and make targeted cuts as opposed to treating all agencies equal.  He said that the fact is that not every agency is in the same financial position.  He said that colleges can raise tuition on their students but that is not an option for the Department of Corrections.  He said there are a lot of differences with agencies and the idea of lumping them together and treating them equally is at odds with their very real needs.  Mr. Eckstrom noted that Mr. Chellis pointed out that the Department of Education is struggling with the rising fuel costs.  He said that if the Board mandates across the board cuts that include the Department of Education there will be buses that will not be able to leave the parking lot and teachers that will not be hired if the Board requires a 3% budget reduction from the Department of Education.  

Senator Leatherman said that if the Board does what Mr. Chellis’ motion proposes to do the General Assembly can come in January and by joint resolution revisit those cuts.  Governor Sanford said that the General Assembly’s sine die resolution states that the General Assembly can come back tomorrow.  Senator Leatherman pointed out that the resolution says they can come back and not that they will.

Senator Leatherman again called for the question noting that there was a motion before the body.  Governor Sanford asked for clarification on the motion.  Mr. Fusco stated that the first part of the motion is to reduce the Capital Reserve Fund.  Mr. Chellis and Senator Leatherman noted that it is to sequester.  Mr. Fusco said that the Capital Reserve Fund would be reduced.  He said that the second part of the motion is to impose a 3% budget reduction.  Mr. Eckstrom asked whether legally the Capital Reserve Fund can be sequestered and mandate a cut on agency spending.  Senator Leatherman said that can be done.  Mr. Fusco stated that it has to be reduced.  Mr. Eckstrom again asked whether it could be sequestered.  Mr. Evans also stated that it has to be reduced.  Mr. Eckstrom stated that the Capital Reserve Fund has to be cut permanently before an agency cut can be made.  Mr. Fusco said that is why he is suggesting that with the Capital Reserve Fund the term “reduce” is used because that is what the law says.  Mr. Eckstrom said that is what the law and the Constitution say.  Mr. Fusco said that the 3% would be a reduction in expenditures.  

In further discussion, Mr. Eckstrom asked what an across the board cut would produce.  He stated that it would produce more than $63 million per percent.  Mr. Fusco stated that under the law the cut can only be reduced by $62.6 million per percent.  Mr. Chellis said that he had at the end of his motion “except where prohibited by proviso, of 3% pursuant to proviso 80A.11” and that takes care of what Mr. Fusco said.  

Mr. Eckstrom said that something the Board needs to think about is that the Department of Corrections is going to operate with a deficit.  He said that a 3% reduction in the Department of Corrections would increase their deficit from $8 million to another $10 million beyond that.  Governor Sanford noted that the Department of Education is currently configured to run a deficit.  Mr. Fusco stated that the Department of Education has contacted Board staff and they are currently working with the Department of Education on their budget situation.  Governor Sanford said that he could not agree more with the premise that budget shortfall should be dealt with sooner rather than later.  He stated, however, that his question is how that will be done.  He said that he does not think there is any equality when the competitive grants program gets a 3% cut the same way that the Department of Corrections gets a 3% cut.  Mr. Eckstrom noted that the motion would take $73 million from the Department of Education.  Governor Sanford said that it is important to do what the Board is talking about, but that it is important to do it in a targeted fashion.  He said if that is not done a moral hazard is created that when times are rolling there is an endless propensity to spend more and when times are not going as well it is left to the Board to make those cuts.  He said it is important to make targeted cuts based on the merits of who is adding more to increasing per capita income or one’s life style in or chance of life in the South Carolina.  

Senator Leatherman commented that the cut to the Department of Education in 2002-2003 was a lot more than what Mr. Eckstrom mentioned.  Mr. Eckstrom said that there was a need at that time because an actual shortfall had developed.  He stated that right now Senator Leatherman is basing his position on what he heard over the weekend about some credible economist’s theory that there will be additional shortfalls and not what the State is actually experiencing.  He said he feels differently about the proposal to cut the budget 3% and that he is comfortable with making a permanent across the board 1% cut.  He said that he can see based on the July numbers and the months leading up to the July numbers that that is a very reasonable course for the Board to take.  He stated that those are the sorts of revenue shortfalls that are developing.  He said that does not have any cushion built into it, but the Board could come back in a month if additional shortfalls develop.  Senator Leatherman said that coming back next month or the month after will make it tough on the agencies.  Mr. Eckstrom said that he understands and asked what if the 3% shortfall does not develop.  Senator Leatherman said then they are where Governor Sanford is trying to get them with regard to reducing spending.  Mr. Chellis stated that the Legislature would be able to come in at that point and shift if there is a problem.  Senator Leatherman said that is correct and that the Legislature could address it in January.  Governor Sanford asked then why not sequester 3% rather than cut 3%.  Senator Leatherman said that it is one in the same and that he does not know that the statute allows the Board to sequester based on the future, especially considering the proviso in this year’s appropriations bill that says if shortfalls occur the Board will direct the agencies to reduce spending.  He noted that is what Governor Sanford is always trying to get them to do to which Governor Sanford replied that he wanted it done in a targeted fashion because not all of government is created equally.  Senator Leatherman stated that the General Assembly could look at that in January.  Governor Sanford said that the cuts would not take place until the following year based on the budget that the Legislature would dictate.  Senator Leatherman said that the cuts would take place mid-year.  Governor Sanford said that the reality of the situation is that Senator Leatherman wanted to impose 3% cuts so that the Legislature would not have to deal with it in January.  Senator Leatherman disagreed and stated that the Legislature does not shirk its responsibility.  Governor Sanford said that it is not something anyone wants to deal with and that the Legislature would not be jumping to deal with it and he does not blame them.  

Senator Leatherman called for the question reminding the Board of the motion and the second to the motion.  Governor Sanford said that he thinks it is a real mistake to make across the Board cuts because it presumes that every agency contributes equally to the bottom line of what is produced by state government.  He said that is absolutely not the case because some agencies are incredible stewards and others are not and some have outside revenue sources and others do not.  He said that a lot of hard working folks, who in many cases make a real difference for South Carolina, are penalized by making across the board cuts.  Mr. Eckstrom said that there is a proviso that requires the Board to take action once it has information to know that there is going to be a shortfall.  He said that Senator Leatherman’s information does not constitute knowing, but is rather a kind of feeling.  He said that in his mind he knows based on July’s results that there is going to be a shortfall and they know what that shortfall is going to be.  He said that he is uncomfortable using feelings based on nothing more than some national economist making some comment about the U.S. economy growing only a half percent next year as a basis for mandating agency cuts.  Senator Leatherman said that is the same thing that was said at the September 17, 2002, Board meeting time and time again by then Governor Hodges.  Mr. Eckstrom said that Governor Hodges was saying that the Board did not have enough information.  Senator Leatherman stated that is what Mr. Eckstrom has said.  Mr. Eckstrom replied that Senator Leatherman is saying that the information the Board has is enough information to make the 3% cut.  

Senator Leatherman called for the question stating that the Board has had a lot of discussion on the issue.  Governor Sanford asked whether the Board is on legal ground because what Mr. Eckstrom is saying is that the Board has the authority in the event of a real revenue shortfall has been cast, to go with an across the board cut at 3%.  He asked Mr. Evans where was the Board on the issue from a legal standpoint.  Mr. Evans asked Governor Sanford whether he wanted to discuss that matter in open session to which Governor Sanford replied yes.  Mr. Evans stated that there has to be a rational basis for whatever cutting occurs.  He said that typically the first starting point that is the revenue projections coming from the BEA.  He said that the Board knows the expenditure side and knows the open-ended expenditures that are part of the equation better than anyone else.  Mr. Evans stated that the proviso delegates to the Board the authority to use its discretion to make a decision as to how much to cut the rate of expenditure to maintain the balance between the revenues and the expenditures.  He said that the further out the Board goes on cutting the rate of expenditure as it differs from the projections on revenue the more likely the Board is to be challenged.  Governor Sanford asked Mr. Evans who make such a challenge to which Mr. Evans replied any number of people.  Mr. Evans said the State’s Supreme Court has opened the door to anyone suing the State at any time.  He stated that in the past the Board has been sued by school districts.  Governor Sanford asked Mr. Evans what was his opinion.  Mr. Evans stated that as long as there is a rational basis that the equation is rationally calculated.  He stated that if the opinion of the Board that can be supported with a factual predicate that it is reasonable to cut the rate of expenditure by 3% in order to maintain a balanced budget then it is defensible.  He said that he would turn to the Board for whatever the factual predicate would be.  Governor Sanford asked Mr. Evans what is the factual predicate to which Mr. Evans replied that he did not have the factual predicate other than what he had heard during the Board meeting.  

Senator Leatherman said that his rationale is that the State is looking at a tremendous shortfall of about $180 million for the year that is closing.  He further stated that he is also hearing the tax swap that was done for property tax and the one cent sales tax is about $40 million short for 2007-2008.  He said that when he looks at all of those things he thinks that the prudent thing to do is to do the 3% and make absolutely sure that the State has a balanced budget.  Mr. Eckstrom said that can be accomplished by setting aside funds as opposed to legally mandating cuts.  Governor Sanford asked whether the same thing could be done by sequestering the funds.  Senator Leatherman asked how would the funds be set aside and would the Budget Office be directed to pull those funds out of the accounts.  Mr. Eckstrom said that is how it has been done in the past.  Senator Leatherman said that the money would then have been taken from the agencies.  Mr. Eckstrom said that the money could be restored if there is no need for the funds.  Senator Leatherman stated that as Mr. Chellis pointed if during the last three months of this year the economy turns and the funds are restored the money can be spent for anything.  He used as an example of a state agency employee who years ago called him around June 15 stating that he wanted to purchase some gravel.  He said that he asked what size and was told by the employee that it did not matter because he was just going to dump the gravel out back.  Senator Leatherman said that the employee stated that he needed to spend the money so that their budget would not get cut the following year.  He said that was his rationale for supporting Mr. Chellis’ motion.  

Before voting on the matter, Governor Sanford commented that he does not think that this is the end of the matter.  He said that gravity always works in life and if one gets way ahead of oneself in spending there will be a natural consequence to that.  He said that they will see that unfold over the months and probably the year ahead.  He said that he concurs with Senator Leatherman on the degree to which the national slow down is going to have implications not only for State government, but for people’s lives in South Carolina.  He said that he thinks it is an absolute mistake to treat tourist holidays for German politicians as funded by state taxpayers through the competitive grants program equally with a school child in South Carolina.  He said that at the end of the day that is what this proposal does.  He said that as Mr. Eckstrom pointed out it is a $73 million cut in the Department of Education.  He said that across the Board cuts abandons the policy making prerogative of the legislative body to be directed in dealing with these kinds of times.  Senator Leatherman asked Governor Sanford whether he was aware of Sloan v. Budget and Control Board where the South Carolina Supreme Court said that any action taken by the Board to reduce the budget has to be across the board and cannot be selective.  Governor Sanford responded that if the funds are sequestered it would allow the General Assembly time to come back in and make the cuts.  Senator Leatherman said that the General Assembly can still come back in January and deal with the issue.  Governor Sanford replied that based on the General Assembly’s sine die resolution if the budget shortfall reached 4% they could come back into session tomorrow and be dealt with by the General Assembly.  He said that he thinks that it is a mistake not to be.  

Upon a motion by Mr. Chellis, seconded by Senator Leatherman, the Board pursuant to Section 11-11-325 of the South Carolina Code of Laws approved the reduction of the entire Capital Reserve Fund of $133,170,058 and approved, pursuant to Proviso 80A.11 of the FY 08-09 Appropriations Act, an across the board reduction in expenditures of general fund appropriation of all state agencies of 3%, except where prohibited by proviso or statute.  Mr. Chellis, Senator Leatherman, and Mr. Cooper voted for the motion.  Governor Sanford and Mr. Eckstrom voted against the motion.

After the vote on the motion, Mr. Fusco advised the Board that the law requires that when the reduction reaches the aid to subdivisions line item a separate vote must be taken by the Board.  Mr. Eckstrom asked what effect that would have on aid to local governments.  Mr. Fusco said that the reduction would be $2.9 million per percentage point.  Mr. Eckstrom noted that would be approximately $9 million.  Senator Leatherman asked whether the law also says that the aid to subdivisions cannot be less than last year’s amount to which Mr. Fusco replied that was correct.  Senator Leatherman said that if a 3% reduction would get them below that it cannot be done.  Mr. Fusco asked Budget Director Les Boles whether the 3% reduction would hit a floor.  Mr. Boles replied that it would not because there was $19 million cushion for local government for local government funds and that 3% was still within the limit.  Mr. Fusco stated that this would take about $9 million out of the $19 million.  He stated that a separate motion is needed to comply with Code Section 6-27-20.  Senator Leatherman moved for approval and Mr. Cooper seconded the motion.
Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board, in accordance with Code Section 6-27-20 of the South Carolina Code of Laws, approved by a separate majority vote a 3% reduction of the Local Government Fund.  Senator Leatherman, Mr. Cooper, and Mr. Chellis voted for the motion.  Governor Sanford and Mr. Eckstrom voted against the motion.
After the vote on the motion, Governor Sanford commented that the Board’s action is just madness from the standpoint of fiscal discipline in the other sense.  He said the Department of Corrections is going to run a shortfall and adding a 3% cut to an agency that is going to run a shortfall means stacking more debt to the taxpayers of South Carolina over the long run.  He said that all they are doing is accruing to the next generation or to someone else five years down the road paying for this.  Senator Leatherman said that there is a provision for an agency head to come back to the Board and ask to run a deficit.  He said that he has never known the Board to deny that at the time a good case has been made to run a deficit.  Governor Sanford said that his complaint is that they are stacking deficits on top of deficits.

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

Office of Human Resources:  Appeal of State Employee Grievance Committee Decision (Regular Session Item #3)

The S.C. Department of Corrections (SCDC) is requesting approval to appeal to the Administrative Law Court (ALC) the decision of the State Employee Grievance Committee (Committee) in the Thierry Nettles appeal.  Approval of agency requests to appeal Committee decisions to the ALC in accordance with §8-17-340 (F) of the S.C. Code of Laws is generally limited to requests based on errors of law.


SCDC terminated Mr. Nettles on August 21, 2007, for Unprofessional Conduct, Incompatible Activities, Malicious Profanity, Unethical Conduct, or other Employee Behavior Having Potential or Actual Detriment to the Agency or State Operations or Their Image.  Mr. Nettles filed a grievance with SCDC on August 30, 2007.  Subsequently, when a final agency decision was not received within 45 calendar days, Mr. Nettles appealed to the State Human Resources Director, in accordance with §8-17-330, by letter dated October 23, 2007.  Following his appeal, the agency director, Mr. Jon Ozmint, issued a final agency decision on November 9, 2007, upholding Mr. Nettles’ termination.  After attempts to resolve the matter through mediation were unsuccessful, the appeal was sent to the Committee for a hearing on February 13, 2008.  On March 4, 2008, the Committee rendered a written decision to overturn SCDC’s decision to terminate Mr. Nettles.  SCDC disagreed with the legal basis relied upon by the Committee and asked the Committee to reconsider its decision.  On July 8, 2008, the Committee issued a written decision amending its original decision, but denying the request for reconsideration.


SCDC bases its request to appeal to the Administrative Law Court on the following:  1) the discipline imposed on Mr. Nettles was well within established SCDC policy guidelines; 2) there were insufficient facts presented by Mr. Nettles at the February 13, 2008 hearing under §8-17-340 to overturn the termination; 3) no evidence was presented at the hearing that indicated SCDC’s actions amounted to an abuse of discretion; and 4) employee distribution of pornographic material via state owned computer terminals is a very serious violation and presents numerous problems for SCDC.

Mr. Chellis asked what the cost of the appeal would be.  Jon Ozmint, Director of the Department of Corrections, stated that they will use in house counsel and that the transcript of the hearing will cost $800.  He said that if the agency does not appeal it will cost them $50,000 in back pay and reinstatement of the employee.  Mr. Ozmint said that in this case reinstatement is not a terrible option because the employee was a good employee who made a bad error in judgment.  Mr. Chellis asked how quick the case would be heard to which Mr. Ozmint replied that it would be a while before it is heard.  Mr. Ozmint stated that the case will go from the ALJ (Administrative Law Judge) to the Court of Appeals and from the Court of Appeals to the Supreme Court.  Mr. Chellis asked how long would it take for the case to get to the ALJ.  Mr. Ozmint said that it would probably take six months to a year to get to the ALJ.  Mr. Chellis noted that if the agency lost it would be adding more cost.  Mr. Ozmint stated that if the request is not approved $50,000 will be lost upfront and the agency would have no leverage.  Mr. Ozmint said that they will listen to advice from their lawyers in terms of settlement negotiations.  


Mr. Evans stated that there is a risk of adverse attorney’s fees.  Mr. Chellis asked what was that going to cost.  Mr. Evans said that he does not know that anyone could expect what that would be.  He said that will depend on how far up the level of appeal the case goes.  Mr. Ozmint noted that one could get hit with fees at any level of appeal.  


Governor Sanford stated that there is a much greater cost the Board is dealing with and that is the idea of having a workforce in place that has certain standards that have to be upheld.  He said that if one lets that slide from a managerial standpoint there will problems in the long run in running any team.  He said that in this case a supervisory employee was viewing pornographic material on a state run computer and sent it to subordinates and had some subordinates come into a room to view it.  He said that Mr. Ozmint got rid of the employee.  He further stated that the bigger cost overall is having someone who is running the team to be able to have the capacity to discipline within Mr. Ozmint’s agency or any agency.  He said to appeal the decision may or may not cost the State, but there is a bigger cost in terms of discipline within Mr. Ozmint’s team or others team within State government.  Mr. Chellis said that Governor Sanford’s point is well taken about the discipline cost to the State.  


Upon a motion by Mr. Eckstrom, seconded by Mr. Cooper, the Board approved the request by the South Carolina Department of Corrections to appeal a State Employee Grievance Committee decision.
Information relating to this matter has been retained in these files and is identified as Exhibit 4.

Office of State Budget:  Permanent Improvement Project (Regular Session #4)

Mr. Eckstrom stated that he has heard from each of the agencies or institutions that want to have their capital projects approved and have the Board rescind what it unanimously did at the meeting.  He moved to have the Board agree to have the moratorium run until the next Board meeting, instead of running until the end of September which effectively delays the projects until the Board meets in November.  He said the Board would agree to have the moratorium run until the September Board meeting and have the projects come back at the next meeting.  He said that still provides the Board with a three month moratorium.  He said this reasonably accomplishes what the Board was after which was to pause for a moment and look at the cost of the requests with respect to the actual development of state revenues.  He stated that the Treasurer’s Office has told him that the Coastal Carolina University project on the agenda would experience some significant arbitrage rebate implication.  He stated that the project is being funded by a 2007 bond issue and if the proceeds are not used there will be a cost to the institution.  He said that he does not have a problem releasing that project now, but that he would respectfully ask that the Board consider ending the moratorium on September 23 and permit the rest of the projects to move forward.  Mr. Eckstrom’s motion was not seconded.


Senator Leatherman stated that he was hearing that for a number of projects in the item, especially the College of Charleston, temporary measures will have to be taken and will cost additional money, if there is a delay.  Mr. Eckstrom said that he has heard things like that and that was based on the belief that there would not be an opportunity for the Board to approve the projects until November.  He said that he has no objection to any of the projects, but from the standpoint of trying to balance costs against revenues the Board took the right action at its last meeting to catch its breath on the requests and look at the projects carefully going forward.  Senator Leatherman commented that every project that comes before the Joint Bond Review Committee is being scrutinized and a lot of hard questions are being asked of the agencies.  He said the agencies are being asked if they can live within what they are proposing and if they answer maybe their projects are not approved.  He said that if the agencies answer yes then they are told that they will not get one dollar more than what they have requested.  


Mr. Chellis stated that when the Board put the moratorium on in the last meeting he looked at the projects ahead of the Board doing so and saw that a majority of the money was coming from different areas.  He said that he does not know if the Board is the right one to make the decision of which projects could be used for the absorption of that budget, in lieu of the fact of the 3% reduction of expenditures the Board has put on the agencies.  He stated that he would like to bring those projects back on board with the caveat that agencies are to look at the projects and make the determination whether or not to use the money for the project.  He said, for example, that if they do not go ahead with the College of Charleston project it could easily in six months cost another $300,000 on an $800,000 project.  He said there may be other projects that are in the same situation or may lose funds that are not state funds, but are private funds like the project at Clemson University.  

Mr. Chellis moved to bring all of the projects from the last meeting back on board with the caveat that each agency looks at those projects and make sure that the project is a higher priority than the budget cut and if it is the agency can make that decision rather than putting that decision on the Board when the Board does not know each of those projects individually.  Governor Sanford stated that says a lot about the spending process when 30 days into the moratorium that put a pause on the projects the thought is now to dissolve what was done just 30 days ago in terms of a 90 day moratorium and he noted that Mr. Eckstrom is proposing less than that.  He said based on the idea of fiscal prudence and setting aside money, capital projects should be no more exempt than other spending.  

Senator Leatherman seconded Mr. Chellis’ motion.  He stated that looking at the projects very few if any are coming out of the budget.  He said that the fact that there will be a shortfall in revenue this year will not impact these projects.  He said that the projects are long term and involve bonds of some sort and that in many cases the bonds have already been issued.  He said for that reason he is supporting what Mr. Chellis is proposing.  Governor Sanford stated that in the long run the budget is impacted because if one finishes a building at the College of Charleston or a driving range at Clemson the general fund will pay for maintenance over time.  He stated those things may get built with private funds but the taxpayer takes care of them.  He said that there is a recurring cost that goes with many of the projects.

Mr. Eckstrom moved to amend Mr. Chellis’ motion to continue the moratorium until September 23, 2008, with exception that the Coastal Carolina project for the stadium addition be approved to be built with funds that are available now.  Governor Sanford seconded Mr. Eckstrom’s motion to amend Mr. Chellis’ motion.  Senator Leatherman moved to table the amendment.  Senator Leatherman, Mr. Chellis, and Mr. Cooper voted to table the amendment.  Governor Sanford and Mr. Eckstrom voted against the motion to table the amendment.  The motion to table passed.  

Mr. Fusco asked Mr. Chellis for clarification of what his motion was.  Mr. Chellis stated that his motion was to approve all projects carried over from the June 2008 meeting provided that each agency head revisit the prioritization use of the funds in light of the budget restrictions.

Upon a motion by Mr. Chellis, seconded by Senator Leatherman, the Board approved the following permanent improvement project establishment requests and budget revisions, as noted herein, which have been reviewed favorably by the Joint Bond Review Committee, that were deferred by the Board at its June 17, 2008, meeting, provided that each agency head revisit the prioritization and use of funds in light of budget restrictions.  [Secretary’s Note:  Mr. Chellis, Senator Leatherman, and Mr. Cooper voted for the motion.  Governor Sanford and Mr. Eckstrom voted against the motion.]  The projects appeared on the June 17, 2008, agenda as regular session item #6 (a) through (z).  The Board approved items (s), (v), (w), (y), and (z) at that time and deferred items (a) through (r), (t), (u), and (x).  The Board’s action at its August 12, 2008, meeting approves regular session #6 items (a) through (r), (t), (u), and (x) that were deferred by the Board on June 17, 2008:


Establish Project for A&E Design Funding

(a)
Summary 8-2008:  JBRC Item 1.  Clemson University


Project:
9873, Golf Practice Facility Construction


Request:
Increase budget to $943,500 (add $250,000 Other, Private Donation funds) to begin design work for phase III of construction of a golf practice facility for the golf team at Clemson.  The project was established in January 2007 for construction of two phases, including drainage, irrigation, a driving range, practice greens and a short game practice area.  Phase III will include construction of an approximately 6,600 square foot clubhouse facility with locker rooms, meeting rooms, offices, a repair shop and a service kitchen.  The Clemson golf team currently has a locker room at the Madren Center Golf Course and a small amount of space in the Robinson practice facility.  Additional space will allow for team meetings, planning and more cohesive team management.

(b)
Summary 8-2008:  JBRC Item 2.  Coastal Carolina University


Project:
9554, Atheneum Hall Renovation


Request:
Establish project and budget for $30,000 (Other, Renovation Reserve funds) to begin design work to renovate Atheneum Hall at Coastal Carolina.  The renovation will provide office space for alumni staff, dining and meeting facilities for alumni events, and two suites for visiting faculty, guest speakers and dignitaries.  It will also include renovations to the roof, mechanical, electrical and plumbing systems.  The facility has not had a major renovation since its construction in 1966.  Alumni staff share cramped office space with the Advancement Department and alumni functions are held in a remote location without direct access to the University.  The renovation will incorporate Alumni Affairs into the heart of the campus and address deferred maintenance needs of the building.
(c)
Summary 8-2008:  JBRC Item 3.  Coastal Carolina University

Project:
9555, Kingston Hall Annex Construction


Request:
Establish project and budget for $40,000 (Other, Renovation Reserve funds) to begin design work to construct an approximately 9,000 square foot addition to Kingston Hall at Coastal Carolina.  The 12,700 square foot Kingston Hall currently houses admissions and financial aid, while the registrar and bursar offices are housed in other locations on campus.  Students must currently travel back and forth across campus to these offices to accomplish the enrollment process and problem resolution is often a multi-step process.  The addition of the annex will allow the university to create a one-stop shop and centralize representatives of these offices into a single service delivery point for students. The work will also include painting, recarpeting and some HVAC work on the existing building.

(d)
Summary 8-2008:  JBRC Item 4.  Coastal Carolina University

Project:
9556, Science Building Lab/Office Annex Construction

Request:
Establish project and budget for $170,000 (Other, Renovation Reserve funds) to begin design work to construct an approximately 40,000 square foot annex to the science building at Coastal Carolina.  The annex will include science labs, faculty offices and supply spaces.  The science building was constructed in 1980 when the student population was much smaller.  Existing labs are housed in converted classroom spaces with insufficient air handling and inadequate water and gas supplies.  Workstation setups are not conducive to high quality science instruction and science faculty are housed in three separate buildings, making interdisciplinary research and student-faculty interactions difficult.

(e)
Summary 8-2008:  JBRC Item 5.  Coastal Carolina University


Project:
9557, Williams Brice Building/Kimbel Arena Addition/Renovation


Request:
Establish project and budget for $310,000 (Other, Renovation Reserve funds) to begin design work to create a student recreation complex and an improved basketball practice facility at Coastal Carolina.  The work will include adding to, renovating and addressing deferred maintenance at the Williams Brice Building and Kimbel Arena to create the complex.  The proposed addition will be approximately 55,000 to 60,000 square feet.  Currently, the recreational and arena facilities are shared by several sports which does not allow scheduling flexibility for use by athletes and students participating in intramural sports and wellness and fitness offerings.  Intramural sports are competing with academics for space as more evening classes are scheduled.  Williams Brice, the recreation center, was constructed in 1971 when the student population was less than 800 students, compared with 7,800 students now.

(f)
Summary 8-2008:  JBRC Item 6.  Coastal Carolina University


Project:
9558, Kimbel Library/Information Commons Expansion/Renovation


Request:
Establish project and budget for $75,000 (Other, Renovation Reserve funds) to begin design work to expand and renovate the Kimbel Library at Coastal Carolina.  The 15,000 square foot addition will create an information commons area which will be a technology-rich, student-centered study, reference, and tutorial center available 24 hours a day, seven days a week.  The renovation will include improving the front entrance, updating the circulation area and making interior improvements to provide a more welcoming appearance.  The library was constructed in 1976 when the student population was much smaller and was designed for library collections.  The expansion and renovation will address expanded student needs and the recommendations of the Southern Association of Colleges and Schools that the library’s infrastructure, capacity, shelving and building layout be improved.

(g)
Summary 8-2008:  JBRC Item 7.  South Carolina State University


Project:
9644, Wilkinson Hall Repair/Renovation


Request:
Establish project and budget for $250,000 (Other, Renovation Reserve funds) to begin design work to repair and renovate Wilkinson Hall at SC State.  The 23,625 square foot facility was constructed in 1938 and is listed on the National Register of Historic Places.  It was closed in May 2007 due to effluent issues and indoor air quality problems, resulting in the displacement of the Admissions and Records, Financial Aid and Accounts Receivable programs.  These programs relocated to temporary sites on campus, but the space is not adequate.  The facility also has approximately $1 million of accumulated deferred maintenance.  The work is expected to include interior renovations, HVAC, plumbing, and electrical improvements, and ADA compliance.

(h)
Summary 8-2008:  JBRC Item 8.  USC - Columbia


Project:
6050, Preston College Fire Protection/Renovation


Request:
Establish project and budget for $280,000 (Other, Housing Maintenance Reserve funds) to begin design work to renovate the Preston College housing facility at USC.  The work will include installing a fire protection system, upgrading the fire alarm, emergency lighting and voice/data systems, improving interior finishes, and replacing domestic hot and cold water lines.  The facility was built in 1939 and is one of the University’s historical buildings.  The work is needed to modernize the building and to meet current life safety code requirements.

(i)
Summary 8-2008:  JBRC Item 9.  USC - Columbia


Project:
6051, DeSaussure Fire Protection/Renovation


Request:
Establish project and budget for $350,000 (Other, Housing Maintenance Reserve funds) to begin design work to renovate the DeSaussure College housing facility at USC.  The work will include installing a fire protection system, upgrading the fire alarm, emergency lighting, window, HVAC, electrical and plumbing systems, improving interior finishes, and renovating the kitchens.  The facility was built in 1809 and is the second oldest building on campus.  The work is needed to modernize the building and to meet current life safety code requirements.

(j)
Summary 8-2008:  JBRC Item 10.  USC - Columbia


Project:
6052, Health Sciences Renovation


Request:
Establish project and budget for $1,800,000 (Institution Bond funds) to begin design work to renovate the Health Sciences Building at USC.  The building was constructed in 1961 and is currently configured as office space and wet labs.  The renovation will include reconfiguring the space to academic offices and classrooms, upgrading the building’s mechanical, electrical, and plumbing systems, and repairing the building’s exterior envelope.  The work is needed to modify the interior layout to meet new program requirements, replace worn interior and exterior finishes, and provide academic space for a core University program.

(k)
Summary 8-2008:  JBRC Item 11.  USC - Columbia


Project:
6053, Athletic Venues Construction


Request:
Establish project and budget for $750,000 (Athletic Revenue Bond funds) to begin design work to construct outdoor athletic venues at USC.  The work will include demolishing the existing baseball field, Spring Sports Center and three Roost buildings and developing 12 tennis courts and a lacrosse field with associated seating, lighting and scoreboards.  The new baseball stadium will be completed prior to the start of this project.  The functions in the demolished buildings will relocate and ultimately move into new facilities in the Athletic Village.  The new athletic venues are part of the University’s Athletic Master Plan.  The women’s lacrosse field will meet a Title IX requirement for women’s athletics, which requires a fair share of athletic programs for men and women, and the tennis courts will provide a central location for practice and competition courts for the men’s and women’s tennis teams.

(l)
Summary 8-2008:  JBRC Item 12.  USC - Columbia


Project:
6054, Athletic Coaches Support Building Construction


Request:
Establish project and budget for $2,000,000 (Athletic Revenue Bond funds) to begin design work to construct an approximately 53,000 square foot athletic coaches support facility at USC.  The new facility is a component of the University’s Athletic Master Plan and redevelopment of the Roost area.  It will accommodate offices for coaches, athletic administration, and other athletic support facilities and will replace the Roundhouse which is experiencing structural issues.  The facility will also consolidate all coaches offices scattered around campus into the heart of the Athletic Village.

(m)
Summary 8-2008:  JBRC Item 13.  USC - Columbia


Project:
6055, Athletic Village Garage and Maintenance Facility Construction


Request:
Establish project and budget for $650,000 (Athletic Revenue Bond funds) to begin design work to construct a parking garage in the Roost area at USC to support new construction as part of the University’s Athletic Master Plan and Roost site redevelopment.  The proposed facility will accommodate approximately 335 vehicles and include a grounds maintenance area for equipment and functions required to maintain the athletic fields on the site.  The new facility will provide the parking requirements for the proposed construction of the 185,000 square foot Athletic Village in the Roost area.

(n)
Summary 8-2008:  JBRC Item 14.  USC - Columbia

Project:
6056, Athletic Village Infrastructure Development

Request:
Establish project and budget for $1,200,000 (Athletic Revenue Bond funds) to begin design work to construct the infrastructure needed to support the facilities included in USC’s Athletic Master Plan for the Roost site redevelopment.  The work will include grading, landscaping, constructing retaining walls, sidewalks, walkways, and utilities, and connecting to and upgrading the central energy plant.  The Roost site redevelopment centers on the creation of an Athletic Village with multiple buildings and athletic venues.  This work is needed to ensure that the utilities are available to implement all construction requirements in the Athletic Master Plan and that USC’s design guidelines are maintained for each project.

(o)
Summary 8-2008:  JBRC Item 15.  USC - Columbia


Project:
6057, Patterson Hall Renovation


Request:
Establish project and budget for $3,200,000 (Other, Housing Maintenance Reserve funds) to begin design work to renovate the Patterson Hall women’s dormitory at USC.  The nine-story facility was constructed in the mid 1960’s and will be renovated to convert student rooms to a suite style arrangement and create office space for housing administration.  The renovation will also include interior electrical upgrades, elevator and lobby restoration, interior painting, new furniture and carpet, structural modifications to address seismic code issues, and installation of a fire protection system.  The renovation is needed to modernize the building and meet current life safety code requirements.

(p)
Summary 8-2008:  JBRC Item 16.  Budget and Control Board


Project:
9867, Calhoun Building Interior Renovation


Request:
Establish project and budget for $160,000 ($82,000 - Other, Judicial Department and $78,000 - Other, Depreciation Reserve funds) to begin design work and obtain a cost estimate to renovate approximately 77,000 square feet of courtroom, office and support space in the Calhoun Building for the Judicial Department.  The proposed work will include architectural, structural, mechanical, electrical and fire protection renovations.  The renovation is needed to address space efficiency concerns of the Judicial Department, water damage to chambers and deferred maintenance on the facility.

(q)
Summary 8-2008:  JBRC Item 17.  Department of Disabilities and Special




Needs


Project:
9818, Whitten Center Fire Alarm Systems Backbone Replacement


Request:
Establish project and budget for $20,000 (Excess Debt Service funds) to begin design work to replace the campuswide fire alarm system at the Department of Disabilities and Special Needs’ Whitten Center in Clinton.  The system has served its useful life and repairs have become costly and labor intensive due to the mismatched equipment, outdated software and the unavailability of parts.  The new system will be a single vendor, fully addressable system needed to eliminate safety issues and costly, frequent service work for the center’s 27 buildings.

(r)
Summary 8-2008:  JBRC Item 18.  Department of Corrections


Project:
9691, Allendale Multi-Purpose Building Construction


Request:
Establish project and budget for $150,000 (Capital Reserve Funds) to begin design work to construct an approximately 6,000 square foot multi-purpose building at the Allendale Correctional Institution.  The design will be a site adaptation of Corrections’ prototypical multi-purpose facility, which is a pre-fabricated, metal building.  The facility will include a workroom, an open area for assemblies and multi-faith activities, administrative space and restrooms.  Allendale does not have dedicated space in its facilities for these activities.


Establish Construction Budget

(t)
Summary 8-2008:  JBRC Item 20.  College of Charleston


Project:
9636, AT&T Bell Building Electrical Improvements


Request:
Increase budget to $831,500 (add $800,000 Other, College Fee funds) to make electrical, mechanical and emergency power improvements in the AT&T Bell Building at the College of Charleston.  The project was established in March 2008 for pre-design work, which is now complete, and the College wishes to proceed with construction.  The improvements are needed to support new hardware to be acquired as part of the implementation of the BATTERY project, a new computer system, and to provide emergency power to the College’s Emergency Operation Center.  The existing computer system was implemented in 1989 and is obsolete.  The availability of uninterrupted electrical power is crucial for the operation and recovery of the College’s critical systems.  The agency reports the total projected cost of this project is $831,500 and no additional annual operating costs will result from the project.  The agency also reports that the projected date for execution of the construction contract is September 2008 and for completion of construction is February 2009.

(u)
Summary 8-2008:  JBRC Item 21.  Coastal Carolina University


Project:
9538, Athletic Training Facility Construction


Request:
Increase budget to $12,000,000 (add $5,845,000 - $2,245,000 Institution Bond, $2,850,000 Other, Coastal Educational Foundation and $750,000 Other, Chanticleer Club funds) to construct an approximately 52,000 square foot athletic training facility and additional seating for football at Coastal Carolina.  The project was established in September 2003 and revised in December 2005 to be completed in two phases.  The design phase is complete and Coastal Carolina wishes to proceed with construction.  The construction will include the addition of 1,690 seats to Brooks Stadium, with the area behind the seating to be constructed as an athletic training facility.  It will include a weight room, a cardio room, study rooms, locker rooms, office space for trainers, coaches and administrative staff, equipment, laundry and storage areas, and team meeting rooms.  The construction is needed to support the football program and to free up space in the current Athletic Administration Building to be used for needed faculty offices for the Department of Humanities and Fine Arts.  The agency reports the total projected cost of this project is $12 million and additional annual operating costs ranging from $171,000 to $180,000 will result in the three years following project completion.  The agency also reports the projected date for execution of the construction contract is December 2008 and for completion of construction is July 2010.  (See Attachment 2 for additional annual operating costs.)

(x)
Summary 8-2008:  JBRC Item 24.  State Board for Technical and 



Comprehensive Education


Project:
9978, Spartanburg - Gaines Building Renovation


Request:
Increase budget to $1,070,343 (add $930,343 Other, Local College funds) to renovate approximately 10,700 square feet in the Gaines Building at Spartanburg Community College to house the Corporate and Community Education Department.  The project was established in November 2006 to begin design work to renovate the building, which previously housed the main campus library.  Design is nearing completion and the College is ready to proceed with the renovation based on the current design cost estimate.  The renovation will include converting existing space to classrooms, a training room, administrative space and a sales department.  It will also include renovations to the HVAC, electrical, and plumbing systems, interior walls and finishes, a new entrance and roof repairs to address moisture problems.  The renovation is needed to consolidate Corporate and Community Education in one location and provide sufficient space for the programs.  The agency reports the total projected cost of this project is $1,070,343 and additional annual operating costs ranging from $27,213 to $30,002 will result in the three years following project completion.  The agency also reports the projected date for execution of the construction contract is November 2008 and for completion of construction is June 2009.  (See Attachment 3 for additional annual operating costs.)

After the vote on the motion, Governor Sanford stated that he finds it none other than unbelievable that the Board cannot hold a 90-day moratorium on spending in the middle of a national economic weakening.

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

Office of State Budget:  Department of Corrections Energy Performance Contract (R#4A)
The Department of Corrections established a project in December 2005 to begin work on an energy performance contract for $195,000 at five correctional institutions.  The contract would address energy savings and deferred maintenance on equipment in the five institutions.  Since that time, Corrections has issued a Request for Qualifications for interested energy service companies (ESCOs), conducted a selection process for qualified firms, and selected two ESCOs to submit proposals to identify energy savings projects, determine cost savings to be realized from implementation and determine other utility projects that could be financed through annual savings generated by the projects.  Through this process, the Department has chosen Johnson Controls to implement the energy performance contract.  In order to sign the contract by August 30, 2008, the Department requests Board approval of an increase to its permanent improvement project, N04-9675, Energy Performance Contract Implementation, from $195,000 to $14,558,568 to be funded with Master Lease Program funds.

The work will be performed at the Allendale, Broad River, Evans, Livesay, and McCormick Correctional Institutions.  It will include installing new energy efficient chillers, boilers, and a cooling tower, installing interior and exterior lighting upgrades, replacing and retrofitting toilets, showers, and sinks with low flow devices, upgrading chilled water and hot water pumps, and other measures.

Johnson Controls projects the guaranteed annual savings after implementation of all the energy projects at the five institutions at approximately $1.3 million.  Those savings will be used to payback the Master Lease funds over a 12-year period, financed at a rate of 5.25%.
Upon a motion by Mr. Eckstrom, seconded by Mr. Chellis, the Board considered and approved an increase to the Department of Corrections’ permanent improvement project N04-9675, Energy Performance Contract Implementation, from $195,000 to $14,558,568 to be funded with Master Lease Program funds, contingent upon the Joint Bond Review Committee’s approval. 
Information relating to this matter has been retained in these files and is identified as Exhibit 6.

Future Meeting


The Board agreed to meet at 10:00 a.m. on Tuesday, September 23, 2008, in the Governor’s conference room in the Wade Hampton Building; and agreed to meet on Friday, August 15, 2008, to consider an amendment to the State Health Plan for a differentiation in rates for smokers and non-smokers.  [Secretary’s Note:  Due to scheduling conflicts the Board on August 14, 2008, to consider an amendment to the State Health Plan for a differentiation in rates for smokers and non-smokers.]
Adjournment

The meeting was adjourned at 11:30 a.m.

[Secretary's Note:  In compliance with Code Section 30-4-80, public notice of and the agenda for this meeting were posted on bulletin boards in the office of the Governor's Press Secretary and in the Press Room, near the Board Secretary's office in the Wade Hampton Building, and in the lobby of the Wade Hampton Office Building at 3:15 p.m. on Friday, August 8, 2008.]

