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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING


December 11, 2008             10:00 A. M.
The Budget and Control Board (Board) met at 10:00 a.m. on Thursday, December 11, 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 and Division Director Rich Roberson; General Counsel Edwin E. Evans; Governor’s Deputy Chief Counsel Brandon Gaskins; Deputy State Treasurer Frank Rainwater; Comptroller General’s Chief of Staff Nathan Kaminski, Jr.; Senate Finance Committee Budget Director Mike Shealy; Ways and Means Committee Chief of Staff Beverly Smith; Board Secretary Delbert H. Singleton, Jr., and other Budget and Control Board staff.  


[Secretary’s Note:  The Board met immediately following a meeting of the State Education Assistance Authority, the members of which are the Budget and Control Board members, ex officio.]

Retirement Systems Discussion


Mr. Eckstrom stated that he wanted to add an item for discussion concerning the Retirement System and what the State is facing in terms of actions the Board will be required to take with regard to COLAs in a few months.  He said that the financial situation the State is facing in general will impact significantly the decisions the Board will have to make in the spring with respect to COLAs and that he wanted to start adjusting expectations now about what the Board will be able to do in the spring.  He said that it is no secret that the broad market is in a free fall and that that is no criticism against the Investment Commission and that there is none due.  He said that the Investment Commission has out performed benchmarks, but when benchmarks are as low as they have been there is not much satisfaction the State can take in out performing benchmarks because they are loss benchmarks.  He noted that there has been significant decline in the market value of the State’s portfolio in the last year.


Mr. Chellis said that the discussion will be a good one to bring up, but that the actuarial reports will not be available until March and that the Board will need more fiscal information.  Mr. Eckstrom said that one thing he wanted to ask is whether the Board should request that the reports be available sooner given the gravity of what the Board is dealing with.  Senator Leatherman asked whether the reports can be available earlier.  Mr. Chellis said that is what they are trying to find out because the reports are normally available in early March, but that perhaps the reports could be received in February.  Mr. Chellis noted that at the end of June the State was in decent shape, but that the problem is what has happened since September.  


Mr. Eckstrom said looking at the quarterly reports for the past few years the performance is significantly under the assumed performance.  He said over the last year the State has achieved an investment return of -10.9% for the year.  He stated that takes in the first quarter after June, but does not take in October or November which have numbers that are worse than that.  He said going back two years ago the plan experienced a -2.7% return and over the last three years there has been a 0.6% return on the investments.  He noted that over a five year period there has been a 3.5% return.  Mr. Eckstrom stated that the assumed rate of return is 8% and in any of those periods that are available the State’s portfolio has underperformed.  


In further discussion Mr. Eckstrom noted that across the State, State employees are getting pink slips and no raises.  He said that the Board needs to think very seriously about whether employees are given pink slips and no raises and continue its tradition of COLAs on a routine basis. 


Mr. Chellis noted the Investment Commission retreat just concluded and as a result part of what was decided was to move some of the allocations back to more defensive positions.  He said that they are going to do a rolling twelve month period so that movement can be made in and out of the market more rapidly.  Mr. Eckstrom asked Mr. Chellis what he meant by a rolling twelve month period.  Mr. Chellis explained that means looking at the periods together rather than saying there is going to be an allocation seven different ways and letting it sit there.  He said this will allow quicker reaction to changes.  Mr. Eckstrom asked whether that was because the policy was changing.  Mr. Chellis responded it was because of the policy change to which Mr. Eckstrom replied that that was a good policy change.  Mr. Chellis said all of that is being looked at, but that they really need the right people present to discuss the issues.  Mr. Eckstrom stated that is why he only brought it up to start the discussion.  


Governor Sanford stated that he agrees with the discussion and that he has made his sentiments known at any number of meetings where he voted against the COLA increase because the numbers are not actuarially sound.  He said that one can dance around it if one likes, but unless the numbers are falsified the bottom-line of where things are going to end up is that the COLA is not sustainable.  He said that is tragic because he believes that it was built on wholly optimistic numbers.  He noted that there is a real disconnect between the assumed rate of return and the actual rate of return.  He said that one of the things that the Board does not have its arms around is the private equity numbers in which there is $2.1 billion committed.  He stated that there has been a lot of carnage with regard to private equities.  
Adoption of Agenda for Budget and Control Board
Upon a motion by Mr. Cooper, seconded by Senator Leatherman, the Board adopted the agenda as proposed.

Minutes of Previous Meeting


Upon a motion by Mr. Eckstrom, seconded by Mr. Chellis, the Board approved the minutes of the November 6, 2008, Budget and Control Board meeting.
Blue Agenda


Upon a motion by Mr. Eckstrom, seconded by Senator Leatherman, the Board approved blue agenda items, except as otherwise noted herein.  

Office of State Budget:  Real Property Acquisitions (Blue Agenda Item #1)

The Board approved the following real property acquisition as recommended by the Office of State Budget [Secretary’s Note:  Blue Agenda Item 1(b) was approved by separate vote of the Board]:

	(a)
	Agency:
	Department of Parks, Recreation and Tourism

	
	Acreage:
	51.4± acres of undeveloped land

	
	Location:
	On SC Highway 11 adjacent to Caesars Head State Park

	
	County:
	Greenville

	
	Purpose:
	To provide access to hiking trails within Caesars Head State Park and Jones Gap State Park and to help preserve the Scenic Highway 11 corridor.

	
	Appraised Value:
	$460,000

	
	Price/Seller:
	$175,792 / Naturaland Trust

	
	Source of Funds:
	Federal

	
	Project Number
	P28-9709

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	No additional annual operating costs will result from the acquisition.  The agency will construct some trails and signage for an estimated cost of $10,000 which will be funded with Other, Park Revenue funds.

	
	Current Year Property Tax:
	$189

	
	Approved By:
	JBRC on 12/03/08

	
	Additional Information:
	Title to all property held in a state agency or department name has been transferred to the State under the control of the Budget and Control Board.  These properties must be titled to the State of South Carolina.  



With regard to blue agenda item 1(b), Mr. Eckstrom stated that it does not seem like the time for Lander University to be acquiring property from its foundation.  Dianne Newton with Lander University appeared before the Board on this item.  She stated they have been trying to buy the property for 18 years and there is house on the property that has fallen into disrepair and has not been occupied over the last five years.  She said college campuses and empty buildings are not a good mix and they really need to get the building taken down.  She said that when the owner finally approached them to sell the property they could not act quickly so the Lander Foundation stepped in and bought the property.  She said that the Lander Foundation agreed to purchase the property and be paid back.  She noted that the Lander Foundation is only being paid the appraised value of the property although it paid much more for the property.  Mr. Eckstrom reiterated his concern for Lander University using institution funds to make the purchase at this time.  Ms. Newton stated that they had the money for this purchase set aside for the past six years.  


Senator Leatherman said that vacant buildings on college campuses are not desirable for many reasons.  Ms. Newton noted that they have made attempts to keep the property up because the owner was not doing so and because it was in the middle of their parking lot.  She stated that there has been vandalism around the house and that they are sensitive to empty buildings because a student was murdered on their campus in an empty building years ago.  


Governor Sanford said that the point that is being made by Mr. Eckstrom is that in exceedingly tough economic times does it send the right signal to other agencies of government to have Lander University purchase the property when there is a foundation that owns the property that could do all that Ms. Newton is talking about with regard to vacant buildings.  He said the danger of the building could be dealt with through a number of means and let the land sit as open space until the economy turns around.  Ms. Newton said the property will sit as open space, but that the foundation did buy the property with the understanding that Lander University would buy the property back from the foundation.  Governor Sanford noted that times change and things change and that Mr. Eckstrom is raising the point that the State is in very tough times.  


Upon a motion made by Senator Leatherman, seconded by Mr. Cooper, the Board approved the real property acquisition for Lander University.  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 item, Governor Sanford said that he finds it absolutely baffling that $67,000 is going to be spent to bail out a foundation so that the taxpayers can then buy the building that the foundation already owns and leave that $67,000 unavailable to a whole host of other agencies across state government that are looking at truly draconian choices in this budget year and the one that is upcoming.  
	(b)
	Agency:
	Lander University

	
	Acreage:
	0.21± acres with an 1,066 square foot residence

	
	Location:
	At 403 Willson Street

	
	County:
	Greenwood

	
	Purpose:
	To eliminate all private property within the Lander Campus perimeter.

	
	Appraised Value:
	$67,000

	
	Price/Seller:
	$67,000 / Lander Foundation

	
	Source of Funds:
	Other, Institutional funds

	
	Project Number:
	H21-9526

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A - The residence will be demolished.

	
	Additional Annual Op Cost/SOF:
	No additional annual operating costs will result from the acquisition.  The university will demolish the existing residence to create a green space for an estimated cost of $20,000 which will be funded with Other, Institutional funds.   

	
	Current Year Property Tax:
	None

	
	Approved By:
	CHE on 11/07/08; JBRC on 12/03/08


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

General Services:  Real Property Transaction (Blue Item #2)

The Board approved the following property conveyance as recommended by the General Services Division:

	
	Agency:
	Department of Transportation

	
	Acreage:
	2.5± acres

	
	Location:
	South side of Highway No. 9

	
	County:
	Horry

	
	Purpose:
	To transfer the former Loris Section Shed site back to the State in accordance with the reverter clause in 1953 deed from the Forestry Commission.

	
	Price/Transferred To:
	N/A / State of South Carolina


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

Local Government:  Grant Request (Blue Agenda Item #3)

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

Grantee:


City of Greer/Greer CPW

Grant Request:

$100,000
Purpose/Description:
The project includes the construction of a pump station and force main to provide sewer service to the Gateway/Greer International Business Park located near SC 101.

Project Impact:
Approval of the request will assist the Greer CPW provide sewer service to this new business park comprised of approximately 190 acres.

            Cost of Project:

$981,690
OLG Recommendation:
$100,000 toward eligible construction costs.  Contributions from the following sources will provide the balance:  Duke Energy, Advance SC, AT&T, private developers, and the City of Greer.
The Board approved the following grant request as recommended by the Office of Local Government:  City of Greer, Greer CPW, $100,000 toward eligible construction costs. 


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

Procurement Services Division:  Procurement Audits (Blue Agenda Item #4)

The Procurement Services Division, in accord with Section 11-35-1210, audited the following agencies and recommended certification within the parameters described in the audit reports for the following limits (total potential purchase commitment whether single-or multi- year contracts are used):

Clemson University (for a period of three years):  supplies and services, $1,500,000* per commitment; information technology, $1,000,000* per commitment; consultant services, $1,500,000* per commitment; revenue generating management services, $15,000,000* per commitment; construction contract, $3,000,000 per commitment; construction contract change order, $500,000 per change order, architect/engineer contract amendment, $100,000 per amendment.
Department of Public Safety (for a period of three years):  supplies and services, $200,000* per commitment; information technology,$100,000 per commitment; consultant services, $100,000* per commitment; construction contract change order, $25,000 per change order; architect/engineer contract amendment, $5,000 per amendment.

Senator Leatherman said that Clemson University is asking to increase its procurement exemption [sic].  He said that his understanding is that all of the universities are looking at their exemption [sic] in light of price escalations.  He said that this is not a criticism of what Clemson is doing.  He said that Clemson is doing a good job. 


Senator Leatherman moved that the item be carried over until all of the recommendations are in and deal with them at one time.  Mr. Cooper seconded the motion.


Mr. Fusco noted for the record that Clemson would retain its current level of authority.  Ms. Kathy Coleman with Clemson University stated that they are in agreement with Senator Leatherman’s motion.  Governor Sanford asked why Clemson would not want to have its certification approved now given that they could save money and increase efficiency now rather than later.  Governor Sanford asked whether this is something that Clemson wants or not.  Ms. Coleman said that it is, but that carrying the item over would be fine with Clemson and that they concur with Senator Leatherman.


Mr. Eckstrom asked whether the plan was for General Services [sic] to come back with a broad exemption [sic] certification that would apply to all institutions.  He said he does not think that is appropriate because there are some institutions that are much larger and some much smaller and that those certifications should be different based upon the size of the institution.  Mr. Voight Shealy, the Materials Management Officer, stated that his plan is to follow the direction of the Board.  Mr. Shealy said that he is not certain that he understands what he is being asked to do.


Senator Leatherman said he is aware that all of the institutions are looking to raise their exemption [sic] level from the Procurement Code, his thought was to allow them to come at one time.  He stated that Mr. Eckstrom would see different levels for different institutions being proposed.  He said that the entire package should be looked at instead of having to piecemeal the recommendations.  Mr. Eckstrom noted that they have been piecemealed historically and asked when the matter would come back before the Board.  He asked whether that is a movement underway and Senator Leatherman said that to his understanding it is.  Mr. Eckstrom said that the Board would not want to tie the hands of an agency that has a need.  Mr. Shealy commented that historically the institutions have been dealt with one at a time because of the audit schedule and that recommendations are made as the audits are done.  Mr. Eckstrom asked whether that means there will be across the board audits on the institutions as part of reestablishing limits.  He said that it seems as if the old system worked pretty well and that MMO’s audit staff was not inundated with requests to go out and audit all institutions at once.  He noted that the Board was able to consider the request on an institution to institution basis.  


Senator Leatherman said he knows the way the budget process works and although this is not the budget process there is a feeling that when one agency gets the next agency gets.  He said that his line of thinking was that the Board should look at the entire package.  Mr. Eckstrom asked when the matter might come back before the Board.  Senator Leatherman stated that what he is hearing is not later than June.  Ms. Coleman said that she thinks that it is the schedule of the audit and that in the previous round in 2005 some universities were taken together and the levels were set.  She stated that Clemson does want the certification level, but is not opposed looking at it in light of all the other universities.  


Governor Sanford stated that what Mr. Eckstrom points out is what is the plague of South Carolina government and that is that when one institution receives something then another has to get it as well.  He said that as a result the State ends up at 135% of the U.S. average for the cost of State government because the State is viewed as a series of individual political fiefdoms as opposed to what makes the most sense for one institution irrespective of what makes sense for another.  He said that if Clemson has a legitimate need with regard to purchasing power that does not exist with a much smaller school like Lander University, he does not know why the Board would want to go down the road that it is headed.


Mr. Eckstrom asked Mr. Shealy how many auditors he has on his staff.  Mr. Shealy responded that he has four procurement auditors on staff.  Mr. Eckstrom asked how many hours would it take to do an audit at a higher education institution.  Mr. Shealy responded that the auditors would normally be at a higher education institution for a month or a little more with a team of two or three auditors.  Mr. Eckstrom noted that the staff could probably do two audits a month.  He asked how many audits would need to be done between now and June in order for him to come back with a recommendation based on the results of audits.  Mr. Shealy said he is not sure but that they could endeavor to address each institution and come back to the Board with a recommendation of the institutions as a package.  Mr. Eckstrom asked Mr. Shealy whether he is saying that auditing all of the higher education institutions is doable.  Mr. Shealy said that they can not complete full audits of all of the institutions during that time, but that they could work out a schedule of limited review of each institution and meet that target.  


Governor Sanford said that the big issue is whether fiscal restraint is impossible particularly given the year in which we are living.  He said that what he is hearing with the motion is let us wait until this summer to deal with money that could be saved in the spring and early summer with regard to procurement at Clemson.  He said why not do the reverse and allow Clemson to go ahead and make the procurement change now and then come back in June after the audit is done and if it needs to be applied to the other universities vote on that then.  He said that it seems to him that there is money to be saved over the next six months and he does not see why the Board should wait until it has the complete package to move forward on this item.


Mr. Chellis moved to approve the item and Mr. Eckstrom seconded the motion.  The motion passed.  Mr. Chellis, Mr. Eckstrom, and Governor Sanford voted for the motion.  Senator Leatherman and Mr. Cooper voted against the motion.  Mr. Fusco asked whether the motion was to approve the item as presented.  Mr. Chellis said that the motion also included going forward with the study that Senator Leatherman wanted.
Upon a motion by Mr. Chellis, seconded by Mr. Eckstrom, the Board, in accord with Section 11-35-1210, granted the following procurement certifications within the parameters described in the audit reports for the following limits (total potential purchase commitment whether single-or multi- year contracts are used) for the following agencies:

Clemson University (for a period of three years):  supplies and services, $1,500,000* per commitment; information technology, $1,000,000* per commitment; consultant services, $1,500,000* per commitment; revenue generating management services, $15,000,000* per commitment; construction contract, $3,000,000 per commitment; construction contract change order, $500,000 per change order, architect/engineer contract amendment, $100,000 per amendment; and
Department of Public Safety (for a period of three years):  supplies and services, $200,000* per commitment; information technology,$100,000 per commitment; consultant services, $100,000* per commitment; construction contract change order, $25,000 per change order; architect/engineer contract amendment, $5,000 per amendment.
The Board also instructed staff to study the certification limits of the colleges and universities.
Information relating to this matter has been retained in these files and is identified as Exhibit 4.

Executive Director:  Qualified Public Educational Facilities (2008 Volume Cap Carry-forward) (Blue Agenda #5)

Internal Revenue Code Section 26 U.S.C. Section 142(k) for qualified public educational facilities and Section 142(a)(13) were added by Section 422(a) and (b) of P.L. 107-16 in 2001. Section 142(k) provides a separate and independent volume cap for qualified public educational facilities to be used for the issuance of bonds for public educational facilities. These bonds are not subject to the general volume limitation under Code Section 146 but are subject to a separate volume limitation set forth in Code Section 142(k). No regulations for this provision have been promulgated.

The volume cap for qualified public educational facilities is governed by Section 142(k)5.  That Section provides, in part, the following:

(B)
Allocation rules.

….

(ii)
Rules for carry-forward of unused limitation. A State may elect to carry forward an unused limitation for any calendar year for 3 calendar years following the calendar year in which the unused limitation arose under rules similar to the rules of section 146(f), except that the only purpose for which the carry-forward may be elected is the issuance of exempt facility bonds described in subsection (a)(13).

The volume cap for calendar year 2008 was $44,077,090 and has been unused.  The Board is asked to elect to carry-forward the entire volume cap for 2006 to be used for the issuance of bonds for qualified public educational facilities as described in Section 142(a)(13) and authorize the filing of a carry-forward election with the Internal Revenue Service in connection with such allocation.  Pursuant to Section 142(k)(5)(B)(ii) the carry-forward will be valid for the next three calendar years.
The Board approved the carry-forward of the unused volume cap allocation for qualified public educational facilities for calendar year 2008 to be used for the issuance of bonds of such bonds and authorized the filing of a carry-forward election with the Internal Revenue Service in connection with such allocation to be valid for the next three calendar years.
Information relating to this matter has been retained in these files and is identified as Exhibit 5.

Executive Director:  Ceiling Allocation Extension (Blue Item #6)
On September 23, 2008, the Board granted a tentative ceiling allocation for the Horsehead Corporation project in the amount of $50,000,000 with an expiration date of December 22, 2008. Bond counsel indicated that due to current market conditions the company may not be able to finalize its financing arrangements in order to close on the bonds prior to December 22, 2008, as previously anticipated.  The company has further indicated that the bonds may be issued in one or more series or tranches, with a portion of the bonds drawn down before December 31, 2008, and a portion after that date  

In accord with S.C. Code of Laws Section 1-11-560(C), bond counsel requested an extension of the volume cap allocation to December 31, 2008, which is not more than 31 consecutive calendar days and which is a total of not more than on 121 days from the date of the allocation.  Additionally, bond counsel requested on behalf of the company for the Board to approve a carry-forward of any portion of such allocation not utilized in 2008 beyond calendar year 2008 in accordance with Section 1-11-560(A) and (G).  The project is a solid waste disposal project which qualifies for carry-forward designation IRS Code Section 142(a)(6).
In accord with Code Section 1-11-560(C), the Board granted bond counsel’s request for an extension of the volume cap allocation to Horsehead Corporation project in the amount of $50,000,000 to December 31, 2008; and granted bond counsel’s request on for the Board to approve a carry-forward of any portion of such allocation not utilized in 2008 beyond calendar year 2008 in accordance with Section 1-11-560(A) and (G).

Information relating to this matter has been retained in these files and is identified as Exhibit 6.
Executive Director:  Economic Development-2008 Ceiling Allocations (2008 Volume Cap Carry-forward) (Blue Item #7)
The initial balance of the 2008 state ceiling allocation is $374,655,265.  In accord with Code Section 1-11-520, $149,862,106 (40% of the total) was designated as the state pool and $224,793,159 (60% of the total) was designated as the local pool.  Allocation requests for 2008 totaling $340,100,000 have been received thus far.  There is presently a state ceiling balance of $74,405,265 remaining for 2008.  This does not include special volume cap of $138,015,397 solely for single- and multi-family housing projects for calendar year 2008 granted by Congress pursuant to the 2008 Housing and Economic Recovery Act (HERA).  There is presently a balance of $138,015,397 in the 2008 HERA state ceiling.

In accord with S.C. Code of Laws Section 1-11-500, et seq., the State Education Assistance Authority requested carry-forward of the tentative allocation of $170,000,000 granted on September 23, 2008, and any remaining portion of the 2008 state ceiling for use in subsequent years. 

The South Carolina State Housing Finance and Development Authority, in accord with Section 1-11-500, et seq., requested that any unallocated 2008 state ceiling balance remaining at the end of the calendar year be designated to them as carry-forward for use in subsequent years and/or that any unallocated 2008 HERA state ceiling balance remaining at the end of the calendar year be designated to them as carry-forward for use in subsequent years.

The Spartanburg Housing Authority, in accord with Section 1-11-500, et seq., also requested that $17,750,000 of the 2008 state ceiling balance remaining at the end of the calendar year be designated to them as carry-forward for use in subsequent years for its Gallery Hill Apartments Hope VI Project (a 106-unit multifamily and senior rental housing project).

Mr. Eckstrom asked how this item has changed.  Mr. Fusco stated that the Education Assistance Authority would receive $170 million in carry-forward plus $57 million for a total of about $227 million going forward.  Mr. Eckstrom asked whether ceiling allocation would be made directly to the Spartanburg Housing Authority.  Mr. Fusco said that is correct and that Spartanburg Housing Authority was going to work with the State Housing Authority.  


Senator Leatherman asked whether the houses were subsidized houses.  Mr. Eckstrom commented that this is a Hope VI project.  John Van Duys, attorney for the Spartanburg Housing Authority, stated that Spartanburg is going to put in an application with HUD for a Hope VI grant for revitalization of a large area in the City of Spartanburg as a gateway to downtown.  He said that one element of that is a 106 unit multifamily project for which the allocation will be used.  He said that as a condition of the grant application Spartanburg would need to demonstrate to HUD that it has an allocation for the multifamily portion.  


Senator Leatherman said that his question is whether the housing is subsidized.  Mr. Van Duys said that some of the housing that is being renovated is public housing that is being paid for by the federal government.  He said that a large housing unit will be torn down and replaced with more dispersed living arrangements, but the units will continue to be occupied by recipients of housing assistance.  Senator Leatherman asked whether there would be some new units and what percentage would that be.  Mr. Van Duys said that all of the existing units are going to be torn down and replaced with new facilities.  He said that the 106 units are multifamily units and not the public housing that is paid for by the federal government.  He said that type of public hearing which will be in different structures.  Mr. Eckstrom asked whether the $17.75 million ceiling allocation will go to build the 106 multifamily units.  Mr. Van Duys stated that that was correct.  Mr. Eckstrom noted that is roughly $175,000 per family.  


Governor Sanford said that he was in Congress when the Hope VI program was created and voted against it in its initial passage in 1998.  He said that the program has been criticized because it takes existing stock of low income housing and demolishes it.  He said that in these trying economic times it does not make sense to demolish houses or apartments that could be repaired.  He noted that the Bush Administration has been trying to kill this program since 2001 because it achieved its initial goal of demolishing 100,000 distressed public housing units.  He said that through 2007 HUD has issued over $5.7 billion in HOPE VI grants.  He said it has recently been criticized because of crime.  He said that he applauds what Spartanburg is trying to do, but it does not make sense to tear down a bunch of existing housing units during this economic climate.


Mr. Van Duys said that there are two main structures to be demolished.  He said that one is a 1970’s housing tenement that will be much more expensive to renovate than tearing it down and building a new facility.  He said the other is a motel project that has been a magnet for criminal activity that is right in the gateway to the City of Spartanburg.  He said that Spartanburg City Council and the Mayor of Spartanburg are very interested in getting those two facilitites dealt with for the general welfare of the City.  Governor Sanford asked whether that would end the crime or move it somewhere else.  Mr. Van Duys said that unlike Governor Sanford’s concern about the larger tenements being torn down and the replacements built in the suburbs, the replacement housing for this project will be built in the same general area.  Governor Sanford said there would be less housing stock and asked where would those people go.  Mr. Van Duys said that there would be fewer units and the other people would qualify for vouchers.  Governor Sanford asked whether they would go to the suburbs.  Mr. Van Duys said that they would go to other for private for profit apartments that would accept vouchers.  Governor Sanford asked whether one could take the money and buy a lot of houses that have been foreclosed on in Spartanburg for a whole lot less.  He said that if $175,000 is going to be spent per unit of public housing that ultimately it is not about the public housing because one can take that same money and buy foreclosed houses in Spartanburg for a lot less.  Governor Sanford asked Mr. Van Duys what his opinion is about that point.  Mr. Van Duys stated that if the alternative is to give someone $175,000 to buy a house in Spartanburg there probably would be interest in that, but that his client has not been presented with that.


Mr. Chellis asked whether senior housing rentals are part of the 106 units.  Mr. Van Duys said that the tenants would qualify because of their low income or because they are elderly.  He said that Spartanburg has a demand for housing from retirees.  


Mr. Eckstrom asked what the investment appetite is for bond issues along these lines.  Mr. Van Duys said that in the current market there are very few tax-exempt bonds being issued.  He stated that a lot of the financing will depend on the type of credit enhancement involved in the transaction.  Mr. Eckstrom asked whether the project is dependent upon getting the volume cap.  Mr. Van Duys stated that it will be a part of the Hope VI application.  Mr. Eckstrom asked that since the application has not been submitted how would the project be funded if HUD says no to the Hope VI request.  Mr. Van Duys said that the carry-forward would be available for any other multifamily project that the Housing Authority of the City of Spartanburg would do over the next three years.  


Mr. Eckstrom further asked what precedent exists for the Board to give ceiling allocation to regional housing authorities.  Mr. Van Duys stated that he has had two separate bond issues that have been issued under this process, one for the City of Columbia Housing Authority and another for Housing Authority for the City of Rock Hill.  Mr. Eckstrom asked when that would have occurred.  Mr. Singleton said about three to four years ago.  


Senator Leatherman asked whether there would be a carry-forward for Spartanburg in addition to the 106 units being built or additional units somewhere else.  Mr. Van Duys said there would be a carry-forward.  Senator Leatherman asked whether this would close the door on other areas of the State that may want to avail themselves of this program or is the Board authorizing use of money in which part will be used now and part will be carried forward.  Mr. Van Duys said that the allocation the Board is being asked to consider would otherwise expire at the end of this calendar year.  He said that this is a method in which it will be preserved for use over the next three calendar years.  He stated that in January the 2009 allocation will be available for other projects.


Senator Leatherman stated that his question is whether money is being set aside when other areas of the State may have a particular need for it.  Mr. Van Duys said that the money is being set aside for the Spartanburg Housing Authority and that if the Charleston Housing Authority wanted it they could not get it, but he noted they have not asked for this money.  


Mr. Eckstrom moved that the allocation not be granted to the Spartanburg Housing Authority and that the allocation go to the State Housing Authority.  Governor Sanford seconded the motion.  Mr. Eckstrom said that the State Housing Authority has been tasked with how bond allocation should be distributed across the State.  He said that the State Housing Authority is in a position to know what other projects in the State need to be funded and what the needs are for multifamily housing units and single family private homes.  Senator Leatherman pointed out to Governor Sanford that the chairman cannot second a motion.  Senator Leatherman then seconded Mr. Eckstrom’s motion.
Upon a motion by Mr. Eckstrom, seconded by Senator Leatherman, the Board, in accord with Code Section 1-11-500 et seq., denied the allocation of $17,750,000 to the Spartanburg Housing Authority from the 2008 state ceiling balance remaining at year-end for carry-forward for its Gallery Hill Apartments Hope VI Project; authorized carry-forward of the tentative allocation of $170,000,000 granted on September 23, 2008, and the allocation of any remaining portion of the 2008 state ceiling balance at year-end to the State Education Assistance Authority for its student loan program for carry-forward for the next three calendar years and authorized the filing of a carry-forward election with the Internal Revenue Service in connection with such allocations; and authorized the allocation of any remaining 2008 Housing and Economic Recovery Act state ceiling balance at year-end to the South Carolina State Housing Finance and Development Authority for use in the issuance of bonds for qualified housing issues to be designated to them as carry-forward through the end of calendar year 2010, authorized the allocation of $17,750,000 from the 2008 state ceiling balance remaining at year-end to the South Carolina State Housing Finance and Development Authority for use in the issuance of bonds for qualified housing issues to be designated to them as carry-forward for the next three calendar years and authorized the filing of a carry-forward election with the Internal Revenue Service in connection with such allocations.

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

Office of State Budget:  Fiscal Year 2008-09 Budget (Regular Session Item #1)

On December 10, 2008, The Board of Economic Advisors (BEA) met to review the current year revenue forecast.  After considering many state and national economic factors the BEA reduced the FY 2008-09 general fund revenue estimate downward to $6,327,251,608, a reduction of $919,110,507 below the projection used in the FY 2008-09 Appropriation Act.  In addition the BEA projects a shortfall in the Homestead Exemption Fund for FY 2008-09 of $46,917,763.  This fund is considered an “open-ended” account and a general fund obligation pursuant to Section 11-11-156 (A)(6) of the South Carolina Code of Laws.


The reduction of the entire Capital Reserve Fund on August 12, 2008 by the Board and the targeted reductions made in the passage of the FY 2008-09 Appropriation Rescission Act in October 2008 totaled $621,076,472.  In order to limit statewide expenditures and avoid a year-end general fund deficit an across-the-board reduction of $344,582,441 (6.3%) would be needed to adjust FY 2008-09 expenditures to match the BEA revised revenue estimate.


Proviso 80A.11 of the FY 2008-09 Appropriation Act authorizes the Board to take action to avoid a year-end deficit.  Proviso 80A.11 further states that any reduction in the rate of expenditure by the Board is to be “applied as uniformly as may be practicable.”  Section 6-27-20 of the South Carolina Code of Laws (State Aid to Subdivisions Act, Local Government Fund) provides that if mid-year cuts are mandated by the Budget and Control Board, a separate majority vote of the Board is required to reduce the Local Government Fund.  The statute further states that “these cuts are permitted only to the extent that counties and municipalities do not receive less funding than received in the immediate preceding fiscal year.”

Les Boles, director for the Office of Stat Budget, appeared before the Board on this item.

Mr. Eckstrom asked Mr. Boles to explain how the Homestead Exemption Fund shortfall arose.  Mr. Boles said that he calls this the one penny sales tax swap where the State raised the sales tax by one cent to offset the operating costs of school districts back to the school districts.  He stated that calendar year 2007 was the base year and calendar tax year 2008 was increased by the base year plus inflation population which is 4.7%.  He said the reimbursement obligation has risen where the sales tax has plummeted.  He said the shortfall is projected to be $46 million.  He reminded the Board that last fiscal year there was a shortfall of $14 million that the general fund had to offset.  Mr. Eckstrom asked whether the number was the difference between the base that was struck when the fund came online and the increase in population plus inflation to which Mr. Boles said that was correct.  


Mr. Eckstrom further stated that the assumption is that school operations are going up 4.7% while significant cuts are being made to state operations.  Mr. Boles stated that that is correct.  Mr. Eckstrom stated that is the way the Act is written.  Mr. Boles said that the Act totally replaces the property taxes that a school district would be raising separate from what the general fund would normally pay to school districts for EFA.  Mr. Eckstrom said that what is being done is that there is an increase in the amount that is being paid by almost 5%.  He said that the State is probably obligated by the act to do so, but that at the same time the Board is making double digit cuts at the state level for operations.  


Mr. Boles said that with the Rescission Act school districts, and the Department of Education, were cut 3.6%.  Mr. Eckstrom asked who made the allocation.  Mr. Boles stated that the General Assembly’s targeted cut was 3.6%.  Mr. Eckstrom asked who decided how that got distributed within the Department of Education.  Mr. Boles replied that the Superintendent of Education would have worked with the school districts to come up with the allocation.  Mr. Boles also noted that funds from the EIA are being reduced by $81 million for the current fiscal year.  Mr. Eckstrom noted that it is being reduced because of the decline in sales tax revenues.


Senator Leatherman commented that the bulk of the cut went to the Department of Education’s administration rather than going out to the school districts.  Mr. Eckstrom asked Mr. Boles whether the information he had indicated whether most of the cut went out to the school districts.  Mr. Boles replied that he did not readily have that information.  He stated that the cut for K-12 was $88 million.  Senator Leatherman commented that initially there was a 3% reduction and when the Rescission Act was passed an additional 0.6% reduction was for the Department of Education’s administration rather than sending it out to the school districts.  Governor Sanford noted that about 80% of the cut went to the school districts and 20% went to the Department of Education.  


In further discussion Governor Sanford asked Mr. William Byars, Director for the Department of Juvenile Justice, what an across the board budget cut would mean for his agency.  Mr. Byars said that with federal and state cuts to his agency’s budget his agency has been cut about 18.6% since last May.  He said that this round of budget cuts would take their reductions up to about 25%.  He said in going through their budget he has to look at what is constitutionally required pursuant to the court order under which the Department operates.  He said that he can find about 2% more in the agency’s budget, but beyond that they tread upon very dangerous ground.  He said that the chance is very strong that they will not be able to comply with the minimum standards that have been set for the Department to meet.  He said to make a 6.3% cut in the remaining time in the fiscal year probably means more layoffs and the closing of major facilities such as detention centers or evaluation centers which the Department is ordered to operate.  He said they will make every good faith effort that they can, but that it will be dangerous.  


Governor Sanford asked Mr. Byars whether he thought a 6% cut would be catastrophic.  Mr. Byars said that it would.  Governor Sanford asked Mr. Byars whether targeted cuts made more sense than across the board cuts.  Mr. Byars said that the targeted cuts made more sense, but that they would come later in the fiscal year which means that more would have to be cut to meet the target.  Governor Sanford asked Mr. Byars whether he would pick across the board cuts or targeted cuts to reduce the budget.  He said that he would have to pick a middle ground and ask the Board to allow the Department to deficit spend like the Department of Corrections.  He said that his agency will not be able to take the entire cut and the courts will be running the juvenile justice system.  Governor Sanford said that is a secondary question and that the question is across the board cuts versus targeted cuts.  Mr. Byars asked when would the legislature act.  Governor Sanford said that the same money could be sequestered in the different agencies.  Mr. Eckstrom said that is a different solution.  Governor Sanford said that it was not because legislature could act expediciously when it is back in session.  Mr. Eckstrom asked whether that was really a targeted cut because a meaningful targeted cut means that there is good public debate that goes on about the cuts.  Governor Sanford said that if one talks with some freshman legislators and others who are at the bottom of the totem poll they would say that there is not a lot of spirited debate on the vote that they take on the budget that is presented to them.  Mr. Eckstrom said that is not what is being asked for, but rather meaningful targeted cuts.  He said for the legislature to do meaningful targeted cuts they have to get with the agencies to talk about their programs.  He said that in order to do smart cuts it is going to take considerably more effort than the legislature is going to have time to put into the process.  Governor Sanford said that would presume that there is no level of degree of familiarity with the agencies.  He said if one looks at the conversation that he has been having for the past 18 months as folks began to deal with tightening budgets, staff members for Senate Finance and Ways and Means have become intimately familiar with the juxtaposition of where the agencies are concerning their budgets.  Mr. Eckstrom pointed out that in the last round of targeted cuts the cuts resulted in the same level of cuts for most agencies which indicates that there was some across the board cuts being made.  Governor Sanford said there were distinctions in the cuts that were made in the way the legislature shielded education, healthcare, and corrections.  


After further discussion concerning the merits of across-the-board cuts, the Board took the following action to reduce the budget.

Upon a motion by Mr. Chellis, seconded by Senator Leatherman, the Board, pursuant to Proviso 80A.11, approved an across-the-board general fund reduction of 6.3% for all agencies totaling $344,582,441 except where prohibited by proviso or statute.  With the exception of Governor Sanford, all of the Board members voted for the item.  The Board did not take a vote to reduce the Local Government Fund.

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

Office of State Budget:  Permanent Improvement Projects (Regular Session Item #2)

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 [Secretary’s Note:  With exception of item (g), the Board unanimously approved the permanent improvement projects.  As indicated below, a separate vote was taken on item (g)]:
Establish Project for A&E Design Funding
(a)
Summary 4-2009:  JBRC Item 1.  College of Charleston


Project:
9639, Craig Cafeteria Kitchen Renovation


Request:
Establish project and budget for $10,500 (Other, Auxiliary funds) to begin design work to renovate the former Craig Cafeteria kitchen into a catering kitchen at the College of Charleston.  The college moved its central cafeteria to the new George Street dormitory complex in August 2007.  The new cafeteria has no central kitchen and all food preparation is done in front of customers at food stations throughout the facility.  This leaves the college with no capability for using the new dining facility for catering purposes.  The college will renovate the former 1960’s vintage kitchen and associated service areas for use as a catering kitchen to meet food service needs for meetings, dinners, receptions and special events.

(b)
Summary 4-2009:  JBRC Item 2.  Medical University of South Carolina


Project:
9802, Psychiatric Institute Generators, ATS and Switchgear Replacements


Request:
Establish project and budget for $35,000 (Other, Institutional Capital Project Funds) to begin design work to replace the generators, automatic transfer switches, and switchgear in the Psychiatric Institute at MUSC.  MUSC’s main computer data center is located in this building and it is critical to the university’s mission that the equipment be replaced to support the continued operation of the data center.  The existing equipment is beyond its useful life, unreliable, underrated for current building loads, and located in a flood zone.  The new equipment will be located out of the flood zone.

(c)
Summary 4-2009:  JBRC Item 3.  Medical University of South Carolina


Project:
9803, Clinical Sciences Building Third Floor Renovation


Request:
Establish project and budget for $45,000 (Other, Neurosciences Practice Plan funds) to begin design work to renovate a portion of the third floor of the Clinical Sciences Building at MUSC for the Department of Neurosciences.  The department needs to expand office space availability for its physicians and mid level practitioners.  Approximately 15,000 square feet on the third floor will be renovated to provide 35 private offices, 56 open office modules, and administrative support spaces to provide for the consolidation of the Neurology and Neurosurgery groups to save on staffing.

(d)
Summary 4-2009:  JBRC Item 5.  State Board for Technical and Comprehensive Education


Project:
9997, Greenville Industrial Complex B Renovation


Request:
Establish project and budget for $15,000 (Other, Local funds) to begin design work to renovate approximately 8,430 square feet in the B wing of the Industrial Complex at Greenville Tech’s Barton Campus.  The renovation will house a 40-station welding program and associated classroom and support spaces.  The renovation was determined to be needed during a comprehensive college-wide budget analysis associated with recent budget cuts.  The welding program was originally programmed to be housed in a new facility on the Northwest Campus, but that project has been reduced in scope as part of cost cutting measures.  Demand for welders will continue to rise and expanding the program to provide 40 additional stations will help to meet that need.

(e)
Summary 4-2009:  JBRC Item 6.  Office of the Adjutant General


Project:
9739,  Florence Field Maintenance Shop Construction - Phase I


Request:
Establish project and budget for $63,345 (Federal funds) to begin design work to construct a new field maintenance shop in Florence for the National Guard.  The facility will be constructed in two phases on property to be leased from Florence-Darlington Tech.  Phase I will consist of a maintenance shop with work bays, administrative space, parking and infrastructure to maintain heavy trucks, vehicles and engineering equipment.  Phase II will consist of additional work bays and administrative spaces and will be constructed when additional federal funds become available.  The existing maintenance shop in Hemingway does not meet current or future Army requirements, is one fourth the size authorized to support the facility’s mission, and is in poor condition.  The project will be 100% federally funded.

(f)
Summary 4-2009:  JBRC Item 7.  Office of the Adjutant General


Project:
9740, Sumter Readiness Center Addition Construction


Request:
Establish project and budget for $69,750 (Federal funds) to begin design work to construct an approximately 14,234 square foot addition to the Sumter Readiness Center.  The addition will include classroom, training, administrative and storage spaces, kitchen upgrades, and parking to achieve proficiency in required training tasks.  The addition is needed to provide adequate readiness center space for the 351st Aviation Support Battalion, a new battalion which has been assigned to the Sumter Readiness Center.  The existing armory is not adequate to meet the needs of the unit.  The project will be 100% federally funded.


Establish Construction Budget


With regard to regular session item 2(g) Governor Sanford asked whether it would make more sense given the current economic times to go with a limited start up especially since this represents a 50% increase in what was originally approved.  Dr. Tim Hardee with Central Carolina Technical College said that they have changed the project because of the additional funding they have received.  He stated that they received an EDA grant of $1.5 million that enabled them to move forward with the project to complete it at one time rather than in phases.  Governor Sanford asked what caused the increase in the budget.  Dr. Hardee said that part of their numbers were from 2006 and that the architect working on the project found additional things that needed to be done for the renovation and that increased the cost.  Governor Sanford said that the contractors and subcontractors he has talked to said they are seeing some fairly significant drops in pricing of raw material and labor.  He asked why that would not begin to be reflected in these numbers.  Dr. Hardee said that when the project is put out for bids he hopes that it is competitive at that time.  


Senator Leatherman asked Dr. Hardee what would be done with the money if the project is put out for competitive bid and it comes in less that budgeted amount.  Dr. Hardee stated that they would only do what is before the Board for approval.  Senator Leatherman asked what would happen to the left over money.  Dr. Hardee said that part of their funding is from $5 million in bonds and they would not have to use that dollar amount.  


Upon a motion by Mr. Chellis, seconded by Senator Leatherman, the Board approved the following permanent improvement project.  Mr. Chellis, Senator Leatherman, and Mr. Cooper voted for the item.  Governor Sanford and Mr. Eckstrom voted against the item.

(g)
Summary 4-2009:  JBRC Item 11.  State Board for Technical and Comprehensive Education


Project:
9981, Central Carolina - Sumter Health Science Acquisition/Renovation


Request:
Increase budget to $16,800,000 (add $16,100,000 - $4,904,913 Appropriated State, $2,083,564 Federal, and $9,111,523 Other, Local, Loan and Institutional Capital Project Funds) to renovate a 69,400 square foot facility in Sumter to provide program space for health sciences programs at Central Carolina Technical College.  The project was established in December 2006 and increased in May 2008 to accept the donation of 4.2 acres of land and the former retail facility from the City of Sumter and begin work to renovate the building.  The college has completed the pre-design work and wishes to proceed with full design and construction.  The project will incorporate energy efficiency measures including upgrading the building envelop, replacing the HVAC system, lighting system reductions and other measures.  The existing health sciences facility is shared with other programs, is too small to accommodate growth in the programs to meet current needs, and does not meet accreditation standards.  The agency reports the total projected cost of this project is $16.8 million and additional annual operating costs ranging from $134,916 to $150,000 will result in the three years following project completion.  The agency also reports the projected date for execution of the construction contract is July 2009 and for completion of construction is August 2010.  (See Attachment 1 for this agenda item for additional annual operating costs.)

(h)
Summary 4-2009:  JBRC Item 12.  Budget and Control Board


Project:
9850, Blatt Building Air Handler Fans Replacement


Request:
Increase budget to $545,400 (add $520,900 Appropriated State funds) to replace the air handler fans on the HVAC system in the Blatt Building.  The project was established in January 2008 to do the required pre-design work which is now complete.  The work will include replacing the variable pitch fans with new variable frequency, fixed blade fans.  The existing air handler fans are inefficient and obsolete and parts are difficult to find.  The new fans will improve efficiency of the systems and indoor air quality in the building.  The agency reports the total projected cost of this project is $545,400 and no additional annual operating costs will result from the project.  The agency also reports the projected date for execution of the construction contract is July 2009 and for completion of construction is January 2010.

(i)
Summary 4-2009:  JBRC Item 13.  School for the Deaf and The Blind


Project:
9540, Health and Assessment Center Renovations


Request:
Increase budget to $1,428,834 (add $245,000 Federal funds) to provide for energy efficiency measures in the renovation of the Health and Assessment Center at the School for the Deaf and Blind.  The project was established in December 2007 with funds appropriated by the General Assembly for this project.  The original budget did not include provisions for compliance with the Energy Independence and Sustainable Construction Act of 2007, which became law after the funds were appropriated.  The school applied for and received federal funds for additional renovation work needed to meet LEED Silver Certification under the law.  The additional work includes replacing flush valves, plumbing fixtures, HVAC components, lighting fixtures and windows and adding attic insulation.  The agency reports the total projected cost of this project is $1,428,834 and annual operating cost savings of $1,500 will result in the three years following project completion.  The agency also reports the projected date for execution of the construction contract is May 2009 and for completion of construction is January 2010.  (See Attachment 2 for this agenda item for annual operating cost savings.)

(j)
Summary 4-2009:  JBRC Item 14.  Department of Natural Resources


Project:
9847, Florence - Region 2 Hub Office Building Construction


Request:
Increase budget to $1,900,000 (add $1,000,000 - $200,000 Federal and $800,000 Other, Deer Revenue and Law Enforcement funds) to construct an 8,315 square foot regional hub office for the Department of Natural Resources in Florence.  The project was established in March 2003 to build a new headquarters building for the Pee Dee Region in Florence.  Since that time, the agency has experienced delays in locating a site for the building, reorganizations within the agency, and delays in designing a cost effective facility to meet current program needs.  Pre-design work has now been completed and the agency wishes to proceed with full design and construction.  The 8,315 square foot facility will be located on property purchased from the Francis Marion University Educational Foundation and will provide office and 
program space for 13 staff in four divisions.  The divisions are currently housed in trailers that are in poor condition.  The project will incorporate energy efficient interior and exterior walls, HVAC system, lighting, window glazing and insulation, and other measures.  The agency reports the total projected cost of this project is $1.9 million and additional annual operating costs of $13,030 will result in the three years following project completion. The agency also reports the projected date for execution of the construction contract is April 2009 and for completion of construction is January 2010.  (See Attachment 3 for this agenda item for additional annual operating costs.)


Increase Budget

(k)
Summary 4-2009:  JBRC Item 15.  The Citadel


Project:
9600, Stevens Barracks Renovation


Request:
Increase budget to $2,400,000 (add $150,000 Other, Auxiliary Maintenance Reserve funds) to provide funds for unforeseen termite damage repairs to ceilings and upgrades to the service elevator and to replace contingency funds in the renovation of the Stevens Barracks at The Citadel.  The project was established in May 2007 for design and increased in December 2007 with state funds appropriated specifically to renovate the unoccupied 1940 barracks.  During the renovation, Formosan termite damage was discovered in the gallery ceilings which had to be replaced before students occupied the barracks in August 2008.  In addition, the college determined the 1940 service elevator needed to be upgraded to meet safety requirements.  Additional contingency funds are needed to complete final payments to the contractor.  The agency reports the total projected cost of this project is $2.4 million and additional annual operating costs ranging from $19,500 to $21,000 will result in the three years following project completion.  (See Attachment 4 for this agenda item for additional annual operating costs.)


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

Office of Human Resources:  Approval of Sales Incentive Pay Plan for the Department of Commerce (Regular Session Item #3)
Section 8-1-190 of the South Carolina Code of Laws, 1976, provides as follows:  “Notwithstanding other provisions of law, the Budget and Control Board is authorized to enter into pilot programs with individual agencies in order to create innovation in State Government.”  Pursuant to that statute, the Secretary of Commerce, Mr. Joe E. Taylor, Jr., requested approval for a Sales Incentive Pay Plan for the Global Business Development Department.  The Department will use the incentive plan to help recruit, retain and motivate staff members with direct responsibility for recruiting industry to South Carolina.

In addition, the Office of Human Resources requested that the Board delegate to it the authority to approve revisions to the pilot program that do not substantially alter the fundamental components of the approved program.

An annual assessment will be reported to the Board beginning in March 2009.

Mr. Eckstrom commented that care should be given to not refer to the incentive pay plans as bonuses because there are other areas of the law that would not permit payment of bonuses.  He stated that there is a difference between incentive compensation and a bonus.
Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board approved the Department of Commerce’s Sales Incentive Pay Plan as a five year pilot program, beginning in January 2009, and delegated to the Office of Human Resources the authority to make revisions to this pilot program that do not substantially alter the fundamental components of the approved program.  


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

Future Meeting


The Board agreed to meet at 9:00 a.m. on Tuesday, February 24, 2009, in the Governor’s conference room in the Wade Hampton Building.
Executive Session

Office of General Counsel:  Legal Matter (Approval of Settlement) (Exec. Session Item #1)


Upon a motion by Mr. Chellis, seconded by Senator Leatherman, the Board approved the proposed Settlement and Release in the case of Witherspoon Wilson Associates v. Lexington County Community Mental Health Center, Civil Action No.:  2004-CP-32-3307.  [Secretary’s Note:  The Board did not convene in Executive Session.]
Adjournment

The meeting was adjourned at 11:55 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 11:00 a.m. on Tuesday, December 9, 2008.]

