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STATE WATER QUALITY REVOLVING FUND AUTHORITY REGULAR SESSION
MEETING OF December 12, 2012 ITEM NUMBER  /

AGENCY:  Water Quality Revolving Fund Auathority

SUBJECT:;  South Carolina Water Quality Revolving Fund Authority FY 13 Clean Water
State Revolving Fund Loan Policies

The Clean Water State Revolving Fund is a long-term low-interest loan program capitalized by
EPA and administered by the Budget and Control Board Office of Local Government to provide
affordable financing for local sewer facilities. Through a series of stakeholder meetings and a
review of nationwide best practices in state administration of the Clean Water State Revolving
Fund, the Office of Local Government is proposing (two new components to the policies
governing the program, extended term financing for disadvantaged communities and refinancing
of existing debt in conjunction with a new SRF loan.

Extended term financing was determined allowable by the EPA in 2008 and since that time,
multiple states have designed programs to offer this service to their customers. Communities
with populations less than 20,000 and with an MHI less than 80% of the state MHI often cannot
afford the debt service on SRF loans with standard 20 year terms. This would allow borrowers in
this situation to extend their term up to 30 years based on the useful life of the facilities to make
the {oan affordable.

The refinancing of existing debt in conjunction with a new SRF loan will allow borrowers with
current debt with high interest rates to lower their overall debt service when pursuing new
projects and will facilitate the takeover of non-viable systems with debt at high interest vates.
The Office of Local Government is requesting allowance of up to $3 million per year of the
available funding be eligible for refinancing, not to exceed more than 25% of new project costs
and prohibiting partzal refinance of Rural Development debt.

AUTHORITY ACTION REQUESTED:

Approve the inclusion of Extended Term Financing and Refinancing of Existing Debt in the
Clean Water State Revolving Fund according to the parameters defined in the attached policies,
and allow the Office of Local Government to adjust these initial parameters annually based on
experience and available funding.

ATTACHMENTS:

Agenda item worksheet; FY 13 Clean Water State Revolving Fund Loan Policies



BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

Meeling Scheduled for: December 12, 2012 Agenda: Regular
1. Submitted By: _
{a) Agency. B&C Bd. ~ Office of Locamf 9\__‘\
{b) Authorized Official Signature: 1 {"J
2. Subject:

Meeting of the South Carolina Water Quality Revolving Loan Authority
FY 13 Clean Waler State Revolving Fund Loan Policies

3. Summaty and Background Information:

The Clean Wealer Stale Revolving Fund is a long-term low-interest loan program
capitalized by EPA and administered by the Budget and Control Board Office of Local
Govemment fo provide affordable financing for local sewer faciities. Through a series of
stakeholder meelings and a review of nationwide best practices in state administration of the
Clean Water State Revolving Fund, the Office of Local Govemment is proposing two new
components fo the policies goverring the program, extended term financing for disadvantaged
communifies and refinancing of existing debt in conjunction with a new SRF foan.

Exfended term financing was detenmnined allowable by the EPA in 2008 and since that
time, muftiple stafes have designed programs fo offer this service fo their cusfomers.
Communities with populations less than 20,000 and with an MHI jess than 80% of the stafe
MHI offen cannol afford the debt service on SRF loans with standard 20 year terms. This
would alfow borrowers in this situation to extend their term up fo 30 years based on the usefil
fife of the facifities to make the loan affordable.

The refinancing of existing debt in conjunction with a new SRF loan will allow borrowers
with current debt with high interest rates to lower their overall debt service when pursuing new
profects and will facilitate the takeover of non-viable systems with debt at high interest rates.
The Office of Local Govemment Is requesting allowance of up to $5 million per year of the
available funding be eligible for refinancing, not to exceed more than 25% of new project costs
and prohibiting pattial refinance of Rural Development debt.

4. What is Board asked to do?

Acting in its capacity as the South Carolina Water Quality Revolving Loan Authority,
approve the inclusion of Extended Term Financing and Refinancing of Existing Debt in the
Clean Water State Revolving Fund, according to the paramelers defined in the attached
poficies, and affow the Office of Local Government to adjust these initial parameters annually
based on experience and available funding.

5 What is recormendation of Board Division jnvolveds
Approve the inciusion of Extended Term Financing and Refinancing of Existing Debt in
the Clean Waler State Revolving Fund according o the parameters defined in the altached
poficies, and affow the Office of Local Government to adjust these initial parameters annually
based on experience and available funding..

6. Recomrmendation of other Division/agency (as requirear?
(a) Authorized Signature:
(b)Y Division/Agency Name:

7. Supperting Documents
(a) List Those Aftached;
FY 13 Clean Water State Revolving Fund Loan Palicies.
{b) List Those Not Attached But Available From Submitter:




SOUTH CAROLINA WATER QUALITY REVOLVING FUND AUTHORITY
CWSRF
STATE WATER POLLUTION CONTROL REVOLVING FUND

MAJOR FINANCIAL POLICIES FOR FY 2013 LOANS
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Note:  Inquiries should be directed to the Office of Local Government, SC Budget and Control Board,
which administers the Fund for the Awthority.
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CWSRF
STATE WATER POLLUTION CONTROL REVOLVING FUND

MAJOR FINANCIAL POLICIES FOR FY 2013 LOANS

ELIGIBILITY

Loan applications may be submitted to the Authority in care of the Budget and Control Board,
Office of Local Government, for any eligible project that appears on the DHEC Priority List. No
loan application will be considered complete until DHEC approves a CWSRY preliminary
engineering report and issues a construction permit for the project, or alternative approval, as
appropriate to the type of project.

All eligible and reasonabie costs associated with completing a project, including 20 year reserve
capacity, engineering expenses for the planning, design and construction phases, and legal and
appraisal fees may be included in a loan. Specific determinations of eligibility will be made by
DHEC. Under certain limited circumstances, refinancing of existing debt may be allowable for
inclusion in a loan. See Section IV,

Loans will only be approved by the Authority for creditworthy applicants that can adequately
demonstrate the ability to repay the requested loan,

INTEREST RATES

Fixed rate financing for up to 100% of total eligible project costs is available according to the
following interest rates and oriteria for all TY 2013 loans, regardiess of when closed.

|. Standard Rate - 50% discount to the January through August, 2012 average of the Bond
Buyer 20-Bond GO Index, rounded to the nearest tenth percent.
The resulting Standard Rate for FY 2013 is 1.90%.

The Standard Rate is set prior to the beginning of the federal fiscal year and will remain in
effect until July 31, 2013, the deadline to quaiify for a FY 2013 loan. Under extraordinary
circumstances (significant changes in the municipal bond rmarket), the Authority reserves the
right to alter the standard rate within a given fiscal year,

2. Small System Rate - .50 percentage point below Standard Rate

The Small System Rate is available to project sponsors according to the following criteria:

{a) Total service area population less than 10,000, with total service area being defined as the
project sponsor's legal boundaries plus all aress beyond such boundaries where the entity
provides sewer service and water service, if applicable;

{by Total service area median household income (MHI), not project area MHI, less than the
state MHI ($43,939) based on the 2006-201( 5-year American Community Survey (ACS)
estimates; and



{c} Theannual residential user charge (inside rate), including any adopted rate increase, based
on 6,000 gallons monthly usage, is at least 1.00% of the applicants MHI, an index called
the tevel-of-effort (LOE).

The Authority will make population determinations based on the latest figures and estimates
available from the Budget and Control Board's Office of Research and Statistics (ORS), and
other sources, as appropriate. The service area population and MHI must be calculated by ORS
for any county or special purpose district, and for any municipality with more than 25% of its
customers outside of its incorporated area. When a loan is requested for a joinily owned
facility (including purchasers of capacity in a facility) by the legal owner of the facility,
population shall include all such joint owners. This paragraph also applies to the Hardship
Rate. :

. Hardship Rate - 1.00 percentage point below Standard Rate

The Hardship Rate, available for & revenue or general obligation security pledge, applies only
when the loan term is set at the maximum allowable length and under the following conditions.

(a} Total service area median household income (MHI), not project area MHI, is less than
$35,151 (80.00% of the state MHI) based on the 2006-2010 5-year American Community
Survey (ACS) estimates;

(b} Total service arca population is fess than 20,000, with total service area being defined as
the project sponsor's legal boundaries phus all areas beyond such boundaries where the
etitity provides sewer service and water service, if applicable; and

(¢} The annual residential user charge (inside rate}, including any adopted rate increase, based
on 6,000 gallons monthly usage, is at least 1.50% of the applicants MHI (a 1,50% LOE
index),

See last paragraph of the immediately preceding section on the Small System Rate for
information concerning population and MHI calculations applicable to the Hardship Rate.

All systems qualifying for the Hardship Rate are also deemed to be Disadvantaged Corununity
Systems and may be eligible for extended term financing addressed in Section HL

. Oreen Rate - Constant 1.00%

The Green Rate is available for projects, or portions of projects, meeting EPA Green Project
Reserve criteria, or for nonpoint source projects where at least 25% of the costs apply to best
management practices, Such rate is not applicable to new collector lines in unsewered areas,

. Takeover Rate - Constant 1.00%

The Takeover Rate is available to any project sponsor, regardless of size and MHI, that
assumes legal ownership of an entire non-viable wastewater system serving residential
customers. Such rate applies to the cost of replacing or upgrading infrastructure necessary to
ensure compliance with the Clean Water Act, but only that portion of costs directly attributable
to serving the existing population is eligible for this rate. Any purchase price involved in
acquiring a system is not eligible.



IIL

iv.

VI

LOAN TERM

The loan term may not exceed 20 years from the project completion date or the payment initiation
date, whichever occurs first. A shorter term is available, but it does not reduce the interest raie.

Upon approval by EPA of extended term financing (ETF) for South Carolina, the loan term may be
extended up to 30 years for a Disadvantaged Community System {defined as meeting the Hardship
Interest Rate requirements), not to exceed the useful fife of the project and when necessary for
affordability. For such systems, use of the extended term financing option will add .10% to the

inferest rate.

REFINANCING EXISTING DEBT

For FY 2013, a maximum of $5 million will be made available to refinance existing debf for one or
more project sponsors according to the following criteria.

{a} Refinancing may only oceur in conjunction with a new SRF loan, is limited to no more than
25% of new project costs, does not apply to existing SRF loans or prior SRF loans that were
refunded by bank or market issues, and is necessary for affordability of the new project.

(b) Any debt to be refinanced must have been issued afier March 7, 1985 and met federal
requirements as if the project had received SR¥ funding at the timme. Requirements governing
the use of Davis-Bacon will be based on EPA guidance.

{¢) Any refinancing of Rural Development (RD) loans must constitute the entirety of a system's
RD debt (existing and comunitted) and be within the above parameters. The CWSRFE will not
be used to partially refund RD debt.

1.OAN FEE

A nonrefundable loan closing fee of one-fourth percentage point (0.25% of loan amount) will be
assessed on all FY 2613 loans to support the costs of administering the CWSRF. This fee, which is
due in full with the project sponsor's executed closing documents, compares very favorably to total
costs associated with issuing revenue bonds in the market, but it ¢can not be financed within the

loan.

SECURITY PROVISIONS

Loans may be secured by a pledge of user charge revenues, special assessments, general taxcs, ot,
under limited circumstances, other revenues legally pledged 1o a system over the term of a loan.
However, loans may not be secured by Special Source Revenue Boncis pursuant to Title 4, Chapter
29, Code of Laws of South Carolina, 1976, as amended.

The following applies to all loans secured by revenues of a system.

A. Debt Service Coverage

The following policies represent minimum coverage requirements to be considered for a loan
secured by system tevenues and to be maintained over the life of the loan. Debt service
coverage will serve as a key indicator in the financial analysis, but it will not be the sole

4



determinant for loan approval. Various other factors which affect credit quality and ability to
repay debt will be evaluated carefully in making loan decisions.

1. When a CWSRF loan is on a parity with existing revenue bonds, the additional bonds test
and coverage requirements (rate covenant) of the governing bond ordinance/resolution
shall apply to the CWSRF loan, except, in such cases where the rate covenant is less than
110% of ail debt and calculated before transfers out of the system, the Authority may, as it
deems appropriate to the particular circumstances, impose a higher coverage raquirement.

2. When a CWSRF loan is not on a parity with existing revenue bonds either due to the
absence of revenue debt or an inability to meet the financial requirements for issuance of
parity debt, the following apply.

(a} The minimum debt service coverage level required to be considered for a loan is
110% of all debt secured by or paid from the revenues of the system.

(b} Once aloan has been approved, rates must be established, maintained and adjusted as
frequently as necessary to produce net carnings each year equal to at least 110% of
the annual principal and interest requirement on all debt paid from or secured by

system revernues.

{¢} Incases where a significant portion of the existing debt is paid from but not secured
by system revenues and the CWSREF loan is secured by a first lien on the system
revenues, the Authority may consider deviations from the efigibility and rate covenant
requirements as it deems appropriate to the particular circumstances.

For purposes of determining debt service coverage in the CWSRF, net revenues available for
debt service are defined as the system's gross operating revenues plus special assessments,
mpact fees, and interest income less OM&R expenses (exclusive of depreciation and bond
interest expense}. Interest income shall not include earnings that are restricted to a purpose
inconsistent with the payment of operating expenses or debt service, such as earnings that
accrue on any construction fund or account created with the proceeds of any borrowings.

. Dbt Service Reserve Funds

A debt service reserve fund is required for all loans secured by system revenues, except as
provided in the following number 6,

L. Except as provided in the following number 5, the Debt Service Reserve Fund requirement
{the "Reserve Requirement") equals the maximum amount due on the Promissory Nate
duting any full calendar year, Modifications to the Reserve Requirement may be
considered by the Authority as it deems appropriate to specific circumstances if a CWSRF
loan is a parity debt obligation under a bond ordinance/resoiution with dissimilar

Provisions.

2. The Debt Service Reserve Fund must be in the complete custody and control of a Trustee
or Custodian approved by the Authority.

3. Thetime period available to meet the Reserve Requirement may range from immediate to
no later than the end of the deferral period. The duration will be determined by the
Authority based on the circumstances of each individual loan and the specific provisions
identified in the Loan Agreement.



4. A surety bond, letter of credit or insurance policy may not be substituted initially, or atany
time after loan closing, for cash funding of a debt service reserve fund without the prior
written approval of the Authority,

5. The Reserve Requirement may be reduced to the level of one-half of maximum annual
debt service on 2 CWSRF loan if the following criteria of 5(2) and 5(b) are met and
maintained.

(a)

®)

{c)

The proiect sponsor has a carrent underlying revenue bond rating, or reaffirmation
thereof, on ifs utility system, the revenues of which are to be pledged for loan
repayment, from Standard & Poor's and/or Moody's and each such rating is within
the "A" category and still in effect at the time of loan closing. The project sponsor
will be required to immediately notfy, and submit to, the Authority any
commentaries, updated outlooks, CreditWatch placements, rating downgrades, or
other actions issued by the rating agencies on the system or its debt.

The project sponsor's govermning bond ordinance/resolution permits parity bonds to
nave a debt service reserve fund at such reduced level.

If a project sponsor receives any ratings downgrade on a revenue bond or on ils
utility system by Standard & Poor's or Moody's below the levels cited in 5(a) above,
the Reserve Requirement will immediately rise to maximum annual debt service,
and the project sponsor will be required to meet such Reserve Requirement within
one year through 12 equal monthly deposits, beginning in the month following any
such downgrade.

6. A debt service reserve fund will not be required on a CWSRF loan if the following criteria
of 6(a) and 6(b) are met and maintained.

{a}

(b}

(c)

The project sponsor has a current underlying reverme bond rating, or reaffirmation
thereof, on its utility system, the revenues of which are to be pledged for loan
repayment, from Standard & Poor's and/or Moody's and each such rating is within
the "AA" or "Aa" category respectively, or the next higher category, and each such
rating is still in effect at the time of loan closing. The project sponsor wili be
tequired to immediately notify, and submit to, the Authorify any commentaries,
updated outlooks, CreditWatch placements, rating downgrades or other actions
issued by the rating agencies on the system.

The project sponsor's governing bond ordinance/resolution permits parity bonds to
not have a debt service reserve fund.

If a project sponsor receives any ratings downgrade on a revenue bond or on its
utility system by Standard & Poor's or Moody's below the level cited in 6(a) above, a
debt service reserve fund will immediately be required and the Reserve Requirernent
amount shall conform to the requirements above for the new rating level. The
project sponsor will be required to meet such Reserve Requirement within 6 months
for a downgrade to the "A" category, or 12 months for a lesser rating category,
through equal monthly deposits, beginning in the month following any such
downgrade,
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C. Lien Position

The Authority requires the best lien position on the pledged revenue stream that {s reasonably
available from and affordable to the applicant; provided, however, if the project sponsor has
any debt held by Rural Development, United States Department of Agriculture (RD) inan open
lien position, then a CWSRY loan must be on a parity with such RD debt,

Loans may be secured by a general obligation pledge of the Tull faith, credit and faxing power of
the applicant. Such general obligation loans do not require a debt service reserve fund or debt
service coverage, but must be issued pursuant to applicable State law for this type of debt.

LOAN AMOUNT CHANGES
A. After Issuance of a Conditional Loan Commitment Letter

The primary adjustment to the loan commitment amount invelves the construction componert,
All construction portions of a project are required to be bid prior to loan closing. Based onbid
results, the construction portion of the loan commitment may be adjusted downward to bid{s)
plus contingency or increased by a maximum of 10% exclusive of contingency, depending on
the availability of funds. Such adjustments will result in proporfional changes to the loan fee
prior to closing. Any bid amount exceeding [0% of the construction portion of the Joan
commitment is the sole responsibility of the project sponsor.

B. After Loan Closing

The total loan amount may be increased after closing only for capitalization of interest. Change
orders that exceed the contingency allowance are not eligible for additional loan funds. The
loan may be reduced at any time there is a determination of excess funds,

DISBURSEMENT POLICIES

Loan funds will be disbursed to project sponsors on a monthly basis only after adequate
documentation has been submitted to evidence obligation of the requested monies. No advances
will be provided. Further details on disbursement requirements and procedures are contained in the
loan agreement and a CWSRF disbursement information package.

REPAYMENT POLICIES

A, Deferrals

I. The maximum duration for principal and interest deferral is limited to whichever of the
following occurs first.

{a} The estimated date of DHEC's final permit to operate for the project.
{b) Thirty (30) months from the date of the loan agreement.

The payment initiation date is the first day of the month following the end of the deferval



B.

B

period. The first payment is due on the first day of the third month after the month of the
payment initiation date,

Notwithstanding the above provisions, the Authority may consider extending the deferral
period for up to one additional year, but only under extraordinary circumstances involving
certain existing bond structures of a borrower. Insuch cases, the loan amortization period
shall be reduced as needed to insure that the time period between the project’s permit-to-
operate and the final loan repayment does not exceed 20 years or the extended term, as
applicable.

2. 'The project sponsor will be offered the following two options for repaying interest that
accrues during the deferral period.
(a) Lump sum payment of accrued interest on the payment initiation date.
(b) Addition of the accrued interest to the principal amount on the payment initiation date

{capitalization of interest),

Payment Frequency

Payment of principal and interest will be due quarterly on the first day of the payment maonth,
uniess the Authority otherwise specifies monthly payments for certain loans.

Payment Provisions

The Project Sponsor is responsible for repaying the loan according to the payment schedule
shown in the loan agreement. All disbursemerits made after the Payment Initiation Date will be
congidered to have been made on the Payment Initiation Date for purposes of repayment. If the
final disbursement ocours after one or more payments have been made and the fufl loan amount
is not used, the Authority will caleulate a new repayment schedule based on the final loan
amount retrozctive to the Payment Initiation Date and apply a simple credit for any
averpayment to the next payment or payments due on the revised repayment schedule.

Prepayments

There is no penaity for earty pay-off of the full outstanding principal amount of a loan or for
partial prepayments. Partial prepayments may be submitted based on the following conditions.

(8) Partial prepayments will only be accepted once during a calendar year on one of the
borrower's regular quarterly payment due dates and only in even multiples of $5,000.

(b) Advance notice of a partial prepayment with the amount and source of remittance is
required to be provided to the Office of Local Government (and trustee, as applicable) at
least 10 days prior to the due date of the regular payment.

{c) All such partial prepayments shall be applied to the then current outstanding principal
balance, but the level debt quarterly payment amount will not change.

Late Charge on Overdue Payments

A late charge of 3% of the payment amount will be assessed on, and due with, any payment that
is not received in the Office of Local Government by the ] 0th day of the payment month.

g
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F. Payment Default

A payment default will be declared on any loan if the payment is not received within 30 days of
the due date. If no payment has been received at the end of the 30th day, the Authority will
activate procedures contained in state [aw which provide for withholding state appropriations
and exercise other remedies available to it in the loan agreement, as may be needed.

LOAN CANCELLATION POLICIES

Since readiness to proceed is a dominant factor in securing a loan, substantial defays in initiating
projects are not anticipated. However, with considerable needs for wastewater facilities, loan
mtenics should be utilized for their intended purpose expeditiously, or be provided to other projects
that can do this. Consequently, if a loan has not been closed within three months of the date of a
loan commitment letter, the loan commitment may be canceled, and if all construction contracts
have not been executed within three months of the loan agreement date, the loan may be rescinded.
Under extraordinary circumstances, the project sponsor may submit 2 time extension request for
consideration by the Authority.

FINANCIAL REQUIREMENTS

The following identifies major financial requirements that apply to all loan recipients. Additional
financial requirements and responsibilities goveming loans from the Fund are defined in the loan
application package, the loan agreement and other program materials,

1. Each loan applicant must establish one or more dedicated repayment sources that contain
sufficient revenues to operate and maintain the system and cover debt service payments for the
duration of the loan. Dedicated sources of revenue may be user charges, special assessments,
general taxes, or other scurces available 1o the project spossor.

2. All loan recipients must maintain separate project accounts in accordance with generally
accepted governmental accounting standards. Unless otherwise directed by the Autherity,
these standards are defined as those contained in the U. 8. General Accounting Office
publication "Standards for Audit of Governmental Organizations, Programs, Activities and
Functions”,

3. Eachloan recipient is required to conduct an annual andit and submit it to the Authority. Audit
guidelines are set forth in the Single Audit Act of 1984, as amended, OMB Circular A-133
"Audits of States, Local Governments, and Non-Profit Organizations”, as last amended, and
the U, §. General Accounting Office’s "Standards for Audit of Governmental Qrganization,
Programs, Activities and Functions",

4. Each project sponsor must comply with all terms and conditions set forth in the legally binding

toan agreement which will be executed between the loan recipient and the Authority, Among
other things, the loan agreement will require the loan recipient to impose, collect and, i
necessary to ensure repayment of the obligation according to the terms of the agreement,
increase user charges, taxes or other dedicated revenue sources idemtified for the loan
repayment.
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NEW INITIATIVES

In FY 2013, the Office of Local Government may provide special initiatives to fund new and
innovative pilot programs. As developed, these initiatives will be evaluated and incorporated, as

appropriate, into the annual policies and procedures.

i
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STATE BUDGET AND CONTROL BOARD BLUE AGENDA
MEETING OF December 12, 2012 ITEM NUMBER [

JES————

AGENCY:  State Treasurer

SUBJECT: Bond Counsel Selection

The State Treasurer’s Office has provided the following notification of the assignment of bond
counsel for conduit issues and other revenue issues for which Board approval is requested:

CONDUIT ISSUES: (For ratification of Issuer’s Counsel only)

Description Agency/Institution | Borrower’s Issuer’s

of Issue {Borrower} Counsel _ Counsel

$25,000,000 SCJEDA | CHS Development MecNair Parker Poe
Company

$10,000,000 SCJEDA | Grace Community Haynsworth Sinkler Boyd | Howell, Linkous &

' Development Ing, Nettles

$4,700,000 SC JEDA Carolina Senior Haynsworth Sinkler Boyd | Nexsen Pruet
Solutions

BOARD ACTION REQUESTED:

Approve the referenced bond counse! assignment.

ATTACHMENTS:

Bond Counsel Selection Approved by the State Treasurer’s Office




Ttems for December 12, 2012 Budget & Control Board Meeting

CONDUIT ISSUES: (For ratification of Issuer’s Counsel only)

Rond Counsel and Issuer Counsel Selections by the State Treasurer’s Office are as follows:

Deseription Agency/Institution Borrower’s Issuer’s Date STO
of Issue (Borrower) Counsel Counsel Approved
$25,000,000 SC JEDA CHS Development Company McNair Parker Poe 09/12/2012
$10,000.000 SC JEDA Grace Community Development Inc. | Haynsworth Sinkler Boyd | Howell, Linkous & Nettles 11/16/2012
$4,700,000 SC JEDA Carolina Senior Solutions Haynsworth Sinkler Boyd | Nexsen Pruet 1171972012
OTHER REVENUE ISSUES:
Description of Issue Agency/Institution Approved Bond Counsel Date STO Approved
SPECIAL ASSIGNMENT OF BOND COUNSEL!
Desecription of Issue Agency/Institution Approved Bond Counsel Date STO Approved




STATE BUDGET AND CONTROL BOARD BLUE AGENDA 2,
MEETING OF December 12, 2012 ITEM NUMBER

AGENCY:  Division of General Services

SUBJECT:  Real Property Conveyances

The Division of General Services recommends approval of the following property conveyances:

(a) Agency:
Acreage:
Location:
County:

Purpose:

Appraised Value:
Price/Transferred To:
Disposition of
Proceeds:

Additional
Information:

(b) Agency:
Acreage:
Location:

County:
Purpose:

Price/Transferred To:

Budget and Control Board (Forestry Commission)

9.14 acres

1246 Simpson Circle, Ridgeway

Fairfield

To dispose of surplus real property.

$68,000 as of 2/18/12

$63,000/Michaet L. Williams

To be retained by Forestry Commission pursuant to Provise
80A.27.

On December 14, 2010, the Board approved the sale of the
former Simpsen Fire Tower Site for not less than the appraised
value which was $68,000. The property has remained unsold
since that time, Mr., Williams has made an offer to purchase the
property at less than the appraised value and the Forestry
Commission feels it would be in the agency’s best interest to
accept this offer as it is the only firm offer received since the
property has been on the market, :

State Board for Technical & Comprehensive Education
546 acres

215 Kentucky Read & 2960 Banny Jones Avenue, West
Columbia

Lexington

To transfer the old SC Fire Academy property to Midlands
Technical College. The property will be used to further the
College’s industrial education program,

No consideration/Midlands Technical College

BOARD ACTION REQUESTED:

Approve the property conveyances as requested,

ATTACHMENTS:

Agenda item worksheet and attachments



BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

Meeting Scheduled for: December 12, 2012

Blue Agenda

1. Submitted by:

{a) Agency: Division of General Services
(b) Authorized Official Signature:

ﬁﬂéﬂﬁ /\%%

“Catla Grzfﬁn Deputy Director

2. Subject:

REAL PROPERTY CONVEYANCES

(a)

b

Agency:

Acreage:

Location:

County:

Purpose:

Appraised Value:
Price/Transferred To:

Disposition of Proceeds:

Additional Information;

Agency:
Acreage:
Location:
County:
Purpose:

Price/Transferred To:

Summary Background Information:

Budget and Control Board (Forestry Commission)

9.1:k acres

1246 Simpson Circle, Ridgeway

Fairfield .

To dispose of surplus real property.

368,000 as of 2/18/12

$635,000/Michael L. Willlams

To be retained by Forestry Commission pursuant to Proviso R0A.27.
On December 14, 2010, the Board approved the sale of the former
Simpson Fire Tower Site for not less than the appraised value which
was 368,000, The property has remained unsold since that time,

Mr, Williams has made an offer 1o purchase the property at less than
the appraised value and the Forestry Commission feels it would be in
the agency’s best interest to accept this offer as it is the only firm offer
received since the property has been on the market,

State Board for Technical & Comprehensive Education

546+ acres

215 Kentucky Road & 2960 Banny Jones Avenue, West Columbia
Lexington

To transfer the old SC Fire Academy property 1o Midlands Technical
College. The property will be used to further the College’s industrial
education program,

No consideration/Midlands Technical College

4, What is Board asked to do? Approve the property conveyances as requested.




. What is recommendation of Board Division involved? Recommend approval of the
property conveyance as requested,

. List of Supporting Documents:

1. 8C Code of Laws Section 1-11-65
2. 2012 S.C. Act No. 288, Part 1B, §80A.27
3. {a) Budget and Control Board (Forestry Commission) — Fairfield County
{b) State Board for Technical & Comprehensive Education - Richland County



SOUTH CAROLINA CODE OF LAWS

SECTION 1-11-65. Approval and recordation of real property transsctions invelvmg
povernmentsl hadies,

(AY AN ransactions imvolving yeai property, made for or by any governmental bodies, excluding
polideal subdivisions ol the Staie, must he approved by and recorded with the Stale Budgel and

4 cartibesic of ac
authority cannot accept for recording

be recorded simultanecusty with the deed
hoard's approval of the transaction. The county recording

amy deed not accompanded by a certificate of acceptance. The board may exempt a governmenial
hody from the provisions of this subseetion.

(83) All state agencies. departments, and nstitutions suthorized by law (0 accept gifls of tangible
personal property shall have executed by its governing body an acknowledgment of acceptance
arie 1o ranster of the angible personal property o the agency. department, or institution.



South Carolina General Assembly

| 19ih Session, 2012-2013
H. 4813

General Apprepriations Bil) for Nseal vear 301
As Ratifed by the Ceneral Assembly

PARTIB

OPERATTON OF STATE GOVERNMI
SECTIGN 80A - FO3-BUDGET AND CONTROL BOARD

Properryy Up w Aty pcrcvm of the proceeds, net of selling
3oard and

S0AZT. (BCB: Sale of Surplus Re
freem the sale oF surplos read propertics sholl be retained by the Budger and Congrol

SNPENnSes
psed Tor the deferred maimenance of stre-owned buildings. The un:n-man:-.] Ay percest ol
pmccccq shail be returned w the ageney that the property 13 owned by under the cantrol of, or assigned In
for non-recurring purposes, This provisies apphies o all state agencies

b used by thnt ap

andd <ha eney
and depariments exeept astotons of higher learning: the Public Service Authoritve the Ports dwharay:
the MUISC Hospral Authorige the :x!_\-fﬂa Beach Air Force Redevelopment Authority: the Deparmment uf
1 ;':mﬁpt.\,mmnn the Columbia Stawe Fanners MarRet the I.J-:;ms mest o Agriculiure’s Columbin
Metrology Lab building and property: the Charleston Naval Complex Redevelepmern Authoriy: the
Departvient of Commerce’s Division of Poblic Raitways the Midlands Technical Colloge Lnterprise
Campus Awothority: the Trident Technical College Enferprise Campus Avihority; the Commissioners
residence at the Depariment of Corections and the Educationat Television Commission’s Key Road

proparty

The Bducatonal Television Commission shall he eu:il"l('n'ém"i 10 refain the net proceeds from tha sale of
vsed for e renoveiion of the BTV

i praperty on Key Road, snd such proceeds shall only be u
Felecommunicationy Center, it is determined that sufficient net proceeds are nol 1o be derrved from the
sale of its properiy on Koy Road 1 cover the cost of afl rencvations of the Telecommumcations Conler,
the property on Key Road shall nol be sold, Anv mupn\;ei 58 {c‘: HUI'Giint‘i' sh 1!!_ price e saud salel ho
sishinfiled 1o the Badget and Contrel Board for approval as being i complianee with the vequirements of

s subseetion,

“the

the Department of Corrections shall be authorized 1o retain the net proceeds from the salg
residence provided for the Commissioner of the Departinent of Correctioas and use such proveeds for

deferred maintenance needs ol the Deparmment of Corrections.

1

&

The Porestey Commission shall be authorized to retain the nel proceeds fram the sale of surplus land

for sse i Grelinhting operations and replacemens of firelighting cquipment.

Phe Department of Menial Fealit shall be authorized (o vetatn the not procesds {1 reecives for sale of
the property sotd moaceerdange with, and identified m }."..xinh;i, A of the Sale apd Purchase Agreement
doted December 140 2010 bBorween the Department of Mental Health ;:m‘i Fughes Development

£ e ool 1037940 acres on the Bull Steer Campus, as approved by the Budpet and

Corporabion for the sal
Control Board on June 14, 2011

authorized 1o refain the net P Cess ham [ siie of

Fhe Bepariment of |
existing offices origloally |>mr!msuci with a federal grant or with restricted revenue fram hunling wad

Msling heense sules Tor the improvenwens, consobidation. andior catabilishment of regional olfices and

redared faciities.

The Department of Awriculwre, the Dduentional Television Comnussion. the Depariment of
Corrections, the Department of Natural Resources. the Departiment of Mental Heabh and the Foresin
Conuntssion shadl asneally suhmit g reports silbion sixty davs atter dhe close of the Hscal year. 1o the
senate Pinanee Comminee and the House Ways and Means Commities on the status of the wle of the
ientified property and o demiled accountng on the sxpeaditure of Tunds resulting rom such sale.

Thiz provision i comprehensive and supersedes any conflicting pravisions concerning disposition al
siate owned real property whether in permanent law, femporary law or by provision alsewhere in thi

Aoy wrssed portien of these funds may be carmed forward into succeeding fscal vears mid ased Doy

TEOPHTPDOSOS,



(a) Budget and Control Board (Forestry Commission)
Fairfield County

List of Supporting Documents:

1, Letter from SC Forestry Commission
2, Map



Nov, 26" 2012

Linda Gordon

(eneral Services

5C Budget & Control Board

Wade Hampton Building, Suite 460
Cotumbia, 5C 29201

Re: Simpson Tower Bite
Linda,

[ g writing in regards to the sale of the Simpson Fire Tower Site whict is located in
Fairfietd County. This is 2 9.1 acre tract that was approved for sale by the Budget &
Cantrol Roard on Dec 14" 2010, Since that time we have had no inquiries of offers on
that tract unti] recemily, Mr, Michae! Williams recently offered to parchase the property
for $65,000.00. The appratsal was updated in February of 2012 and the property
appratsed for $68,000.00. The Forestry Comumission feels that it is in the best interest of
the ageacy and the State 1o accept this offer as this 1s the only firm offer we have had on
this property since it has been approved for sale. Upon approval by the Budget & Control
Hoard we would ike to proceed with this sale,

Sineerely,
. A
(thl_z}f/’/ I {iﬁ»/«ﬂ“@ﬂ\«*’
David P Owen
Constructinn & Property Manager
SO Foregtry Commission
803-96-88729

e e s bo S e e Ement wpued e . . . .
Crur mission s 1o protect and develop the fores! resaurons of South Caraling,
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@@L'}Si@

Address Sfrapson Cir
Ridgeway, SC 28130

hitp:maps. google com/maps?

Ssouwrce s gdohlaend peocade™
{ 28

Get Googre Maps on your phone
Hext e werd “GRAAPST L 466453

—— i

] . &
&
| B, i)
[
! %
‘ YWt
|
;r i
)
’ Wy rakscq
'i by
Y
i
; i‘; } o
i i
| &
!
1
] s &
Fairfinid
i Coutnly Arpior . L
i ity Aarpan 3 f;ﬁ Fidgeway
| & 5
- A
[ & ) o
: el élg@ 3 oW
P X a7 o (3%
: ; v Rl
? 3 & &
; & Y -
! + 4 v gt
: ¥ Fa - g
: * - o F 3
] ';b B S P i 5 B .
i & *Eod Ry &7
i % .
; o
. @* 4
‘”"?") :'{3'ﬂ “,
e B £ +
! " e g =
i ¥
M kY
% P i &
2 4
“ . an &M, k3
L & !
L Ref o ‘i{,
i it
! &
; o iy
1-!-0
et g R0
- b . .
Ghav Nt &
: .,
[ B . aF
Mff? Googhe W ceda 62012 Gaogl

PIAOMR0T2 1143 At



(b} State Board for Technical & Comprehensive Education
Richland County

List of Supporting Documents:

1. Letter from SC State Board for Technical & Comprehensive Education
2. Letter from Midlands Technical College
3. Map '
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Navember 20, 2012

M. Linda Gordon
Soath Caroling Budget and Contral Board
PDivision of General Serviees
Real Property Services
Wade Hampton Buitding
I 200 Senate Strect, Suite 4060
olumbis, SO 29248

Dear M. Gordon:

weation
Midlands

O behall of the South Caroling State Board for Technical and Comprehensive B
(State Board), we are requesting tie franstor of property deseribed below (o
Technical College (MTCY. This property will be used to further (he industrial hducation
program of the Callege and has been used by the college over the last soveral years
exclusively,

T ipcated
County of

“Warchouse Building
West Columbia,

Propecty known as the “Academy Building” and the
205 Kentucky Road and 2900 Banny Jlones Avenue,
Lexinpion, South Caroling,

Pricer to 2008, the State Board used both the Acaderny Building and Warchouse Building
for our m:u.-v‘\( pragram, which provides customized direct training Lo expanding or now
companics,  The Academy Building housed our readySC staft and the Warchouse was
used o hatse our equipment for projects. Afler the budget reductions began in 2008, the
Srate Board began (o explore transferring these two properties o MTC as costs saving
measures and aise due to the changing business operations of readySC since the
acquiring these buildings, readySC stall was able to move o the Systeim Otlice due ©
our reduction i staf which fed 1o available space. The business operations of readySC
have chanped over the years by training onsite at company locations or with the wehnical
colieges. This change has all but eliminated the nced Tor us w warehouse equipment and
raEining wp)iic‘ and matenials. 1'}10. costs savings realized has been lost 1o budgpe!
reductions since 2008 and MTC agsumed the buildings in 2010 for their educational
needs and wssumed all operati mdi costs of the buildings and grounds. In addition, should
we need space 1o provide traming we would partner with MTC, like we do with other
colleges. (o provide space and equipment necessary 1o ensure delivery of the customized
direel training,

Somsth Caroling State Board {or Techaical and Corapeshensive Bducaiion

it Deogitiont ol v Clipydaia, SO 2010 TR R ) o Gl -GN RO T R C AT LIS )
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i sadition, in the Genera) Appropriations Acts of 1991 and 1998, gave MTC the first
right o acquire the parcels of land from te State Board. In 1999, the Stafe Board and

1. Darcel W, Stoat
Syxtons Provicont

hank you i advance for your aftention (o (his matier,

®aiph Ay Qddom, .
Cleservan
Finh {oegrossinial { Wkt

sicerely,

Dran 2. Gray
Fioss Crwgrvankal (ke

W, fleantiey Harvey, k.
St Covgmssionf vk

Vice President
Betiis £ Koo
Thitrd Coonpiossionad 1dismiet

VA
Frrnph { eypagressvwnd £isirics

Wacau
Jaxilt Coangeessvicniad ivriet

Chwrordilya A Bright
Aff e

Bruce Heben EHis
AL

wonde s O, Magin, r,
AL

Navet
ALt

{3 phchedl ML 20k
i ety

Rabart A Tin il
Fv Cxficion

TEEF coenEngee (e 1o

Masdy 10K s,

Mandy M. I ibler

MTC agreed that at o mutually sgreed upon time the propertics would transfer from the
State Bourd 1o MTC,

T Plesse contact me st (803) 806-
330 i vou require additional information about this matter.

south Carcdling Siate Hoard for Technical and Comprebensive Bducation

Cadiassbia, SO 200

HE RO

B SN e G

vebr te fir e



Movernber 20, 20172

Ms. Landa Gordon

*eum ("'n i*m dqf‘ c‘ dm Control Board
J{wl .supuiy f.:uvsu,&.x

Wade Hampton Building

200 Senate Strect, Suite 460

Columbiz, SC 29204

Dear Ms, Gordons

On belat! of the Midiands Technical College, | support the transfer of property desoribed
below from South Caroling Stale Board for Technical and Comprehensive Education w
Midiands Technical Coliege.  This property will be used fo further the indusivial
Education program of the College.

Property known as the “Academy Building” and the “Warchouse Building” located at
215 Kentucky Road and 2960 Banny Jones Avewue, West Columbia, Counly of

Lexington, South Carolina,

éiumf»\ you in advance for your sienlion to this matter. Please contact me at (8035 422-
3261 1 you require additional information about this malter.

Sincerehy,

Dr. Ronald L, Rhames
Senjor Viee President and Chiel Gperating Officer

Attachmenis
0¥ Dr, Marshall White, Ir., President

My, Mandy Kibler, V (,L5 restdent for Finance
Mr. Cralg Hess, Director of Operations
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STATE BUDGET AND CONTROL BOARD BLUE AGENDA
MEETING OF December 12, 2012 ITEM NUMBER 3

AGENCY:  Division of General Services

SUBJECT:  State Ports Authority — Port Royal Property

The SC Code of Laws Section 54-3-700 requires certain actions concerning the State Ports
Authority (SPAY and its marine terminal at Port Royal consisting of 51.6 acres of highland and
265 acres of marshlands. In addition to the cessation of marine operations, the statute directs the
SPA to sell its real and personal property in Port Royal in a “manner that is financially
responsible and advantageous fo the State Ports Authority.” Since the property was not sold by
December 31, 2009, the property was transferred to the Board for sale. The Board is vested with
all of the SPA’s fiduciary duties to the SPA and SPA bondholders, The sale proceeds are to be
retained by the SPA unless, upon petition by the Town of Port Royal, the Board allocates up to
five percent of the funds to pay for infrastructure needs directly associated with and necessitated
by the closing and sale of the terminal. At its meeting on December 13, 2009, the Board
authorized the SPA and its staff to serve as agents of the Board and to work with the Division of
General Services to continue the effort to market the Port Royal property, effective December 31,
2009, Atits meeting on February 8, 2011, the Board approved the SPA’s request to continue
marketing the Port Royal Property.

The properties were put out for bid by the SPA in 2007 and one bidder met the minimum criteria.
A contract was negotiated, approved by the Board and executed by the SPA; however a closing
of the sale failed to oceur, In March 2008, following the failed sale, the property was placed with
NAI Avant to market and sell. Since that time, NAI Avant’s national marketing efforts have
resulted in two negotiated contracts. The first contract was approved by the Board at its
September 29, 2010 meeting, but ultimately failed to close. The second contract was approved by
the Board at its August 11, 2011 meeting, which also ultimately failed to close,

The current listing agreement with NAI Avant for the Port Royal property will expire December
31, NAI Avant has submitted a renewal Listing Agreement to the State Ports Authority for
execution. Over the past 5 years they have succeeded in obtaining executed contracts; however
these failed to close due to the continued difficulties in the financial markets — especially in
funding Brownfield properties such as the closed marine terminal at Port Royal. NAI Avant has
funded all of the marketing expense out of pocket and they have not received any of the earnest
monies forfeited to the State Ports Authority as the result of the prospective Buyer’s defaulting
on their contracts. The State Ports Authority is prepared to execute the renewal Listing
Agreement, upon approval by the Budget and Control Board to continue marketing the property.

The listing agreement renewal is for the calendar year 2013 and provides for a 2% commission at
Closing if NAI Avant secures the Buyer, and 3% if the Buyer is represented by a duly authorized
agent.



STATE BUDGET AND CONTROL BOARD BLUE AGENDA
MEETING OF December 12, 2012 ITEM NUMBER _¢ 5 , Page 2

AGENCY:  Division of General Services

SUBJECT:  State Ports Authority - Port Royal Property

Additionally, the Property is currently being re-appraised, which should be completed in mid-
December so that full scale marketing can commence without delay.

BOARD ACTION REQUESTED:

Approve the State Ports Authority’s request to continue marketing the Port Roval Terminal,
which will include the SPA’s use of NAI Avant for calendar year 2013,

ATTACHMENTS:

Agenda item worksheet; Letter from the State Ports Authority dated November 26, 2012; Listing
Agreement Renewal from NAI Avant



BUDGET AND CONTROL BOARD AGENDA ¥TEM WORKSHEET

Meeting Scheduled for: December 12,2012 Bhie Agenda

1. Submitted by: « .
(2) Agency: Diviston of General Services _&@%%M
{b) Authorized Official Signature: Carla Griffint, Deputy Director

2. Subject: State Ports Authority — Porf Royal Property

3. Summary Backgroand Information:

The SC Code of Laws Section 54-3-700 requires certain actions concerning the State Ports
Authority (SPA) and its marine terminal at Port Royal consisting of 51.6 acres of highland and
265 acres of marshlands, In addition to the cessation of marine operations, the statute directs the
SPA to sell its real and personal property in Port Royal in 2 “manner that is financially
responsible and advantageous to the State Ports Authority.” Since the property was not sold by
December 31, 2009, the property was transferred to the Board for sale. The Board is vested with
all of the SPA’s fiduciary duties 16 the SPA and SPA bondholders. The sale proceeds are to be
retained by the SPA unless, upon petition by the Town of Port Royal, the Board allocates up to
five percent of the funds to pay for infrastructure needs directly associated with and necessitated
by the closing and sale of the terminal. At its meeting on December 15, 2009, the Board
authorized the SPA and its staff to serve as agents of the Board and to work with the Division of
General Services to continue the effort to market the Port Royal property, effective December
31, 2009. At its meeting on February § 2011, the Board approved the SPA’s request to continue
marketing the Port Royal Property. ‘

The properties were put out for bid by the SPA in 2007 and one bidder met the minimm
criteria, A contract was negotiated, approved by the Board and executed by the SPA; however a
closing of the sale failed to ocour, In March 2008, following the failed sale, the property was
placed with NAT Avant to market and sell. Since that time, NAL Avant’s national marketing
efforts have resulted in two negotiated contracts. The first contract was approved by the Board at
its September 29, 2010 meeting, but ultimately failed to close. The second contract was
approved by the Board at its August 11, 2011 meeting, which also ultimately failed to ¢lose.

The current listing agreement with NA! Avant for the Port Royal property will expire December
31, WAI Avant has submitted a renewal Listing Agreement to the State Ports Authority for
execution. Over the past § years they have succeeded in obtaining executed contracts; however
these failed to ciose due to the continued difficulties in the financial markets — especialiy in
funding Brownfield properties such as the closed marine terminal at Port Royal, NAI Avant has
funded all of the marketing expense out of pocket and they have not received any of the earnest
monies forfeited to the State Ports Authority as the result of the prospective Buyer’s defaulting
on their contracts. The State Ports Authority is prepared to execute the renewal Listing
Agreement, upon approval by the Budget and Control Board to continue marketing the property.

The listing agreement renewal is for the calendar year 2013 and provides for a 2% commisston
at Closing if NAI Avant secures the Buyer, and 3% if the Buyer is represented by a duly



authorized agent.

Additionally, the Property is currently being re-appraised, which should be completed in mid-
December so that fall scale marketing can commence without delay.

4. What is the Board asked to do? Approve the State Ports Authority’s request to continue
marketing the Port Royal Terminal, which will include the SPA’s use of NAI Avant for
calendar year 2013.

5. What is the recommendation of the Division of General Serviees? Approval of the
State Ports Authority’s request to continue marketing the Port Royal Terminal, which will
include the SPA’s use of NAI Avant for calendar year 2013,

6. List of Supporting Documents:
(a) Letter from the State Ports Authority dated November 26, 2012
(by Listing Agreement Renewal from NAI Avant



South Coaroling beate PORTS AUTHORITY b B 16

CHAamTPTRe, S g Ny USA
Jasuty L NEwseasie, B iBes) B
Progidont and Ul Exvnsiven Ugfiver Faxy (g} 778020

November 27, 2012

Ms, Marcia Adams

Executive Director

State Budget and Control Board
612 Wade Hampton Building

Box 12444
Columbia, South Carolina 29211

R#: Port Royal Listing Agreement

Pursuant to S.C. Code Ann. § 54-3-700 (1976 as amended), the Ports Authority,
with approval of the State Budget and Contro! Board entered & lsling agreement
with NAT Avant, LLC, to act as agent in marketing the property designated in the
statute, That listing agreement will expirc December 31, 2012, NAI Avant hag
provided a renewal Listing Agreement, & copy of which is attached, which will
authorize its continued service as the exclusive agomt for marketing the subject

property. ’
This is to request State Budget and Contrel Board gpproval for the Poris
Authority to execute the new Listing Agreement with NAI Avant, LLC, as
aitached hereto.

Respectfully,




1901 Main Street

Suite 200

Colurbla, South Carolina 28201
803.254.0100

1.888.251.0102

Exclusive Right to Sell Listing Aareement.

THIS: AGREEMENT entered into this 1st day of January, 2013 by and between the
undersigried Gwher and NA! Avant, LLC ("Agent™).

WITNESSETH:

1. In consideration of the efforts of Agent to obtain a purchaser for the property
described below, (the "Property”), Owner hereby appoints Agent as the sole and
exclusive agent with the exclusive right to sel for a perled commencing on the
date above and termifating at midnight on December 31, 2013 the property of
Owner, neluding any and all improvernents theraon, described as follows:

All that ceitain piece, parcel oF lof of land with any improvement thereon, situate
lying and being iy the Clty of Port Royal, Scuth Caroling consisting of
approximately 316.5 acres owned by the State Ports Autherity,

2. Owngr agrées to sell, for a total sales price (or prices if more than one sale),
aceeptable o Owner including commission described below, payable in cash at
closing (the “Price’), Agent acknowledges that Owner and Agent will wark
together to determine the optimal strategy it terms of offering approach and
pricing.

3. Owner agrees that a commission of two. percent (2.0%) of the sales price shall he
earned by Agent if the Property, or any pottion thereof, s contracted for during
the Histing period and subsequently closes, The commission will be deemed
edrned and payable at closing (or closings if more than one sale) from proceeds
received by Owner from the purchaser: In addition, Agent shall be entitled to a
commission, I the property is contracted for within six (6) months from the
expiration date of this Agreement with anyone to whiom the Property was
presented by Agent during the listing period and subsédquently closes. Ageni
shiall submiit 5 Owner a list -of said prospects within ten (10) days of the
expiration or termination of this: Agreement. A prospect shall be defined as a
potential buyer who hag received a full marketing package and has visited the
site. In the event that a buyer is represented by a duly authorized buyer
represeditative dgeit, the commission shall be three percent (3.0%).

4. Owner agrees to disclose fo Agent complete and accurate information regarding
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the specifications and operation of the Property and any mertgages, liens of
sther shcumbrances affecting it.  Owner authorizes anyone having such an
encumbiance on the Property to fumnish current and complete inforimation
regarding it to the Agent. Owner authotizes Agenit to disclose informiation about
the Property to its sales personnel, co-brokers, nrospective purchasers and other
inquiting parties. Owner agrees to permit and arrange various inspections and
showings of the Property as needed, Agent shall hot be responsible or liakle in
any way for vandalism, theft or damage of any kitid whatsoever occurring at the
Property during the perfod. of this Agreement.

5. Owner agrees to inform Agent of any inquiries; or negotiations: conceiing the:

Property arid to refer to Agent the names of ail prospective purchasers and any

other brokers. real estate agents. or other persoris contacting Owner during the
listing period.

. Excapt as otherwise disolosed in witing fo Agent, to Owners. actual knowledde
and without inguity or inspection, there are no desighated vwatlands ot matsiial
defects or hazardous conditions, including ashestes or toxic materials, either
visible or unseen, in or at the Property. Agent shall have no duly to conduct an
environmental audit or other inspection of the Property.

. Seller acknowledges receiving an explanation of the types of agency
relationships that are offered by brokerage and an Agency Disclosure Form at
the first practical opportunity at whish: substantive contact oceurred between the
agent and seller, Seller acknowledges that after entering inte this writtery agendy
contract, agent might request a modification in order to aet s a dual agentor a
designated agent in a specific transaction. If asked (Please initial all issues that
appiy):

X Permission to act as a dual agentwill not be considered.

Permission to act as a dual agent may be considered at the
time | am provided with information about the other party to.a
transaction. If | agree, | will execlte a séparate written Dual
Agency Agreement.

Permission to act as a designated agent will not be
sonsidsred.

X Permission 16 act 45 a designated agent may be considered
at the fime | am provided with informatien about the other
party to a transaction. if | agree; | will execute a separate
writtert Designated Agency Agreement.

8. Owner shall retalh the right fo terminate this Agreement at afly time: during the

listing period with five (5] days written notice to Agent.

nitials O Aﬂ%;




9. Agentshall, ata minimum, perform services as outlined in Exhibit A, as attached.

Agent shall be responsible for the cost of preparation and distibution of &l
marketing materials and advertising.

10, Agent acknowledges and agrees that the negotiations for the sale of the Property
are to be treated confidentially in all respects, and that any and all information
regarding any potential purchaser, including the identify of the parties, and the
terms of any offer or counter offer are to be divulged or discussed only with such
representatives or agents of Owner, as may be designated by Owner from time
to fime. This provision shall survive the termination of this Agresment.

N WITNESS WHERECFE, the- parfies hersto have executed this Agreement as
of the date shown above.

YATNESS: ; OWNER: South: Carolina State Ports
Adthotity

(Seal)

By:
/Acaﬁﬂ'r; NAl Avant, LLC
//&\\ | (Seal)

\s\(M(}wi@eugo;,.;{c;ﬂw;bm /2y
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EXHIBIT A

SCOPE OF SERVICES

Agent will perform the following services:

L Review all appraisal, due diligence, development agreement, environmental

inforimation,

and other related site materials availgble from Owner as well as

prior offars received

I Consult with Owner, Owner’s representatives and advisors on cifering
structure and finalization of marketing plan

6n €D, and hard-copy format

TI@mmoOwW>

Up-to-date serial and ground photography
Location maps

Site plans

Site desoription and features

Synopsis of significant matetials
Demographics/market data

Other relevant material

An introductory marketing brochure

Print advertising

.  Marketthe property through a comprehensive list of marketing chamnsls

MmO 0w

Direct cantact with NAI Avant’s and NAI Global’s proprietary
databases of khown developers-and investors '

. Nl and emall cortact with targeted developerfinvestor groups

from-secondary research

Internet marketing on NAI Avant, NAL Global and Loopnet
websites

A active intermetional co-brokerage program with otfier major
sommercial real estafe companies

Direct mail 1o specialty mailing lists

Print media advertising to Include the Wall Strest Journal and
Urban Land Institute

Inftials @ A Jijﬁ
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Provide on-going updates to all Owher diracted partiss and advise on
recommendations for offering modifications, as approprlate

Work directly with prospects

Onssite-tourg

Response coordination for prospect property guestions
Market area tours

Market research for prospact market data needs
Consultation with Qwner/contract negotiations

Qualify prospects’ expetience and capabilifies 1o perform

TmoowE

Work directly with Buyer

A. Asslst with due diligence information request coordination
B. Assist with closing information needs

T
hitials O A ggﬁf




STATE BUDGET AND CONTROL BOARD BLUE AGENDA ‘Z1L
MEETING OF December 12, 2012 ITEM NUMBER

AGENCY:  Division of Procurement Services

SUBJECT:  Procurement Audits and Certifications

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

a. Forestry Commmission (for a period of three years): supplies and services, $100,000% per
commitment; major firefighting equipment per commodity codes 065, 071, 472, 073, 760
and 765, $1,000,000* per commitment; consultant services, $75,600* per commitment,
information technology, $75,000* per commitment.

#Total potential purchase commitment whether single or multi-term contracts are used.

The audit confirms the South Carolina Forestry Commission has the internal controls and
expertise to ensure compliance with the requirements of the South Carolina Consclidated
Procurement Code and ensuing regulations for the certification limits requested. Further,
the Commission requested a certification level of $1 million for Major Fire Fighting
Equipment noting a complete unit (tractor, transport and plow) costs between $240,000
and $250,000, This certification level allows the agency to buy three to four units a year
depending on Commission needs. Procurement Services’ audit results support the
certification requested. The recommendation addresses the needs of the Commission and
strategically targets its expertise for procurements of Major Fire Fighting Equipment.

b, Winthrop University (for a period of three years): supplies and services, $100,000% per
commitment; consultant services, 100,000* per commitment; information techrology,
none recommended; construction services, $100,000 per commitment; construction
contract change order, $50,000 per change order; architect/engineer contract amendment,
$25,000 per amendment.

*Total potential purchase commitment whether single or multi-term contracts are used.
The reduction in certification results from Winthrop University's failure to follow the

State’s Procurement Code. Procurement Services will perform an examination within one
vear to determine if Winthrop’s certification should be restored to its previous levels.



STATE BUDGET AND CONTROL BOARD BLUE AGENDA /‘*f
MEETING OF December 12, 2012 ITEM NUMBER , Page 2

AGENCY: Division of Procurement Services

SUBJECT: Procurement Audits and Certifications

BOARD ACTION REQUESTED:

In accord with Section 11-35-1210, grant the following procurement certification within
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 agency:

a. Forestry Commission {for a period of three years): supplies and services, $100,000% per
commitment; major firefighting equipment per commodity codes 065, 071, 072, 073, 760
and 765, $1,000,000* per commitment; consultant services, $75,000* per commitment;
information technology, $75,000% per commitment.

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

b. Winthrop University (for a period of three years): supplies and services, $100,000% per
commitment; consultant services, 100,000* per commitment; information technology.,
none recommended; construction services, $100,000 per commitment; construction
contract change order, $30,000 per change order; architect/engineer contract amendment,
$25,000 per amendment.

*Total potential purchase commitment whether single or multi-term contracts are used.
The reduction in certification resuits from Winthrop University’s failure to follow the

State’s Procurement Code, Procurement Services will perform an examination within
one year to determine if Winthrop’s certification should be restored to its previous levels,

ATTACHMENTS:

Agenda item worksheets and attachments



BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

Meeting schedufed for: December 12, 2012 ) Blue Agenda
g ;
w4 £ (] .
1. Subwmitted h}‘" N « ) /§ , j ﬁj // 7’/ L 4;2//
{a} Agency: Division of Procurement Services f{{;{a;ﬁ,g (L 2T ‘,;ﬁ.;f -
(b} Authorized Gfficial Signature: /‘,ﬂ}f{ ‘Vf}igﬁv}zf‘ Shed] y, Materrals Mapagement Officer

i

1. Subjeet: Procurement Certification for the South Carolina Forestry Comimission

3. Summary Background Information:
I accordance with Section 11-35-1210 of the South Carolina Consolidated Procurement {ode, the
Division of Procurement Services has reviewed the procurement system of the South Caroling Foresiry
Commission and recommends its certification within the parameters described in the audit report for the
following limits for a period of three years.

Current Certification
Certification Recommended
I Supplies and Services *5 100,000 *5 100,000
Per Commitrment Per Commitment
Il Major Fire Fighting Equipment *$1,000,000 *51,000,000
Per Commmodity Codes Per Commitment Por Commitment
065, 071, 672, 073, 760 & 765
Il  Consuliant Services # 75,000 *% 75,000
Per Commitment Per Cormeitment
IV, Information Technology *¥§ 75,000 *5 75,000

Per Cotmmitment

Per Commitment

*Total potential purchase commitment whether single vear or multi-term contracts gre used.

'The audit confinns the South Carolina Forestry Commission bas the internal contrels and experiise (o ensure
compliance with the requirements of the South Carolina Consolidated Procurement Code and ansuing regulations for
the certification Hmits requasted. Further, the Commission requested a certification level of §1 mitlion for Major Fire
Fighting Equipment noting & complete unit {tractor, transport and plow) costs between $240.000 and $250.000, This
certification level allows the agency to buy three to four units a year depending on Conmnission useds. Our audft
results support the certification requested. We believe the recommendation addresses the needs of the Comimission
and strategically targets its expertise for procurements of Major Fite Fighting Equiprent.

4. What is Board asked to do? :
Grant procurement certification for the South Carolina Forestry Commission by approval of the Blue
Agenda.

S What is recommendation of Board divisien involved? Approve.

6. Recommendation of other office (as required)?
(a}) Authorized Sigaature:
(b} Division/Agency Name:

7. List of supporting documents:
{a) Section 11-35-1210 of the Consolidated Procurement Code



BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

Meeting scheduled for: December 12, 2012 Biue Agenda

1. Submitted by:

{2} Agency: Division of Procurement Services
{b) Authorized Official Signature;

R. Voight Shealy, Materials Management Officer

2. Subjeet: Procurement Certification for Winthrop University

3. Summary Background Information:
In accordance with Section 11-35-1210 of the South Carolina Consolidated Procurement Code, the
Division of Procurement Services has reviewed the procurement system of Winthrop University and
recommends its certification be reduced within the parameters described in the audit report for the
following limits for a period of one year.

Current Certification

Certification Recommended
I, Supplies and Services *$200,000 *$100,000

Per Commitment Per Commitment
I, Consultant Services *$200,000 *$100,000

Per-Commitment Per Commitment
fl.  Information Technology *$200,000 None

Per Commitment Recommended
[V. Construction Services $100,000 $100,000

Per Commitment Per Commitment
V. Construction Contract Change Order $50,000 $50,000

Per Change Order Per Change Crder
VI, Architect/Iingineer Contract Amendment $ 25,000 $ 25,000

Per Amendment

Per Amendment

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

The reduction in certification results from Winthrop University’s failure to follow the State’s Procurement
Code. We will perform an examination within one year to determine if Winthrop’s certification should be
restored 1o its previous levels.

4, What is Board asked to do?
Grant procurement certification for Winthrop University by approval of the Blue Agenda,

5. What is recommendation of Board division invelved? Approve.

6. Recommendation of other office (as required)?
{(a) Authorized Signature:
{b) Division/Agency Name:

7. List of supporting documents:
(a) Section 11-35-1210 of the Consolidated Procurement Code



South Carolina Consolidated Procurement Code
Auditing and Fiscal Reporting

§ 11-35-1219. Certification

(1) Authority. The board may assign differential dollar limits below which
individual governmental bodies may make direct procurements not under
term contracts. The designated board office shall review the respective
governmental body’s internal procurement operation, shall certify in
writing that it is consistent with the provisions of this code and the
ensuing regulations, and recommend to the board those dollar limits for
the respective governmental body’s procurement not under term contract.

(2) Policy. Authorizations granted by the board to a governmental body are
subject to the following:
(a) adherence to the provisions of this code and the ensuing regulations,

particularly concerning competitive procurement methods;

(b) responsiveness to user needs;
(c) obtaining of the best prices for value received.

(3) Adherence to Provisions of the Code. All procurements shall be subject
to all the appropriate provisions of this code, especially regarding
competitive procurement methods and nonrestrictive specifications.






STATE BUDGET AND CONTROL BOARD BLUE AGENDA ‘9—
MEETING OF December 12, 2012 ITEM NUMBER

AGENCY: Executive Director

SUBJECT: Revenue Bonds

The required review on the following proposal to issue revenue bonds has been completed with
satisfactory results. The project requires approval under State law, Ceiling atlocation requests
are included in a separate agenda item,

Issuing Authority:  Jobs-Economic Development Authority

Amount of Issue; N/E $30,000,000 (2012A Tax-Exempt) and N/E 3,000,000 (20128
Taxable) Economic Development Revenue Bonds ($12,500,000
previously approved March 6, 2012)

Allocation Needed:  $30,0600,000

Name of Project; LowCountry Biomass, LLC
Employment Impact: maintain 1 job and add 14 within 12 months and 28 within 24
months

Project Description: acquiring, renovating, and equipping a facility for recycling wood
pellets for power fuel source, bedding and litter material for smail
animals, horses and chickens and associated fees and costs

Note: private sale or underwriting

Bond Counsel: E. Tyler Smith, Haynsworth Sinkler Boyd, P. A,

BOARD ACTION REQUESTED:

Adopt a resolution approving the referenced proposal to issue revenue bonds.

ATTACHMENTS:

Resclution



A RESOLUTION APPROVING THE ISSUANCE BY THE SOUTH
CAROLINA JOBS-ECONOMIC DEVELOPMENT AUTHORITY
THROUGH PRIVATE SALE (OR UNDERWRITING) OF (A) NOT
EXCEEDING $30,000,000 AGGREGATE PRINCIPAL AMOUNT
TAX-EXEMPT ECONOMIC DEVELOPMENT REVENUE BONDS
(LOWCOUNTRY BIOMASS, I.LC PROJECT) SERIES 20124, AND
{3) NOT EXCEEDING $3,000,000 AGGREGATE PRINCIPAL
AMOUNT TAXABLE ECONOMIC DEVELOPMENT REVENUE
BONDS (LOWCOUNTRY BIOMASS, LLC PROJECT) SERIES
2012B, PURSUANT TO THE PROVISIONS OYF SECTION
41-43-1160 OF SOUTH CAROLINA CODE ANNOTATED, TYTLE
41, CHAPTER 43 (1976), AS AMENDED.

WHEREAS, the South Carolina Jobs-Economic Development Authority (the “duthority”) has
heretofore under and pursuant to the provisions of Sectien 41-43-110 of South Carolina Code Annotated,
Title 41, Chapter 43 (1976}, as amended (the “der™), reguested approval by the State Budget and Control
Board of the issuance by the Authority pursuant fo the Act of its (a) not to exceed $30,000,000 Tax-Exempt
Economic Development Revenue Bonds (LowCountry BioMass, LLC Project) Series 2012A; and (b) not to
exceed 53,000,000 Taxable Economic Development Revenue Bonds (LowCountry BioMass, LLC Project)
series 20128 (such Series 2012A and Series 20128 Bends, collectively, the “Bonds™), through private sale
{or underwriting) which the Authority has determined to be most advantageous; and

WHEREAS, the Authonty represents to the State Budget and Control Board that the Bonds will be
placed by a financial mstitution through a privaie placement (or underwriting) acceptable to the Authority;

NOW, THEREFORE, BE IT RESOLVED, by the Siate Budget and Coatrel Board of the State
of South Caroling, as foliows:

Section 1. It is hereby found, determined and declared by the Board that the Petiticn, as amended,
filed by the Authority contains all matters required by Jaw and the rules of this Board to be set forth therein,
and that in consequence thereof the jurisdiction of this Board has been properly inveked under and pursuant
to Section 41-43-110 of the Act.

Section 2. In consequence of the [oregoing, the proposal of the Authority to issue the Bonds
through privaie sale (or underwriting) acceptable fo the Authority be and the same is hereby in all respects
approved,

Section 3. This Resolution shali take effect immediately.



STATE BUDGET AND CONTROL BOARD BLUE AGENDA
MEETING OF December 12, 2012 ITEM NUMBER é

AGENCY:  Executive Director

SUBJECT: Economic Development (2012 Ceiling Allocations)

The initial balance of the 2012 state ceiling allocation is $444,526,850. In accord with Code
Section 1-11-520, $177,810,740 (40% of the total) was designated as the state pool and
$266,716,110 (60% of the total) was designated as the local peol. There is presently a state
ceiling balance of $428,826,850 remaining for 2012. Allocation requests for 2012 totaling
$72,500,000 have been received thus far,

The recommendation from the Department of Commerce for allocations for this cycle totals
$30,000,000. The Department of Commerce makes the following recommendation for allocation
from: the tocal pool:

JEDA LowCountry Biomass, (Jasper County), $30,000,000.

If the Board approves the recommended request, this will leave an unexpended state ceiling
balance 0f $398,826,850 (state pool - $177,810,740; local pool - $221,016,110) o be allocated
later in the calendar year.

-Additionally, in accord with 8.C. Code of Laws Section 1-11-560, JEDA has requested the
allocation to LowCountry Biomass be designated as carryforward for use in subsequent years,
The project is for a solid waste recycling facility and, therefore, qualifies for carryforward
designation for the next three calendar years.

BOARD ACTION REQUESTED:

In accord with Code Section 1-11-500 et seq. and upon the recommendation of the Department
of Commerce, grant the following tentative ceiling allocation from the local pool, designate the
allocation for carryfoward for the next three calendar years, and authorize the filing of a
carryforward election with the Internal Revenue Service: '

JEDA LowCountry Biomass, (Jasper County), $30,000,000,

ATTACHMENTS:

2012 Ceiling Allocation Requests; Young 11/29/12 Memo; Smith 12/4/12 letter with amended
petition; Code Section 1-11-500 et seq.



Summary, CY 2012

2012 Souyth Carofina State Ceiling Allocations

2012 State Ceiling 444 526,850 ﬂmmhmxnm Avallable; 398,826,850
initial Aliocations 72,500,000
Expired/Relinguished 28,800,000
Actual Allocations 45,700,000
Certified for lssue 15,700,060
Carried Forward 0 :
Allocation Expired/ Certified Issue
lssuer Name of Projeci Amount Relinquished for Issue Date Attorney
Allocation: 3/6/12 Expiration: 6/4/12 .
JEDA LowCountry BioMass, LLC 12,500 000 12,500,000 expired Srth
Allocation: 5/9/12  Expiration: 8/7/12 (reinstated 8/8/12)
JEDA Viva Recycling of South Carclina, LLC 20,000,000 4,300,000 15,760,000 8/31/12 McKinney
Allocation:8/8/12 Expiration: 11/6/12 _
JEDA BauschlLinnemann North America, inc. 10,000,000 10,060,000 expired Lucas
Affocation:12/12/12 Expiration: 12/31/12
JEDA LowCaountry BioMass, LLC 30,000,000 Smith

M2712012



2012 South Carolina State Ceilling

Balance remaining as of December 12, 2012, if ceiting allocation is granted

State Poal (40%)
Total State Pool (40%)

177,810,740
177,810,748

Lacal Poot (0%} 256,716 110
Toial Locet Poot [60%) 206,716,110
Certified State Cefling 2012 444,526 550
Dafe Amount Balance Certified Issue
Alfocated Governmental Unit Name of Project Poo! Total Allocated Available for lssue Date Atforney
o/04542 STATE POOL 17T BG4
TOTAL, STATE POOL 177,810,740 [ 177,810,740 a2
otart?  LOCAL POOL 268,716,114
G3/06/12 JEDA LowCountry BlodMass, LLC 0 a expired  Smith
05/08/42  JEDA Viva Recyciing of South Carolina, 11O 15,700,060 15,700,000 Jones
08/08/12  JEDA Bauschlinnemann Morih Amearica, Inc, 0 3] axpired Lucas
12112012 JEDA LowCountry BioMass, LEG 30.000.000 Smith
TOTAL, LOCAL POOL 286,716,110 45,700,600 221,016,110 15,708,000
GRAND TOTAL 444,526 880 A5 760,000 308,826,858 15,700,000

1H27R2012
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Nikki R, Haley SOUTH CAROQLINA Robart 8. Hitt 1
Governor DEPARTMENT OF COMMERCE Socrotary

MEMORANDUM

To:  Delbert Singleton

From: Daniel Young /hOy

Date: November 29, 2012

Re:  December 12, 2012 meeting

Upon the request of the Budget & Control Board, the South Carolina Department of Commeree
evaluates allocation requests that pertain to economic development,

After reviewing the information provided by the law firm of Haynesworth Sinkler Boyd PA,
Commerce recommends approval of Feonomic Development bonds at the December 12, 2012,
Budget & Control Board meeting. The company is committing to create 28 new jobs within 24
motiths.

IName Amount Seore County

LowCountry BioMass $30,000,000 3 Jasper

Please fet me know if you have any questions,

Thank you.

1201 Main Street, Suite 1608, Columbia, SC 29201
Tel: {803} 7370400 » Fau (803} 737-0418 » www.sceommerce.com
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FACSIMILE 864.240.3300
www hgbiawlirm,com

GOROTHY L. PRY
FARALEGAL

DIRECT DIAL HUMBER B864.240.324%
dary@hebiawlirm com

December 4, 2012

Mr. Delbert H. Singleton, Jr.
State Budget and Control Board
604 Wade Hampton Buikding
Columbia, South Carolina 25201

Re; Not Exceeding 330,000,000 South Caroling Jobhs-Economic Development Authority Tax-Exempt Economic
Developmen: Revenue Bonds (LowCountry BloMass, LLC Project) Series 20124, ond Not Exceeding
$3,000,000 South Caroling Jobs-Economic Development Authority Taxabie Economic Devefopment Revenue
Bonds (LowCountry BioMass, LLC Project) Series 20128 (the “Bonds ")

Drear Mr. Singleton:
Enclosed kindly find:

¢ Anamended petition from JEDA in which paragraph 6 requests the $30 million of state ceiling be
allocated with the request for camryforward into 2013

* The original JEDA inducement resolution in which paragraphs 4 and 8 authorize the inducement
agreement as well as providing the JEDA Execulive Direcior generally to take acticns in respeet of
the financing. (As you know, this resclution was subsequently amended as to the bond / project
amounts and descriptions.)

*  The original JEDA inducement agreement in which paragraphs 3.02(d), 2.01 and 2.04 provide for
: similar authority. (Again and as yousknow, this agteement was likewise subsequently amended as
to the bond / project amounts and descriptions.)

One helpful item that I do note, is that it appears that in the JEDA resolutions we have typically not inciuded
an express reference to ceiling cap aliocation, but mther have included the broad authority for JEDA to
include that information in the petition (now amended as attached to request the $30 million carryforward).

Also, Delbert, in case it may be of any assistance to you, you may consider this letter 1o constitute the legal
opinion of this firm that no further aclion is required, under South Carolina or federal statutes, for the request
for carryforward of the $30 million of ceiling allocation requested in the accompanying petition.

As always, kindly call Dorothy or me with any questicns.

HAYNSWORTH SINKLER BEZYD, P.A.

e |
- : v
E. Tyler rzgh




STATE OF S0UTH CAROLINA )
)
COUNTY OF RICHLAND }
} AMENDED
TG THE STATE BUDGET AND CONTROL } PETITION OF SOUTH
) CAROLINA JOBS-ECONOMIC
BOARD OF SOUTH CAROLINA } DEVELOPMENT AUTHORITY
)

This Amended Petition of the South Carolina Jobs-Economic Development Authority (the
“4 pthoriey™), pursuant 10 South Caroling Code Annotated, Title 41, Chapter 43 (1975), as amended (the
“der™), and specifically Scction 41-43-1 10 thereof, respectfully shows:

L The Authority on July I8, 2011, approved & Petition with respect to the not exceeding
$8,600,000 of its Economic Development Revenue Bonds (LowCountry Biomass, LLC Project) (the
“Originally Authorized Bonds"), the proceeds of which would be used to defray the cost, as applicable, of
the acquisition, renovation, equipping, and instaliation of & wood pellet mill manufacturing facility for use
as a biomass manufacturing and recycling facility using wood residue generated from locsl sawmiils (and
other sources to the extent applicable} as a source of fber feedstock for the menufacturing of wood pellets
1o be used a5 a fuel source for the production of clockricity or heat, as bedding material for horses and
chickens, and as litter material for small animals, to be Jocated at 523 and 579 Nimmer Tuif Rosd in
Ridgeland, Jusper County, South Caroling; and to pay corfain costs of issuance.

2, The Authority on February 24, 2042, approved an Amended Petition with respect 1o the
bifurcation and increase in the principal amount of the Originafly Authorized Bonds resulting in the
authorization of {a}not exceeding $12,500,000 agpregute principal amount Tex-Exempt Economic
Development Revenue Bonds (LowCountry BioMass, LLC Project) Series 2012A, and (b) not exceeding
$1,500,000 aggregate principal amount Taxable Economic Development Revenue Bonds {LowCountry
BioMass, LLC Project) Sﬂl‘lts 201218,

3 The Authont) on September 1, 2012, approved an Amended Petition with respect 1 8
chanige in the scope of the Project and financing structure which necessitated modifying the financing as
follows: (1) tax-exempt Series 2012A Bonds in a principal amount not exceeding 330,800,000 to be used to
defray the costs of the acquisition, equipping, renovation, rehubilitation and instaliation of a wood pellet
mill manufacturing facility, including the addition of one or more dryers, mills presses and other equipment,
for use as a biomass manufacturing and recycling facility using wood residue generated from local sawmills
(and other sources to the extent applicable) as & source of fiber feedstock for the manufacturing of wood
pellets to be used as & fuel source for the production of electricity or heat, a3 bedding material for horses and
chickens, and as litter material for smal! animals (the “Profect™), to be located at 523 and 579 Nimmer Turf
Road in Ridgeland, Jasper County, South Caroling, and in financing certain costs of lssuance of and relating
to the Bonds; and (2) taxable Series 20128 Bonds in a principal amount not exceeding $3,005,000 to sssist
in finzncing certain costs of issuance of and relating to the Bonds and, if applicable, additional iject COSES.
Portions of the proceeds ef the bonds would also be applied, 10 the extent applizable, in financing in whole
or in part (i debt service reserve fund (if applicable) deposus. end (ii} capitalized imerest and additional
debt service payments in relationio the bonds, ‘



4. The Borrower has informed the Authority that a chanpe in the scope of the Project
necessitates restating the description of the Project as follows:

(1) tax-exempt “Series 20724 Bonds” in a principal amount not exceeding
$30,000,000 to be used to finance, reimburse and/or refinance, as applicable, costs of the
scquisition, equipping, renovation, rchubilitation and installation of & wooed pellet mill
manufacturing facility (including any acquisition, construetion and/or expansion of one or
more buildings or other structures if ultimately a part of the facility), including the addition
of one or more energy and drying systems, pellet presses and other equipment foruse s 2
biomass manufacturing and reeycling facility using wood residue generated from local
sawmills {and other sources to the extent applicable) as & source of fiber feedstock for the
manufacturing of wood pellets to be used as a fuel source for the production of electricity
ar heat, as bedding material for horses and chickens, and ag litter material for small
animals (the “Prafect™), (o be located at 523 mnd 57% Nismmer Tusf Road in Ridgeland,
Jasper County, South Carolina and in financing certnin costs of issuance of and relating to
the Bonds; and (2) taxable “Serfes 20028 Bonds™ (together with the Series 2012A Bonds,
the “Bonds™) in a principal amount not exceeding §3,000,000 to assist in financing certain
costs of issuance of and relating to the Bonds and, if applicable, additional Project costs.
Portions of the proceeds of the Bonds may also be applied, to the extent applicable, in
financing in whole or in part (i) debt service reserve fund (if applicable) deposits; and
(if) capitalized interest and additional debt service payments in relation 10 the Bonds,

s. The Bourd of the Authority on November 13, 2012, approved & resolution amending the
resolition adopted on July 18, 2011, and amended on February 24, 2012, and September 11, 2012, so a5 to
amend the description of the Project as stated above, and authorized the Executive Director to execute and
deliver this amended petition.

6, The Authority, at the request of the Borrower, hereby requests that the State Budget and
Contro! Board (3) alflocate to the Bonds such portion of the state ceiling ay established by the Tax Reform
Act of 1986 and the internal Revenuve Code of 1986, as amended, as is necessary for the issuance of the
Bonds to finance the Project (not exceeding $30,000,000) and {i1) permit the carryforward of such aliocation
into the calendar year 2013 in the event that the Bonds do not close in the calendsr year 2012,

7 All other nspacts of the Project will remain g3 stated in the Petition dated July 18; 201 1, and
amended on February 24, 2012, and September 11, 2012,

Respectiully submitted,

SOUTH CAROLINA JOBS-ECONQMIC
DEVELOPMENT AUTHORITY

Executive Director

Dated; December 4, 2012



ARTICLE 3.
ALLOCATION OF STATE CEILING ON ISSUANCE OF PRIVATE ACTIVITY BONDS
SECTION 1-11-800. Calculation and certification of state ceiling.

The state ceiling on the issuance of private activity bonds as defined in Section 146 of the Internal Revenue Code
of 1986 (the Code) established in the act must be certified annually by the Budget and Control Board secretary
based upan the provisions of the act. The board secretary shall malke this certification as soon as practicable afier
the estimates of the population of the State of South Carolina to be used in the calculation are published by the
United Staies Bureau of the Census but in no event later than February first of each calendar year.

SECTION 1-11-510. Allocation of bond limit amounts.

{A) The private activity bond limit for all issuing authorities must be allocated by the board in response to
authorized requests as described in Section 1-11-530 by the issuing authorities.

(B) The aggregate private activity bond limit amount for all South Carolina issuing authorities is allccafed
initially to the State for further allocation within the limits preseribed herein,

{C) Except 28 is provided in Section 1-11-540, all aliocations must be made by the board on a firsi-come,
first-served basis, to be determined by the date and time sequence in which complete authorized requests are
received by the board secretary,

SECTION 1-11-520. Private activity bond limits and poots.

(A) The private activity bond limit for all state government issuing authorities now or bereafter authorized to issue

private activity bonds as defined in the act, to be known as the “state government pool”, is forfy percent of the

gtate ceiling less any amount shifted to the local pool as described in subsection (B) of this section or plus any
~amount shifted from that poot.

(B) The private activity bond Timdt for all issuing authorities other than siate govermment agencies, to be known as

the “local pool”, is sixty percent of the state ceiling plus any amount shifted from the state government pool or

less any amount shifted to that pool,

{C) The board, with review and comment by the Joint Bond Review Committee, may shift una]zocated amounts
“Hrom one pool to the other at any time.

SECTION 1-11-530. Authorized requests for allocation of bond limit amounts,

(4) For private activity bonds proposed for issue by other than state government issuing authorifies, an suthorized
request 1s a request included in & petition to the board that a specific amount of the state ceiiing be allocated to the
bonds for which the petition is filed. The petition must be accompanied by a copy of the Inducement Contract,
Inducement Resolution, or other comparable preliminary approval entered into or adopied by the issuing
suthority, if any, relating to the bonds. The beard shall forward promptly to the commitiee a copy of each petition
received.

(B} For private activity bonds proposed for issue by any state government issuing authority, ar authorized request
is a request m¢luded in 2 petition fo the board that a specific amount of the stale ceiling be allocated to the bonds
for which the petition is filed. The petition must be accompanied by a bond resolution or comparahle action by
the issuing authority authorizing the issuance of the bonds. The board shall forward promptly fo the commitiee 2
copy of each petition received.

(<) Each authorized request must demonstrate that the allocation amount requested constitutes all of the private
activity bond financing contemnplated at the time for the project and any other facilities located at or used as a part
of ar integrated operation with the project.



SECTION 1-11-540, Limisations on allocations.

{A) The board, with review and comment by the committee, may disapprove, reduce, or defer any authorized
request. If it becomes necessary to exercise this authority, the boerd and the committes shall take into account the
public interest in promoting economic growth and job creation.

{(B) Authorized requests for state ceiling allocations of more than ten willion dollars for a single project are
deferrec until after July first unless the board, after review and comment by the commitiee, determines in any
partioular instance that the positive impact upon the State of approving an allecation of an amount greater than ten
million dolars is of such sipnificance that approval of the altocation is warranted.

SECTION 1-11-550, Certificates by issuing authority and by board.

(A) An allocation of the state ceiling approved by the board is made formal initially by a certificate which
allocates tentatively a specific amount of the state ceiling to the bonds for which the allocation is requested. This
sentative allocation certificate must specify the state ceiling amount allocated, the issuing authority and the project
involved, and the tme period during which the tentative .allocation is valid. This certificate must remmd the
issung autherity that the tentative allocation is made final after the issuing authority ehajrman or other duly
authorized official or agent of the issuing authority, before the isdue is made, certifies the issue amount and the
projected date of issue, as is required by subsection (B) of this section. Tt also may include other information
considered relevant by the board secretary.

(R) The chairman or other authorized official or agent of an issuing authority issuing any private activity bond for
which a porfien of the state ceiling has been aliocated tentatively shall execute and deliver to the board secretary
an issue amount certificate setting forth the exact amount of bonds to be issued and the projected bond issue date
which date must not be more than ten business days after the date of the issue amount certificate and it must be
vefore the state ceiling allocation involved expires. The issue emomnt certificate may be an executed copy of the
appropriate completed Internal Revenue Service form to be submitted to the Internal Revenue Service on the 1ssue
or it may be in the form of a letter which certifies the exact amount of bonds to be issued and the projected date of
the igsue, :

(C) In response to the issuing authority’s issue amount certificate required by subsection (B) of this section, the
board secretary is authorized to issue and, as may be necessary, to revise a certificate making final the celling
aliocation approved previousty by the board on a tentative bagis, if the secretary determines that:

(1) the issuing authority’s issue amount certificate specifies an amount not in excess of the approved tentative
ceiling allocation amount,

(2) the issue amount certificate was received prior to the issue date projected and that the certificate 15 dated not
more than ten days prior to the issue date projected;

(3) the issue date projected is within the time period approved previously for the tentative ceiling allocation; and.

(4) the bonds when issued and combined with the total amount of bonds requiring a ceiling allocation included in
issue amount certificates submitied previously to the board by issuing authorities do not exceed the state ceiling
for the calendar year. Bxcept under extraordinary circumstances, the board secretary shell issue this certificate
within two business days following the date the issue amount certificate 18 Teceived.

(D) In accordance with Section 149(e)(2)(F) of the Code, the secretary of the Budget and Contro] Board is
designated as the state official responsible for certifying, if applicable, that certain bonds meet the requirements of
Section 146 of the Code relating to the volume cap on private activity bonds.

(E) Any tentative or final state ceiling allocation granted by the board before the effective date of this act remains
valid as an allocation of a portion of the vélume cap for South Carolina provided under Section 146 of the Code,
The allocations expire in accordance with the regulations under which they were granied or extended and thewr
validity may be extended or reinstated in accordance with the provisions of Sections 1-11-500 through 1-11-570.



SECTION 1-131-560. Time limits on allocations.

{A) Any state ceiling allocation approved by the board is valid only for the calendar year in which it is approved,
unless eligivle and approved for carry-forward elestion or unless specified differently in the board cerificates
required by Section 1.11-550.

(B) Unless eligible and approved for carry- forward election or unless specified differently in board ceriificates
required by Section 1-11-530, each state ceiling allocation expires automatically if the bonds for which the
allocation is made are not issued within ninety consecutive calendar days from the date the allocation is approved
by the board.

{C). In response to a written request by the chairman ar other duly awthorized official or agent of an issuing
authority, the board, acting during the period en approved allocation is valid, may extend the period in which an
allocation is vahid in a single calendar year by thirty-one consecutive calendar days to a total of not more than one
hundred twenty-one consecutive calendar days.

(D) In response to a written request by the chairman or other authorized official or agent of an lssuing authority,
the board may reinstate for a period of not more than thirty-one consecutive calendar days in any one calendar
year part or ajl of an allocation approved but not extended previously in accordance with subsection {C} of this
section in that same calendar year which has expired. The reinstaternent request must certify that the authorized
request submitted previously is still true and correct or a new authorized request must be submitted,

(B} A tentative ceiling allocation is canceled automatically if the chairman or other authorized official or agent of
the issuing authority involved fails to deliver the issue amount certificate required by Section 1-11-550 1o the
board secretary before the bonds for which the aliocation is made are issued. ,

(F) The chairman or other authorized official or agent of an issuing autherity shall advise the board secretary in
writing as soon as is practicable after a decision is made not to issue bonds for which a portion of the state ceiling
has been allocated. All notices of relinguishment of ceiling allocations must be entered promptly in the board’s
records by the board secretary.

(G) Ceiling allocations which are eligible and approved for carry-forward election are not subject to the validity
timits of this section. The board shali join with the issuing authorities mvolved i carry-forward election
statements-to meet the requirements of the Internal Revenue Service,



STATE BUDGET AND CONTROL BOARD BLUE AGENDA g
MEETING OF December 12, 2012 ITEM NUMBER

AGENCY:  Executive Director

SURJECT:  Economic Development - 2012 Ceiling Allocations {2012 Volume Cap
Carryforward)

The initial balance of the 2012 state ceiling allocation was $444,526,850. In accord with Code
Section 1-11-520, $175,763,832 (40% of the total) was designated as the state pool and
$263,645,748 (60% of the total) was designated as the local pool, There is presently a state
ceiling balance of $428,826,850 remaining for 2012. Allocation requests for 2012 totaling
$72,500,000 have been received thus far.

In accord with S.C. Code of Laws Section 1-11-500, et seq., the South Carolina State Housing
Finance and Development Authority has requested that any unallocated state ceiling balance
remaining at the end of the calendar year be designated to the Authority as carryforward for use
in subsequent years. The Board is asked to allocate any remaining 2012 state ceiling balance at
year-end to the South Carolina State Housing Finance and Development Authority for use in the
issuance of bonds to provide housing to the members of State Housing’s “beneficiary classes”
(i.e., mortgage revenue bonds/mortgage credit certificates, and qualified residential rental bonds)
for carryforward for the next three calendar years.

BOARD ACTION REQUESTED:

Authorize the allocation of any remaining 2012 state ceiling balance at year-end to the South
Carolina State Housing Finance and Development Authority for use in the issuance of bonds to
provide housing to the members of State Housing’s “beneficiary classes” (1.¢., mortgage revenue
bonds/mortgage credit certificates, and qualified residential rental bonds) for carryforward for the
next three calendar years and authorize the filing of a carryforward election with the Internal
Revenue Service.

ATTACHMENTS:

2012 Ceiling Allocations; State Housing Petition; Section 1-11-500 et seq.



2012 South Caroline State Ceiling

Batance resmaining as of December 12, 2012

State Paol (40%)
Total State FPool (40%])

Local Pool (88%,)

177,840,740
177,810,740

266,716,110

Total Local Pool (60%) 256 716 110
Certified State Ceidling 2042 444, 526,850
Date Amopt Balante Certified Issue
Affocated Governmental Unit Name of Project Pool Total Aftocated Availabie for Issue Date Attorney
01/04M3  STATE POOL 177,810,740
TOTAL, STATE POOL 177,814,740 6 177,818,740 )
104112 LOCAL POOL 266,715,110
0306H2  JEDA LowGountry Biohdass, L1L.C g 0 expred  Smith
05/0%/12  JEDA Viva Recycling of South Caroting, LLC 15,700.000 15,700,000 Jones
080812 JEDA Bauschiinnemann North America, Inc. 0 0 expired  Lucas
TOTAL, LOCAL POOL 266,716,110 15,700,000 251,016,110 15,706,000
GRAND TOTAL 444,526,850 15,760,000 428,825,850 15,704,000

1205/2012




STATE OF SOUTH CAROLINA

COUNTY OF LEXINGTON

TO THE STATE BUDGET AND CONTROL
PETITION
BOARD OF SOUTH CAROLINA

i I U

This Petitton of the South Caroling State Housing Finance and Development Authority (the “Authority™)
respectiuily shows:

1. The Awhority is an "igsuing avthority,” as such term is used in Act No. 117 of the Acts and Joint
Resolusons of the General Assembly of the State of Scuth Carolina of 1987 (the “AHocation Act”) establishing a plan
for the allocation of the State of South Carolina's volume limitation with respect to private activity bonds (as defined in
Section 141 of the Internal Revenue Code of 1986) imposed by the Tax Reform Act of 1986.

2. The Allocation Act autherizes the Auothority to submit its request to the State Budget and Control Board of
South Carolina (the “State Board”) that z poriion of the State Celling established by the Tax Reform Act (the *State
Ceiling™) be allocated to bonds proposed to be issued by the Authority,

3. The Authority is informed and believes that a pordon of the 2612 Swate Ceiling has not yet been allocated
and will, unless allocated on a carryfarward basis, be lost to the State at the end of the corrent calendar year.

4, Based upon the need which it has found to exist, the Authority has determined it may Issue one or more
series of its revenue bonds or mortgage credit certificates pursuant to the authorizations granted to it ander Title 31,
Chapter 13, Code of Laws of South Carcling, 1976, as amended, which will be now issues and which will require
allocations of the State Ceiling.

& In order to picserve the unailocated portion of the State’s 2012 Private Activity Bond Ceiling, and in order
further to lessen the demand for the State’s 2013 Private Activity Bond Ceiling, the Authority respectfully requests that
it be aflocated on a carryforward basis, such of the State’s 2012 Private Activity Bond Ceiling as shall remain
unallocated at the end of 2012, such ceiling w0 be apportioned between the issuance of Morigage Revenue
Bonds/Mortgage Credit Certificates and Qualified Residential Rental Bonds in such amounts as shall be requested by
the Authority prior e the filing by the State Board of s IRS Form 8328, “Carryforward Election of Unused Private
Activity Bond Volume Cap™.

6. This Petition constitutes an “authorized request,” within the meaning of Section 4 of the Allocation Act.
Upon the basis of the foregoing, the Asthority respectfully prays:

That the State Board accept the filing of the Petition presented herewith, that it allocate to the Authority on a
carryforward basis, such of the State’s 2012 Private Activity Bond Cetling as shail remain unaliocated at the end of
2012, such ceiling to be apportioned between the issuance of Mortgage Revenue Bonds/Morigage Credit Certificates
and Qualified Residential Rental Bonds in such amounts as shall be requested by the Authority prior fo such allocation.

November 15, 2012,
Respectfully submitted,
SOUTH CARCLINA STATE HOUSING
FINANCE AND DEVELOPMENT
AUTHORITY

sanew (. Zofion,

Tracey @Easton
General Counsel




ARTICLE 3.
ALLOCATION OF STATE CEILING ON ISSUANCE OF PRIVATE ACTIVITY BONDS
SECTION 1-11-500. Calculation and certification of state ceiling.

The state ceiling on the issnance of private activity bonds as defined in Section 146 of the Internat Revenue Code
of 1986 (the Code) established in the act must be certified annually by the Budget and Control Board secretary
basad upon the provisions of the act. The board secretary shall make this certification as soon as practicable after
the estimates of the population of the State of South Carolina to be used in the caleulation are published by the
Uinited States Bureau of the Census but in no event later than February first of each calendar year.

SECTION 1-11-510. Allocation of bond Uimit amounts.

(A) The private activity bond limit for all issving suthorities must be allocated by the board in response to
authorized requests as described in Section 1-11-530 by the issuing authoritics.

(B} The aggregate private activity bond Hmit-amount for all South Carolina issuing authorities is allocated
initially to the State for further allocation within the limits prescribed herein.

(C) Except as is provided in Section 1-11-540, 2ll aliocations must be made by the board on a firshoome,
frst-served basis, to be determined by-the date and time sequence in which complete authorized requests are
received by fhe board secretary.

SECTION 1-11-520, Private activity bond limits-and pools,

(A} The private activity bond limit for all state government issuing suthorities now of hereafter authorized to issue
private activity bonds as defined in the act, to be kmown as the “state government poot”, is forty percent of e
state cesling less any amount shifted to the local pool as described in subsection (B) of this section or plus any
- amount shifted from that pool.

{B) The private activity bond limit for all issuing authorities other than state government agencies, to be lmown as
the “local pool”, 15 sixty percent of the state ceiling plus any amount shified from the state government pool or
less any amount shified to that poaol.

{C) The board, with review and conm"eut by the Joint Bond Review Committee, may shift unallocated amounts
from one pool to the other at any time:*

SECTION 1-11-530. Authorized reguests for allocation of bond limit arnousts.

{A) For private activity bonds proposed for issue by other than state povernment issuing authorities, en authorized
request is a request mcluded in a petition fo the board that a specific amount of the state ceiling be allocated to the
bonds for which the petition is filed, The petition must be accompanied by a copy of the Inducement Contract,
Inducement Resolution, or other comparable preliminary approval entered into or adopted by the issuing
suthority, if any, relating to the bonds. The board shall forward promptly teo the commitlee 2 copy of each petition
received. ,

(B} For private activity bonds proposed for issue by any state government issuing authority, an authorized request
is a request included in a petition to the board that a specific amount of the state ceiling be allocated to the bonds
for which the petition {3 filed. The peti ition must be accompanied by 2 bond resolution or comparable astion by
the issuing authonity authorizing the issuance of the ‘nands The board shall forward promptly to the commitice &
capy of each petition received.

{C) Each authorized request must demonstrate that the altocation amount requested constitutes all of the private
activity bond financing contemplated at the time for the project and any other facilities located at or used as a part
of an inteprated operation with the project.



SECTION 1-11-340. Limitations on ailocations.

{A) The board, with review and comment by the committee, may disapprove, reduce, or defer any authorized
request. If it hecomes necessary to exercise this authority, the board and the commitiee shall take into account the
public interest in promoting econonue growth and job creation.

{B) Authorized recuests for state ceiling allocations of more than ten million dollars for a single project are
deferred uniil after July first unless the board, after review and comment by the commitiee, determines in any
particular instance that the positive impact upon the State of approving an allocation of ar: amount greater than ten
million dollars is of such significance that epproval of the allocation is warranted.

SECTION 1-11-550, Certificates by issuing suthority and by beard.

(A) An allocation of the state ceiling approved by the boerd is made formal initially by 2 certificate which
allocates tentatively a specific amount of the state ceiling to the bonds for which the allocation is requested. This
tentative allocation certificate must specify the state ceiling amount allocated, the issuing authority and the project
involved, and the time period during which the tentative allocation is valid. This certificate rust remind the
issuing authority that the tentative allocation ig made final after the issuing suthority chafrman or other duly '
authorized official or agent of the issuing authority, before the issue is made, vertifies the issue emountand the
projected date of issue, as is required by subsection (B) of this section. It also may include other information
considered relevant by the board secretary. ‘

(B) The chairman or other authorized official or agent of an {ssuing authority issuing any private activity bond for
which a portion of the state ceiling has been allocated tentatively shall execute and deliver to the board secretary
an issue amount cettificate setting forth the exact amount of bonds 1o be issued and the projected bond issue date
which date must not be more than ten business days after the date of the issue amount certificate and it must be
before the state ceiling allocation involved expires. The issue amount certificate may be an executed copy of the
appropriate completed Internal Revenue Service form to be submitted to the Internal Revenue Servive on the issue
or it may be in the form of 2 letter which certifies the exact amount of bonds to be issued and the projected date of
the issue.

(C) I response to the issuing authority’s issue amount certificate required by subsection (B) of this section, the
board secretary is authorized to issue and, as may be necessary, to revise a certificate making final the ceiling
allocation approved previously by the board on a tentative basis, if the secretary determines that:

(1) the isswing authorify’s issue amount certificate specifigs an amount not in excess of the approved tentative
ceiling allocation amount;

(2) the issue amount certificate was received prior to the issue dafe projected and that the certificate is dated not
more than ten days prior to the issue date projected;

(3) the issue date projected is within the time period approved previously for the tentative ceiling allocation; and
(4) the bonds when issued and combined with the total aroount of bords requiring a ceiling allocation included in
issue amount certificates submitted previously to the board by fssuing authorities do not excesd the state ceiling
for the calendar year. Except under extraordinary cireumstances, the board secretary shall issue this certificate
within two business days followmg the dafe the issue amount cerfificate is received.

(D) In accordance with Section 14%(e)(2)¥) of the Code, the secretary of the Budget and Controf Board is
designated as the state official responsible for certifying, if applicable, that certain bonds meet the requirements of
Section 146 of the Code relating to the volume cap o private activity bonds.

(E) Any tentative or final state ceiling allocation granted by the board before the effective dafe of this act remains
vaiid as an allocation of a portion of the volume cap for South Carolina provided under Section 146 of the Code,
The allocations expire in accordance with the regulations under which they were granted or extended and their
validity may be extended or reinstated in accordance with the provisions of Sections 1-11-500 through 1-11-570.



- SECTION 1-11-5364. Timé limits on allocations.

(A). Any state ceiling allocation approved by the board is valid only for the calendar year in which 1t is approved,
unless eligible and approved for carry-forward clection or uniess specified differently in the hoard certificates
required by Section 1-11-350. '

(B) Unless eligible and approved for carry- forward election or unless specified differently in board certificates
required by Section 1-11-550, each state ceiling aliocation expires automatically if the bonds for which the
allocation is made are not issued within ninety consecutive calendar days fom the date the allocation is approved
by the board.

(C) In response to a written request by the chatrman or other duly authorized official or agent of an issuing
authority, the board, acting during the period an approved allocation ts valid, may extend the period i which an
allocation is valid in a single calendar year by thirty-one consecutive calendar days io 2 total of not more than one
hundred twenty-one consecutive calendar days.

{D) In response to a written request by the chairman or other zuthorized official or agent of an issuing authority,
‘the board may reinstate for & period of not more than thirty-one consecutive calendar days in any one calendar
year part ar ali of an allocation approved but not extended previously in accerdance with subsection {C) of this
section in that saree calendar year which has expired. The reinstatement request must certify that the authorized
request submitted previously is still frue znd corrset or a new authorized reguest must be submitted,

(E} A tentative ceiling allocation is canceled autoratically if the chairman or other authorized official or agent of
the issuing authority mnvolved fails to deliver the issue amount certificate required by Section 1-11-550 to the
board secretary before the bonds for which the allocation is made are issued. ,

(F) The chairman or other authorized official or agent of an issuing authority shall advise the board secretary i
writing as soon as is practicable after a decision is made not to issue bonds for which a portion of the state ceiling
has been allocated. All natices of relinguishment of ceiling allocations must be entered promptly in the board’s
records by the board secretary.

(G) Ceiling allocations which are eligible and approved for carry-forward election are not subject to the validity
limits of this section. The board shall join with the issuing authorities involved m camry-forward election
statementsto meet the requirements of the Internal Revenue Service.



STATE BUDGET AND CONTROL BOARD BLUE AGENDA g
MEETING OF December 12, 2012 ITEM NUMBER

AGENCY:  Executive Director

SUBJECT:  Qualified Public Educational Facilities (2012 Volume Cap Carryforward)

Internal Revenue Code Section 26 U.8.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 {o 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,

(i) Rules for carryforward of unused limitation. A State may elect to carry
forward an unused limitation for any calendar year for 3 calendar years foliowing 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 carryforward may be elected is
the issuance of exempt facility bonds described in subsection (a)(13).

The volume cap for calendar year 2012 was $46,729,300 and has been unused, The Board is
asked to elect to carryforward the entire volume cap for 2012 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 carryforward election with the Internal Revenue Service in connection with such
allocation. Pursuant to Section 142(k)(5)B)(ii) the carryforward will be valid for the next three
calendar vears.

BOARD ACTION REQUESTED;

Approve the carryforward of the unused volume cap allocation for gqualified publie educational
facilities for calendar year 2012 to be used for the issuance of bonds of such bonds and authotize
the filing of a carryforward election with the Internal Revenue Service in connection with such
allocation to be valid for the next three calendar years.

ATTACHMENTS:

Ihternal Revenue Code 26 1.8.C, Section 142; Certification of 2012 State Ceiling for Qualified
Public Fducational Facilities Bonds



& 142 FEDERAL TAXATION OF MUNICIPAL BONDS

(ot later than 6 months after the clos of such period) to redeem bonds which
. are part of suclh issue.

{§) Enviroumental enhancements of hydro-clectric generating facilities.

{1) In general. For purposes of subsection {a)(12)yhe term “cnvironmental
enhancements of hydroelectric generating facilities™ means property—

{AY the use of which is related to u federally licensed hydroelectric
generating facility owned and operated by & governmental unit, and '

. (B) which—.

(i) protects or promotes fisheries or other wildlife resources, including
any fish by-pass facility, fish hatchery, or fisheries enhancement facility,
or : . .
| (i) is a recreational faciity or other impfovemtnt reqmre,d by the terms
and conditions of any Federal licensing permit for the operation of such
generating facility.

(2} Use of proceeds. A bond issued as part of an issue described in subsection
{a)(12) shall not be considered an-exempt facility bond unless at least 80 percent
of the net proceeds of the issue of which it is 2 part are used 1o finance property
descrived in paragraph {1¥BXD). '

4 ¥~ (x) Qualified public educational facitities.

{1) In general, For phrposcs of subsection (8)(13), the term “qualified pablic
educational facility” means any schoo} facility which is~—

{A) pan of a public elementary school or a public secondary séhqol; and

(B) owned by a private, for-profit corporation pursvant to A public-private
parmership sgreement with a State or Jocal! educational agency described in -
paragraph (2).

- (2) Public-private partpership apreement described. A public-private
partnership agreement is described in this paragraph if it it an agreement—

{A) under which the cqxppraﬁon Agress—

(i} to do 1 or more of the following: construct, rehabilitate, refurbish,
~or equip & school facility, and

(i) at the end of !he term of the agreement, 1o transfer the schood facibity
to such agency for no additional cobsideration, and

(B} the tt:fm of which does not exceed the term of the issue Lo be used‘.
to provide the school facility.
| {vistthew Besder & Co. Inc) . RAZ-I002  Pub 225205




INTERNAL REVENUE CODE~—26 US.C. § 142

- {3) School facility. For purpdses of this subsection, the term “school facility”
means— '

(A} any schoql building,

(B) any functionally related and subordinate facility and land with respect
to such building, including any stadiumn or other facifity primarily used for
school events, and :

(C) any property, to which section 168 applies (or would apply but for
section 179}, for use in & facility described in subparagraph (A} or (B).

(4} Public schools. For purposes of this subsection, the terms “elementary
school” and “secondary school” have the meanings given such terms by section K
14101 of the Elementary and Secondary Education Act of 1965 (20 U1.8.C. 8801),
as in cffect on the date of, the enactment of this subsection, ‘ C

(5) Annual aggregate face arnouni of {ax-exempt financing.

(A) In general. An issue shell not be ireated 85 an issue described in
subsection (a)(13) if the aggregate face amount of bonds issued by the Siate
pursuant thereto {when added 10 the aggregate face amount of bonds previously
g0 issued during the calendar year) exceeds an amount equal to the greater '
of— '

() §10 multiplied by the State population, or
(i) $5,000,000. ‘
(B) Aliocnﬁcn rides,

(i) In general, Except as otherwise provided in this subparagraph, the
Siste may allocate the amount described in -subparagraph (A) for any
calendar year in such manner as the State determines appropriste.

il

(i) Rules for carryforward of upused limitation. A State may elect
to carry forward an unused Himitation 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 carryforward may be elected is the issuance of exempt facility
bonds described in subsection (a)(13). '

[Last amended by P.L 107-16]

[2}—Statutory History ' _
2001-~PL. 107-16 (Economic Growth and Tax Relief Reconciliation Act of 200%)
Muthaw Bender & Co. inc) - 123 . ' (el 21002 PubZ2520)
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{803} 734-2320
Fax: {363} 734-21E7

January 4, 2012

CERTIFICATION OF
2612 STATE CEILING ON ISSUANCE OF QUALIFIED PUBLIC EDUCATIONAL FACILITIES
BONDS ESTABLISHED IN THE ECONOMIC GROWTH AND TAX RELIEF RECONCILIATION
ACT OF 2001

In accord with Code Section 142(k) of the Economic Growth and Tax Relief Reconciliation Act of
2001, I have determined that the most recent census estimate of the resident population of the State of South
Carolna published by the Bureau of the Census before the beginning of 2012 is 4,679,230,

That population estimate is included in Census Bureau release CB11-215 dated December 21, 2011,

On that basis, [ have caleulated and I certify the 2012 state ceiling on the issuance of gualified public
educational bonds for the State of South Carolina, as established in Economic Growth and Tax Relief
Reconciliation Act of 2001, to be $46,729,300.

Y
; . "

e A

1R 0 A
Delbert H. Singlefgn, ¥, f) P
Secretary to the Board
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STATE BUDGET AND CONTROL BOARD
MEETING OF December 12, 2012

REGULAR SESSION
ITEM NUMBER /

AGENCY:

Department of Revenue

SUBJECT:

The Board will receive an update on the Department of Revenue security breach.

DOR Update/Inter-Agency Loan Request

Additionally, the Department of Revenue has an immediate need for additional funds to cover
expenses related to the security of its information technology infrastructure and the recent breach
of its information technology systems. The Board is requested to approve an inter-agency loan
agreement pursuant to S.C. Code Ann. §§ 11-9-230; 11-9-240; 11-9-250; and 11-9-260, in an
amount not to exceed $20,170,000 for the Department of Revenue to be used to support the
Department’s efforts in addressing the security of its information technology infrastructure and
the recent breach of its information technology systems. The inter-agency agreement establishing
the loan will contain terms and conditions for repayment of these funds. The Board has made the
following inter-agency loans in previous years:

Borrower Amount Date From Payment Purpose
Terms
The Citadel $400,000 3/11/97 | BCB-Office of | 2 years Expense related to
Information federal decision to
Resources allow females to
: attend The Citadel
SC State $2,100,000 6/18/98 | USC On or before (General operating
9/18/98 expenses
PRT $2,000,000 10/30/01 | BCB-Office of { 7/31/02 Advertising
Local campaign to promote
Government State’s tourism
attractions
House/Senate | $500,000 FY | 12/13/01 | BCB-IRF By July 1% of Abbeville County
02; $500,000 2¥FY School District, et
FY 03 following final | al., v. State, et al.
disposition of
litigation
Commerce $3,000,000 3/1/02 BCB-Office of | 1 year Economic
Local Development
Government Initiatives
SC Military | $200,000 4/8/03 BCB-Office of i1 year Address Base
Base Task Local Closure Issues
Force Government
Patriot’s $9,225,360 6/29/09 | Bond Proceeds 12/1/16 USS Laffey
Point Account
Development

Authority




STATE BUDGET AND CONTROL BOARD REGUILAR SESSION
MEETING OF December 12, 2012 ITEM NUMBER / , Page 2

AGENCY:  Department of Revenue

SUBJECT: DOR Update/Inter-Agency Loan Request

BOARD ACTION REQUESTED:

1. Receive the update as information.

2. Approve the Department of Revenue’s interagency loan request and the related inter-
agency loan agreement in an amount not to exceed $20,170,000, to be used by the
Department in addressing the security of its information technology infrastructure and the
recent breach of its information technology systems, and authorize the Board’s Executive
Director to execute the loan agreement on behalf of the Board.

ATTACHMENTS:

S.C. Code Ann. §§ 11-9-230; 11-9-240; 11-9-250; 11-9-260



SECTION 11-9-230. Borrowing money prohibited except by State Budget and Control Board.

It shall be unlawful for any officer or employee or departmental or institutional head, except the State
Budget and Control Board, to borrow any money for State purposes.

HISTORY: 1962 Code Section 1-763; 1952 Code Section 1-763; 1942 Code Section 2083; 1932
CodeSection 2083; Civ. C.'22 Section 45; 1921 (32) 114; 1950 (46) 3605.

SECTION 11-9-240. Budget and Control Board may borrow from departments of state government.

For the purpose of facilitating the business of the State and in the interest of economy, the State Budget
and Control Board may in its discretion borrow from any department of the state government, with the
written consent of such department, for the use of the State any surplus which may be on hand in the
office of the State Treasurer to the credit of any such department; provided, however:

(1) That no money shall be borrowed from any department of the state government for the general
appropriation act without first obtaining from the Attorney General an opinion holding in effect that the
revenues of the State when collected will be sufficient to repay such loan;

(2) That nothing herein shall be construed as authority to confuse or consolidate any of the accounts
that are now carried on the books and records in the office of the Comptrolier General and State Treasurer
and all expenditures shall be charged against the separate accounts as now provided in the office of the
Comptroller General and State Treasurer; and

{3) That the authorization contained in this section shall not apply to sinking funds.

HISTORY: 1962 Code Section 1-765: 1952 Code Section 1-763; 1942 Code Section 2203; 1932
CodeSection 2203; 1930 (36) 1343; 1950 (46) 3605.

SECTION 11-9-250. Interest on loans by departments of state government.

If the State Budget and Control Board should exercise the power provided in Section 11-9-240, any
such loan shall be negotiated at a rate of interest equivalent to that paid to the State by banks in which
such funds are deposited.

HISTORY: 1962 Code Section 1-766; 1952 Code Section 1-766; 1942 Code Section 2203; 1932
CodeSection 2203; 1930 (36) 1343; 1950 (46) 3603,

SECTION 11-9-260, Evidences of loans by departments of state government.

The State Budget and Control Board shall, upon making any loan under Section 11-9-240, execute and
deliver call promissory notes or other call evidences of indebtedness to the State Treasurer, which shall
draw interest, from date until paid. Such interest shall accrue to the benefit of the department whose
money may be used in making such loan to the State. Such cali notes or call evidences of indebtedness
shall run until the department whose funds have been used shall call for the payment of such notes or
evidences of indebtedness, but in no event longer than such period as the board may decide.

HISTORY: 1962 Code Section 1-767; 1952 Code Section 1-767; 1942 Code Section 2203; 1932
CodeSection 2203; 1930 (36) 1343; 1950 (46) 3603,



STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF December 12, 2012 ITEM NUMBER L

AGENCY: Inspector General

SUBJECT: Review of Statewide Information Security Report

The Board will be asked to do the following with regard to the Inspector General’s Statewide
Information Security Report:

1. Accept the Inspector General’s Statewide Information Security Report as information;

2. Authorize the Executive Director to issue an RFP (Request for Proposals) to develop a
statewide program for information security and risk management and authorize the
Executive Director to designate a coordinator to work with the vendor chosen in the RFP
process;

3. Authorize the Board’s Executive Director to use as funding for the contract excess
appropriations for the current fiscal year, as determined by the Director of the Office of
State Budget, designated for statewide employer contributions for other statewide
purposes; and

4. The Executive Director will report back to the Board at its January 2013 meeting with a
status report.

BOARD ACTION REQUESTED:
1. Accept the Inspector General’s Statewide Information Security Report as information;
2. Authorize the Executive Director to issue an RFP (Request for Proposals) to develop a

statewide program for information security and risk management and authorize the
Executive Director to designate a coordinator to work with the vendor chosen in the RI'P
process;

3. Authorize the Board’s Executive Director to use as funding for the confract excess
appropriations for the current fiscal year, as determined by the Director of the Office of
State Budget, designated for statewide employer contributions for other statewide
purposes; and

4. The Executive Director will report back to the Board at its January 2013 meeting with a
status report.

ATTACHMENTS: Maley 12/3/12 letter; Interim Report — State Government Information
Security Initiative
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State of South Carolina
®ftice of the Inspector General

December 3, 2012

Honerable Nikki R. Haley
Governor of South Carolina
1205 Pendleton Street
Columbia, $C 29201

Re: State Government Information Security Initiative
Dear Governor Haley,

Enclosed with this letter is the Office of the Inspector General’s interim report on the State Government
Information Security Initiative titfed, “Current Situation & A Way Forward.”

South Carolina statewide government has a less than adequate information security (INFOSEC) posture.
Currently, there are no statewide INFOSEC standards or policies, By default, each agency decides its
own risk tolerance for data loss and its own INFOSEC plan. This decentralized approach undermines an
effective statewide security posture, as well as creates unmanaged and uncontrolled statewide INFOSEC
risks having a potential impact on the entire state government.

This less than adequate statewide INFOSEC assessment is based on data collected from 18 state agency
Chief Information Officers, the Division of State Information Technology, and experts in the private and
public sectors. The data was consistent and compelling. Given the state’s low risk tolerance for
absorbing another significant data loss, the current fevel of statewide INFOSEC risk is not acceptable.
Further, regardless of the assessment of statewide risk, the current decentralized INFOSEC environment
provides no visibility of INFOSEC risks within agencies, which is incompatible with state government's
due diligence responsibility to do everything possible to protect citizens’ information.

The data for a way forward was equally consistent and compelling. The direction, o meet the goal of
doing everything possible to protect citizens® information, starts with establishing a statewide INFOSEC
program led by a statewide Chief Information Sgeurity Officer.. Moving from a decentralized
environment to a statewide model is a common ghallenge for states, and there are ample consultants
with the expertise and experience to assist the state‘in:thiseffort. Tewill require developing a statewide
governance mechanism with authority to establish statewide solutions and a standard policy framework
for all agencies. This standard policy framework ean then be delegated, in most areas, {0 agencies to
tailor statewide policies to their operational environment, yet stiil be subject to oversight and audit.

OFFICE OF THE INSPECTOR GENIRAL + KIyosTREE Bumpbing « 110 CENTERVIEW DRIVE, SUNE 201 * COLUMBLA, S0UTH CAROLINA 29210
OFFICE: 803.896.4729 » Fax: 803,896 4509 » Euam: OTGAUOIG.5C. 016 + TOLL-FREE HUTLINE: §.855. SCFRATD (1.855.723.7283)



While the state deliberates on a way forward, to include this report’s recommendation for a statewide
program. for long-tes ANEO b, -stte agencies are still conducting INFOSEC activities every
day. ] ‘ - protect information and implement INFOSEC
s have created a more proactive posture to

- sgengies just need the leadership and support from a
Syste Iy improve their capabilities to the security threshold to
ssible to protect our citizens® information.

The next interim report will focus on implementation options and recommendations, in terms of cost and
schedule, to develop a long term sustainable statewide INFOSEC program to reduce agency and
statewide risk.

If you or your staff needs any additional information, please do not hesitate to call me.

Sincerely,

Patrick J. Maley
Inspector General

ce; Glenn MeConnell, Lieutenant Governor,
Joha E. Courson, President Pro Tempore
Hugh Leatherman, Senator
Robert W, Harreli, Jr., House Speaker
Brian White, Representative



Office of the

Inspector General

Pamck J. Maley

State Government Information Security Initiative
Current Situation & A Way Forward

Interim Report

November 30, 2012
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L Executive Summary

The newspaper headline, “Millions of Taxpayer Records Exposed,” captures the triggering event to
initiate a review of state government’s information security (INFOSEC) posture. This report does
not examinie the recent Department of Revenue (DOR) breach of taxpayer information; law
enforcement is addressing that issue. The DOR breach raised the immediate due diligence concern
about the level of information security at other state agencies. This review examines the current
condition of the statewide INFOSEC posture, and provides a way forward to ensure the state does
everything possible to reduce the risk of a future data loss and protect our citizens’ information,

Currently, South Carolina does not have statewide INFOSEC standard policies. There is 1o state
entity with the authority, or responsibility, to provide leadership, standards, policies, and oversight.
The Division of State Information Technology (DSIT), which is led by the state’s Chief Information
Officer (CIQ), has no authority to mandate INFOSEC standard policies to agencies. The DSIT only
provides “suggested” policy and ad hoc support to heip interested agencies, and it does not provide
any oversight to agencies’ individual INFOSEC plans. By default, authority has been delegated to
cach agency to decide its own risk tolerance for data loss and its own INFOSEC plan.

This decentralized INFOSEC environment inherently produces less than an adequate statewide
INFOSEC posture. The lack of standard policies produces uneven quality in individual agency
security postures, This decentralized approach also prevents the state from understanding, let alone
managing, statewide INFOSEC risk which has the capacity to impact the entire state government,

INFOSEC activities are carried out every day in every agency. Many agencies are required to meet
federal INFOSEC standards due to maintaining categories of pefsonaily identifiable information
(P11), such as health, tax, or credit card information. Further, every agency CIO fully understands
the duty to protect information and implement INFOSEC protective measures. The question is—do
these independent INFOSEC judgments carried out in an uncoordinated manner without any
common standard policies in more than 100 state agencies, universities, and commissions, all add up
10 meet the post-DOR risk threshold of protecting our citizens® information? No.

The review interviewed 18 agency CIOs, primarily members of the Information Technology
Solutions Committee (ITSC), which is a DSIT advisory board of CIOs representing the various
sectors of state agencies. There was near universal agreement for the need for statewide standard
policies, and a candid assessment that statewide INFOSEC is less than adequate. Resources were an
issue, but not to the extent anticipated. There was a sense agencies were conducting mission critical
INFOSEC, but had little capacity to be proactive in an increasing threat and vulnerability
environment. The uneven INFOSEC staffing, skill, and experience among agencies raised concern,
particularly small agencies with limited IT staft. According to CIOs, the aggregate issues pertaining
to resources, staffing, expertise, and statewide standards creates a less than adequate statewide




INFOSEC posture, particularly in an environment of increasingly complex threats and
vulnerabilities.

The DSIT agreed with the CTOs’ less than adequate assessment of statewide INFOSEC. All data
sources, CIOs, DSIT and experts, recommended transitioning from a decentralized environment to a
statewide program with a standard policy framework to reduce agency and statewide INFOSEC risk,

South Carolina is not alone. A 2012 national survey of State Chief Information Security Officers
determined only 24% were very confident in protecting information assets against external threats,
The top two suvey issues were: INFOSEC funding; and working in highly decentralized
environmenits with little central authority over individual agency security. The motivation to address
these same two issues now in South Carolina looks completely different through the prism of the
post-DOR breach, We recognize security breaches can be fat more costly than robust INFOSEC
programs, especially when coupled with the incalculable cost of regaining lost citizen trust.,

Given the state’s low risk tolerance for another significant data loss, the current level of statewide
INFOSEC risk is not acceptable. Further, regardless of the assessment of statewide risk, the current
decentralized INFOSEC envirenment provides no visibility of risks within agencies, which is
incompatible with state government’s due diligence responsibility to do everything possible to
protect citizens’ information. The first step towards a statewide INFOSEC program is establishing a
governance model. According to an expert, “the governance structure is the defining activity that
serves as the foundation and sustains all others (activities).” All sources highlighted the need for a
consultant, with prior statewide INFOSEC implementation experience, to assist in governance
development, statewide strategy, and individual agency risk assessments and mitigation strategies,

Governance starts with leadership. Establishing a statewide Chief Information Security Officer
(CISO) is required to take ownership of a statewide INFOSEC program. The governance framework
has many components, such as strategies, structure, resource and technical support, risk
management, authorities, policies, and audit. A key governance component decision is the level of
centralized authority. The vast majority of data sources, to include agency ClOs, recommended a
traditional federated model with responsibility for the statewide INFOSEC program and
comprehensive strategies. A federated model has authority to establish a standatd policy framework
for all agencies. This standard policy framework can then be delegated, in most areas, {0 agencies to
tailor statewide policies to their operational environment, yet still be subject to oversight and audit.

If approved, a CISO, a federated model, and the use of a consultant with expertise in implementing
INFOSEC statewide programs should construct a governance framework in a collaborative manner
with agency representation, as well as develop implementation plans. The next interim repott will
focus on implementation options and recommendations, in terms of cost and schedule, to develop a
long term sustainable statewide INFOSEC program to reduce agencies and statewide risk.




II. Background
A. Objective

On October 26, 2012, Governor Nikki R. Haley issued Executive Order 2012-10 and requested the
State Inspector General make recommendations, on & comprehensive and holistic basis, to improve
information secutity policies and procedures in state agencies. The Governor noted that throughout
state government, information technology policy for security pracedures and protocols have been
largely unceordinated and outdated exposing our state to greater risks of internal and external cyber-
attacks,

Governor Haley’s request was in response to the announcement the same day of a network breach at
the DOR resulting in millions of stolen records containing taxpayer personal information. This
breach, one of the largest of its kind, directly diminished the trust and confidence of the public in
state government, and elevated concerns about the security of data at other state agencies.

B. Description of INFOSEC

INFOSEC, also called Cyber security, can seem overwhelming to many. The technical definition is,
“safe-guarding an organization’s data from unauthorized access or modification to ensure its
availability, confidentiality, and integrity.”” In non-technical terms, it isa business decision using a
variety of control procedures to protect an organization’s information needed to conduct business, as
well as its obligation to protect information entrusted from others. No single control procedure
provides adequate INFOSEC, nor can deploying every possible controf completely eliminate the risk
of a data loss. The general approach is to build controls in a layering process, which when
aggregated, provide a “depth of defense” to reduce the risk of a data loss. Controls include, but not
limited to, passwords, data compartmentalization, encryption, mobile device access, Internet
firewalls, operating system patches, systems monitoring, data loss protection technology tools, and
employee training, Ideally, all these controls act in an additive, overlapping, and dynamic manner to
provide an effective INFOSEC program. INFOSEC is a continuous process, rather than a single
solution.

The starting point in developing an INFOSEC program is understanding an organization’s unique
vulnerabilities to threats, which when combined add up to an organization’s risk. Only after this
analysis can the appropriate controls be designed and implemented in the most cost effective
manner, INFOSEC has a fundamental operating framework, but it takes substantial technical skill
and professional judgment to find that appropriate balance of addressing vulnerabilities with the
appropriate cost/effective controls,

Organizations’ vulnerabilities to cyber threats have been dramatically escalating over the past
several years, and this trend will continue, if not accelerate. The cyber threats from individual
“hobbyist” hackers have evolved to organized Cybercriminals and a new breed of hacker known as
hacktivism, which has political or social agendas. Both use increasingly sophisticated methods to
target computer systems for monetary gain and to make political statements, Nation states continue




their advanced persistent efforts in economic espionage and stealing national security secrets.
INFOSEC security measures will protect us from most threats. However, the level of hacker
sophistication is clearly increasing at a faster rate than our ability to comfortably defend.

At the same time, organizations are becoming more vulnerable as the amount of data within and
flowing between companies is increasing exponentially. Access to these systems is increasing in
numbers and complexity as more employees access agency networks and files from remote locations
on a 24/7 basis with non-traditional devices, such as smart-phones and tablets. This volume,
complexity, and velocity of information increases the tisks. associated with maintaining citizens’
data, held in trust, These increased vulnerabilities slate iito 4 $la ¢ statistic from a recent
2012 cyber security study where government agencies-have lost.move than 94 million records of
citizens since 2009 (Rapid7 report on the “Data Bréaches in the Government Sector’).

As evidence of the significance of this threat level, FBI Director Robert Mueller anticipates cyber
threats could unseat terrorism as the Bureau’s top priority in the near future. Director Muelier said,
“there are only two types of companies: those that have been hacked, and those that will be. Even
that is merging into one category: those that have been hacked and will be hacked again.”

INFOSEC has a tendency to be viewed as only an expense to avoid the pain of a data loss, which
certainly is a prithe objective. However, the benefits of an effective INFOSEC program are now
being recognized as a key productivity “driver” to leverage technology in e-business, which is an
important avenue to add efficiency and effectiveness in state government delivering services.
Leveraging technology to interface with customers streamlines government operations, best
characterized as citizens doing business from their kitchen tables rather than standing in line,

C. Short Term Statewide Efforts

After the DOR breach, each agency was tasked with completing a list of short term statewide
protective measures. These tasks were:

e Conduct short term remediation steps: Each Agency “double checked” specific INFOSEC
procedures having the highest impact on lowering INFOSEC risk. Emphasis was on reviewing
these fundamentals in each agency through the new optic of the post-DOR breach world in
which we now operate.

» Agency self:assessment: Fach Agency CIO completed an electronic INFOSEC self-assessment
survey, as did each Agency Head from their perspective. Then, the Agency Head and CIO met
to discuss the results to ensure Agency Heads were fully engaged in this statewide issue.

e Data Classification: Each agency located all high risk data, primarily personal identifying
information (PII) and protected health information (PHI). Additionally, agencies were tasked to
request help on any PII or PHI not sufficiently secured.

Agencies addressed these tasks, as well as self-generated initiatives based on their own internal
identified vulnerabilities.




HI. Current Assessment of Statewide INFOSEC Risk

From basic passwords to high technology network monitoring, every agency performs INFOSEC
activities daily. The problem is that each agency decides its own risk tolerance for a data loss and
determines what it thinks is an appropriate INFOSEC plan. Each agency sets up its own INFOSEC
plan because there is no statewide INFOSEC program providing leadership, support, and
establishing statewide INFOSEC expectations in the form of standards, policies, and procedures.

In today’s environment, a critical component of every organization’s governance is INFOSEC,
particularly protecting personal identity information (PII) due to the potential of catastrophic
organizational damage if compromised. South Carolina has no governance mechanism for statewide
INFOSEC; it has been, by default, delegated to each agency to decide its own INFOSEC plan. This
decentralized approach prevents the state from understanding, let alone managing, statewide
INFOSEC risk, which creates potentially negative consequences for all of state government.

The DSIT, which is led by the state CIO, lacks the authority to lead statewide INFOSEC. The
DSIT’s role has been to provide “suggested” policy and ad hoc support to help interested agencies.
For example, the Information Technology Solutions Committee (ITSC), an advisory board to DSIT,
recently set forth a recommended security policy template in October 2012 requesting all state
government entities to develop and publish an individual agency IT Security Policy no later than
February 1, 2013, This proactive step is good, but it is still just “requesting” without the authority to
monitor compliance.

To obtain a time sensitive assessment of statewide INFOSEC risk, information was obtained from
the following groups: state agency CIOs, DSIT, universities, experts from the private sector, and

professional research and literature.

A. State Agency Chief Information Officers

To give decision makers the best evidence in a time sensitive manner of the current INFOSEC
conditions “on the ground,” 18 agency CIOs, primarily members of the ITSC, were systematically
interviewed. The ITSC is composed of CIOs representing the various sectors of state government
agencies. Given their unique positions on the front line, their aggregated input was considered a
good barometer of the INFOSEC risk in statewide government.

“'I »

An aspect of these interviews was asking the 18 agency ClOs the same questions on a
(low/decreasing) to “3” (high/increasing) scale, which provided an overview of their collective
perspectives:
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The CIOs rated their own agencies’ INFOSEC capabilities, which averaged just marginally below
adequate (2.9). Their assessment of statewide INFOSEC capabilities was clearly less than adequate
(1.7). This statewide assessment is inherently subjective and limited to each C10’s unique vision on
the issue from their personal experience and agency’s perspective. However, when a cross section
of INFOSEC leadership on the front line rates statewide capabilities at 1.7, to include 15 (88%) of
the 18 CIOs’ ratings were less than adequate, it has meaning. Comments i/lusirating this issue were:

s Anagency’s Information Security Officer (1SO) with unique access into other state agencies
INFOSEC postures reported that agencies are clearly less than adequate in their INFOSEC.
There are many instances where agencies have a false sense of security by having a policy

covering a vulnerability, yet their procedures to implement the policy don’t work.

s+ A CIO with large amounts of personal identifying information (PII) in a complex operation with
employees and contractors with remote accesses described his concern, echoed by many others,
‘what scares me is what I don’t know.’ The factors described raise the risk of increasing

vulnerabilities not being fully understood, let alone mitigated.

» A CIO with unique access to related state agencies, described statewide INFOSEC “asa2ona
good day.” Small agencies have challenges in terms of expertise and resources.

The CIOs’ assessments were underpinned from a variety of perspectives, and certainly no one issue
drove their less than adequate statewide assessment, Areas causing concern included deficiencies in
standard policies, resources, staffing, and INFOSEC expertise, as well as the recent significant
breach, It was clearly the aggregate of these factors that created a less than adequate statewide

INFOSEC posture,

CI0s recognized the benefits of statewide standards. Almost without exception, the state needs to
move away from its current decentralized approach to INFOSEC. A few leaned towards full




centralization of this statewide function, but the vast majority favored a federated model with central
governance with authority to set standard policies, yot allow agencies to tailor policies to their
operational environment while subject to oversight and audit, Ideally, a federated model would
provide support in many ways, including resources, expertise, threat intelligence, and lessons learned
from other state agencies, all in a tirmely manner. Further, as agencies become mutually
interconnected, use third party processors, and move toward providing citizens with convenient web
based services, there is a critical need for statewide policy decisions addressing these new
challenges.

Tllustrating the need for statewide standard policies, the Executive Branch Inspector General initiated
an April 2012 policy compliance review of 10 state agencies, which noted four (40%) did not have
an employee INFOSEC awareness training program. DSIT offers a computer based employee
training program for a nominal cost. During ClO interviews, one €10 was completely unaware of
this DSIT program, while another learned about it from a third party, not DSIT. Employce training
is & well known component of INFOSEC programs, yet without clear mandatory standards,
translating “knowing” into “doing” is problematic. Mandatory annual computer based employee
security awareness training was a patter in other states contacted,

Most state agencies have in place the basic technical hardware and software needed to control access
to their agency-level networks and data, as well as provide some protection from malware and
viruses. More comprehensive security requires complete network monitoring, which many agencies
have through DSIT or through an outside third-party vendor. However, many agencies have
technical obstacles to overcome, such as aging, legacy applications and hardware that do not support
necessary information security measures. These types of obstacles require multi-year planning
initiatives and capital infusion that current funding levels inhibit.

Resource funding was a concern to CIOs, but to & lesser extent than anticipated by this review. CIOs
were asked how resource funding correlates with adequate INFOSEC using a five point scale

I1 (weakly correlated), 3 (correlated), and 5 (strongly correlated)]. The C1Os average response was
2.96, which seemed reasonable and certainly not extreme. This data seems consistent with practices
cited by many interviewees of enhancing INFOSEC through low-cost or no-cost procedural and
employee attitudinal changes, There was not a sense of dire resource constraints, but rather of barely
adequate resources to match their perception of adequate INFOSEC capabilities.

CIOs cited the lack of employee awareness training and developing a culture of security with
unusual frequency and intensity. This was the second highest rated strategy to improve and was
deemed to be a low cost and high return INFOSEC investment, The lack of executive support was
noted to a much lesser extent, with only one CIO identifying it as a top tier issue.
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The CIOs repeatedly affirmed the need for INFOSEC training and expertise for their IT staff. The
consensus is that a higher level of proficiency is required to move from a reactionary stance to a
proactive posture in regards to INFOSEC. A casual conversation with a front-line IT person
highlighted this issue. After the DOR breach, this agency, like all agencies, re-examined their
INFOSEC with focused effort, which led to several potential improvements at minimal cost. The
difference between pre and post DOR breach was the agency’s priority to create a proactive posture,
which then enhanced their INFOSEC posture. This reinforces the reality with the press of business
and tight staffing, short term operational needs will always tend to draw 1T altention at the expense
of proactive INFOSEC, Theremedy for this condition is for an enterprise to develop policies,
processes, and stafﬁng levels to create a proactive work space to develop and mature its INFOSEC
expertise,

The IT departments of many state agencies have lost positions in recent years due to statewide
budget cuts. By adding INFOSEC to the tasks assigned to an already busy application developer or
database administrator, or by splitting INFOSEC duties among multiple staff, a comprehensive view
of the agency’s data security vulnerability and mitigation strategy can be blurred.

Even among agencies with the funding capacity for a dedicated Information Security Officers ([80),
hiring has been difficult. Two of the larger agencies have been attempting unsuccessfully to hire a
full-time ISO for over a year due to the inability to provide a competitive salary. A state CIO from
the east coast echoed the chatlenge of hiring qualified 1SOs due to short supply and competitive
salaries, That state had to create a separate pay structure for INFOSEC and IT personnel to attract
qualified candidates. Creative solutions also emerged, such as two smaller agencies sharing a full-
time ISO.

Part of the resource and technical skills discussion was the role of consultants in a new statewide.
INFOSEC program. Almost universally, the use of consultants was recommended for several
reasons. First, they have unique subject matter expertise and experience in implementing enterprise
wide INFOSEC programs, which the state lacks. Second, consultants add a level of needed
objectivity, which is critical at a time when trust has been eroded. Consultants will be costly, but the
state can’t develop this government-wide initiative without their assistance. Many experts
encouraged the use of technical advisory boards to assist the state in managing the consultant’s plans
and deliverables.

CIOs were in near full agreement that the risk of breaches can be controlled and reduced, but the risk
can never be zero. At the same time, they were nearly unanimous that the statewide risk tolerance
for another significant breach is near zero, This tends to reinforce the common theme, ‘we have to
do everything possible to protect out citizens® information.” The 18 ClOs were asked to rank their
top three strategies to reduce INFOSEC risks, which were (frequency cited) as follows: statewide
standards/governance (14); employee awareness training (7); agency risk assessments (4), INFOSEC
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expertise (4); audits (4); PII classification (3); resources (3); computer hardware (2); network
monitoring (2); network architecture (1); hardening procedures (1); determine role of DSIT (1);
penetration testiiig (1); physical protection (1}; personal security (1); DOR debrief (1); and
communications (1). Even though “resources™ were itemized by only three CIOs, many of the other
categories tend to require some level of additional resources to execute the strategy. The priority of
strategies may vary based on each CIO’s unique agency culture and experience, which further
illustrates the need for the proposed federated governance model to allow flexibility to agencies to
meet their operational needs and risk, yet still be accountable to a common statewide strategy,
oversight, and review.

CIOs viewed their challenge to secure their data with INFOSEC pragmatically. There was a sense
each was accomplishing basic INFOSEC, but there was uneasiness about risks they might be
missing. Ideaily, INFOSEC is a function of applying standards to operations, which then identifies
risks to be addressed. In the real world of state government, resource limitations and demand for IT
resources for operations. may be subtly, or possibly not so subtly, driving INFOSEC decisions more
than risk. But we know for sure, there are no standards against which to measure an agency, nor
recurring processes for agencies to conduct systematic risks assessments. Under these conditions, it
is difficult to see how all 100 agenicies, universities, and commissions can accurately understand
their respective risks, or how the state has any capability to meet its due diligence responsibility to
understand and manage statewide risk.

B. The Division of State Information Technology

The DSIT viewed their role as an information technology service provider and not as a traditional
state CIO with authority and oversight for state agencies’ IT or INFOSEC. DSIT offers a federally
funded INFOSEC network monitoring system to agencies, which, when fully developed, could play
an integral role in a statewide INFOSEC program. The DSIT maintains an Internet site offering
policy templates, as well as threat and vulnerability information which agencies can elect to access.
DSIT also offers INFOSEC services, such as risk and vulnerability assessments, for a fee, Through
all these activities, the DSIT staff develops many professional relationships with agency personnel
providing lines of communication for informal advice. Even with this level of engagement, DSIT’s
statewide INFOSEC role is only ad hoe support to agencies who seek assistance, since agencies are
responsible for their own individual INFOSEC programs and not subject to oversight,

Interview responses at DSIT were similar to CIO’s perspectives. With DSIT’s daily interaction with
a wide varisty of state agencies, it possesses a unique insight into assessing statewide INFOSEC.
DSIT, as did CIOs, assesses statewide INFOSEC as less than adequate for similar reasons. DSIT
also supports the need for a federated statewide INFOSEC model with statewide standard policies,
tailored at the agency level, and subject to oversight and audit.
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DSIT was fully conscious of agencies® skepticism and distrust toward DSIT owing to a history of
friction, primarily related to the cost of services provided. Throughout this review, many see DSIT
transitioning to a stronger customer orientation, but DSIT still suffers from a substantial trust deficit
among state agency CIOs, Therefore, having DSIT “drive” any change initiative comes with some
historical trust baggage.

C. Experts from Private Sector, Universities; and INFOSEC Research and Literature

The review interviewed experts from the National Association of State CIOs, Multi-State
Information Sharing and Analysis Center; Gartner, Deloitte, CISCO, University of South Carolina,
and Clemson; CIOs and officials from six other states, including three states with experience in
significant data losses; and INFOSEC literature from a variety of sources to include, but not limited
to, CERT-Carnegie Mellon, Sans Institute, and [nformation Security Audit and Control Association.
The data was consistent with interview responses of state agency CIOs and DSIT. The direction for
Jong-term success is to establish a statewide INFOSEC program with statewide standard policies.

Most states implementing statewide programs relied on assistance from expert consultants, The cne
exception identified did not use a consultant due to lack of funds, but would have if funds were
available. Consultants with the experience implementing INFOSEC statewide have much to offer in
terms of unique knowledge, skill, speed, and avoiding pitfalls, as well as the independence and
objectivity needed following a significant breach where questions of confidence and trust linger. It
was fully recognized such a change initiative will have consulting costs, but these can be mitigated
through a hybrid approach by adding state employees to the project. This will build the state’s
capabilities, leverage existing personnel to reduce the consultant’s footprint, and ultimately allow the
state to mature internal IT staff to fully operate the resulting statewide program.

INFOSEC threats and vulnerabilities are increasing, Some measure worldwide hack attempis in the
billions per year. The sheer volume of exploits creates risk, but the major concern is the increasing
sophistication of hacking attacks as nation states conduct espionage; criminals realize how to exploit
information; and groups leverage the Internet to promote political ends.

Comments illustrating these issues and other important advice were:

¢ According to'a CIO who led a change from a decentralized environmert to a statewide
INFOSEC program: In today’s environment of dramatically escalating risks from
hackers, proportionally escalating vulnerabilities of agencies connected to one another,
large amounts of data, web-based commerce, and an increase use of mobile devices, not
having a central INFOSEC framework amounts to “abdicating responsibility.”
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s A state CIO reinforced his advice for the need for common statewide standards because

most agencies are linked through networks, “it only takes one; once in, we are all
exposed.” Mobile device applications are not going away and create new levels of risk
and vulnerability. We need statewide consistency to address this threat to our networks.

All agenicies are connected in some degrec with each other through information sharing
networks, so an agency with inadequate INF OSEC exposes all agencies in these networks.
‘A state government is like a house with many windews, and each window represents an
agency. It only takes one agency leaving the window open to expose all agenciesto a
threat.” A second expert provided an example of an Eastern European hacker who entered
a city’s network through its Transportation Department, and then, once “Inside”, escalated
his privileges in the network in order to enter the Finance Department and steal $400,000
via an on-line bank account.

An expert who led his state’s efforts to move from a decentralized environment to &
statewide INFOSEC program described the decentralized environment as “some good and
not so good; there was no common security posture. The days of going it alone are over.”
The consequences for the entire enterprise are too great, the threats are too great, and the
risks are too high.

One expert reported, “as leaders in your organization, you are responsible for protecting
the information in your care.,” This concept was reiterated by another expert who stated
that leadership’s due diligence is inhibited in a decentralized environment because they
have no visibility on what is going on in the enterprise,

A nationally recognized INFOSEC expert was asked to assess the INFOSEC risk in an
entity, such as the state of South Carolina, with over a hundred agencies, universities, and
commissions developing their own INFOSEC programs without any central governance
policy, standards, or expectations? The response was pessimistic.

An expert commented, “you must assume someone is in your system” when developing
your INFOSEC plan, Continuous monitoring of networks was deemed critical by
repeated experts to address the reality that hackers will penetrate our systems, At a state
level, seeing across the enterprise with a common set of eyes reduces INFOSEC risks by
seeing threat patterns, something that is nearly impossible for individual agencies
operating in their own monitoring silos. This risk was highlighted by DSIT, which
frequently identifies computers on agencies’ networks under a hacker’s control aftet the
initial installation of its network monitoring equipment.




14

s An experienced CIO who has built several enterprise-wide INFOSEC programs advised
that such efforts should focus on building relationships, communities, and education
among agency directors, IT components, and users o promote a “culture” of information
security. INFOSEC education should be a centralized function due to its critical role in
program success. A state CIO who suffered a major data loss emphasized the relationship
approach in building an INFOSEC community to raise capabilities and reduce risk, rather
than an autheritarian approach, to gain state agency compliance. Having the authority is
important, but CISO leadership skills to connect to state agencies to gain their interest,
commiitment, and build a community among agencies are vital to success.

¢ A state, with a highly decentralized INFOSEC, initiated its statewide efforts by
empowering a Cabinet level CIO to exercise authority over statewide INFOSEC. The
initial cost was not technology, but primarily hiring staff with INFOSEC expertise, which
required new authority to hire above state pay scales to compete with the private sector for
this needed skill set, Another expert weighed in on this topic stating that an enterprise-
wide implementation is “90% management (staffing, roles & responsibilities, policy,
procedures, audit, and training) and 10% technical.” A third expert agreed that resources
will be required more for establishing policy and procedures through staff enhancements
and training, rather than procurement of hardware and technology.

Several national Cyber security firms provided overviews of a typical process to implement a
statewide INFOSEC plan. The process begins with establishing a governance model with
standards, as well as gaining a high level situational awareness of statewide agencies to develop
a priority order for action plans, One firm slightly emphasized performing a risk based
assessment cutting across all state agencies to-develop short-term tactical plans to impact all
agencies, while developing a longer term strategy. The other slightly emphasized prioritizing
agencies, then conducting full risk assessments by agency while helping lower priority agencies
self-develop through education, training, and tools. Their processes may vary a bit, but the
philosophy was the same-—conduct risk assessments to identify gaps and weakness; develop
mitigation plans with resource requirements and time frames; and execute plans to mature
agencies’ INFOSEC postures and capabilities to be self-sustaining over the long-term. This
allows the state to monitor individual agencics to understand its INFOSEC risk posture, and
manage it to continually lower levels of statewide risk assuring everything possible is doneto
protect citizens’ information.

The experts were consistent in their advice to avoid the temptation of a single solution or short
term reactionary fix. INFOSEC must be an enterprise-wide process led by executive
management because its success or failure affects the entire organization. A significant loss of
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data can disrupt the effectiveness of an entire organization or government, both monetarily and,
more importantly, the intangible loss of citizens® trust and confidence. Executive management
can no longer delegate INFOSEC responsibility or allow it to be fragmented in various
operations throughout an enterprise.

1IV. A Way Forward

A. Leadership Through Governance

Given the state’s risk tolerance for absorbing another significant data loss, the current INFOSEC
risk level, assessed at less than adequate, is not acceptable, Further, regardless of the assessment
of statewide risk, the current decentralized INFOSEC environment provides no visibility of risks
in agencies, which is incompatible with state government’s due diligence responsibility to do
everything possible to protect citizens’ information. The first step in a statewide INFOSEC
program is to establish a governance model. This model provides a sustainable statewide
platform for leadership, structure, processes, and assurance that INFOSEC risk, policy, and
resource needs are addressed at the state level. According to one expert, “the governance
structure is the defining activity that serves as the foundation and sustains all others (activitics).”

Governance starts with leadership. A Chief Information Security Officer (CISO) position should
be established to take ownership to lead a statewide INFOSEC program. There is no one model
of how to locate the CISO within a state. Currently, the vast majority of CISOs in other states
report to their CIO. The rationale behind placing the CISO outside of the CIO office is a basic
organizational segregation of duties practice; the individual implementing security (CIO) can’t
be the same as the person responsible for testing security, conducting audit, and reporting on
security weaknesses. Two factorsin South Carolina impact this decision. First, the South
Carolina state CIO leads DSIT. The agency CIO community has a long history of friction and
trust issues with DSIT. Second, given the post-DOR world where state government is fuily
committed to doing everything possible to protect citizens’ information, making the CISO
independent of the CIO provides a higher level of objectivity and independence which may be
beneficial at this time. Regardless of the CISQ’s location in the organizational chart, the CISO
will need relationships with statewide governance executives to fully incorporate INFOSEC
governance into the fabric of statewide governance.

The INFOSEC governance framework is simply the structure, strategies, policies, and practices
put in place at the state level to provide support and ensure INFOSEC expectations and controls
are adequately communicated to all agencies in state government, implemented, and enforced.
It allows the executives responsible for state government to have visibility into agencies
INFOSEC, and assurance the state, collectively, is doing everything possible to protect our
citizens’ information. The benefits of this approach include:
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¢ A foundation for effective organization-wide risk management;

¢ DBusiness needs are balanced against information security requirements to find that
cost/effective tipping point to maximize the value of information security resources;

o Assurance of effective information security policy and execution;

« Protection from the increasing potenitial for civil or legal liability as a resuit of data loss,
particularly if there is an absence of due care;

e« A framework to optimize the allocation of limited security resources;

s« Increased predictability and reduced uncertainty of business operations; and

¢ Improving trust in citizen relationships and protecting the state’s reputation.

A legal review determined legislation would be required to establish a CISO with the authority to
require agencies to comply with statewide INFOSEC standards and policies, as well as defining
#ts role in the various branches of state government. In the near term, regardless of title, the state
needs to designate a leader on an interim basis to take the lead on statewide INFOSEC issues
while legislative alternatives are weighed, This leader’s responsibility will include facifitating
legislative proposals, preparation and planning for retaining a consultant with necessary
expertise, engaging agency CIOs and ISOs; and additional short-term tactical INFOSEC
initiatives as deemed appropriate.

Essential to the process and the success of this interim leader is the simultaneous creation of a
steering committee of executives; such as human resources, finance, agency ClOs, and experts
from the university community and private sector, The state has tremendous talent wanting to
contribute; a steering committee mechanism at the highest level of government facilitates
opening the communication pipes for input and relationship building. This steering committee
may be modified as the governance model develops, but the right people need to be at the table
at the same time to expedite decisions, in a timely manner, to address this crisis.

During the course of the review, the broader issue of overall statewide Information Technology
governance was raised. This issue is one of the top issues under discussion by State CIOs across
the country. However, statewide Information Technology governance was not within the scope
of this review.

B. Federated NModel

A key governance component issue among state CIOs is the desirable level of centralized
INFOSEC authority, Without question, the current highly decentralized model needs to be
climinated. South Carolina needs a traditional federated model with central responsibility for the
statewide INFOSEC program and authority to establish a statewide umbrella framework and
policies, and then delegate authority, in most arcas, to agencies to tailor statewide policy to fit
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their operational environment subject to oversight and audit. This general approach was near
overwhelmingly eridorsed by CIOs, DSIT personnel, and experts. Moving even farther along the
centralization spectram was recommended by a few ClOs. Successful implementation of any
statewide INFOSEC program requires the full commitment of C10Os, 5o consideration of moving
along the authority spectrum beyond the federated model to a more drastic change environment
of centralization is not considered wise. Such a development remains an option as the INFOSEC
program matures and evolves.

C. Programmatic Approach

Despite the complexity of INFOSEC, the statewide solution is fundamental program
management. There has been some expectation this review would develop a laundry list of
policies, procedures, and technology to improve INFOSEC. Before a solution can be designed,
the problem needs to be understood. The first step in understanding the problem is developing
statewide standards so we know what success looks like. Then, standards can be applied to
individual agency operations through the risk assessment process, which will expose gaps or
weaknesses. Only after looking at an agency’s weaknesses in a holistic manner, can the
optimum cost/effective mitigation plan be developed, along with resource requirements and
timelines. Bven with a mitigation plan, the plan is only unique to each individual agency
because agencies have different types of operations leading to different risk issues and
corresponding mitigation plans.

After all this front end planning effort through risk assessments and mitigation plans are
completed, statewide governance provides technicel and resource support to agencies on an
ongoing basis, as well as coordinates periodic audits. These audit results provide feedback for
both individual agency actions and statewide reassessment of policies and practices. The eycle
repeats continually, resulting in improved INFOSEC maturity and capabilities over the long-
term. Statewide INFOSEC is a process, and not a single solution.

Initially, it will not be easy to coordinate this new programmatic approach. It will take more
resources in terms of staffing, expertise, technology, and hardware. However, there are two
worthy goals to keep in mind during this urgent effort. First, a world class INFOSEC program
cfeates the enabling platform to leverage technology to dramatically increase the state’s service
delivery at much lower cost. Second, and most important by far, regain some of the Jost frust
from our citizens by doing everything possible to protect their information entrusted to the state.
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Findings & Recommendations

Finding # 1: The state does not have a statewide TNFOSEC program, which undermines
an effective statewide security posture, as well as creating unmanaged and uncontrolled
statewide INFOSEC risks having potential impact on the entire state government.

Recommendation #l1a: Establish a statewide INFOSEC program.

Recommendation #ib: Establish a federated governance model.

Finding #2: The state has not fixed responsibility, accountability, and authority for
statewide INFOSEC.

Recommendation #2a: Establish a Chief Information Security Officer (CISO)
position outside of DSIT to lead the development and implementation of a
statewide INFOSEC program.

Recommendation #2b: Immediately, on an interim basis, designate a leader to
take responsibility for proactively driving statewide [INFOSEC issues while
legisiative alternatives pertaining to the statewide CISO position are weighed.

Recommendation #2¢: Establish a Steering Committee to expedite and provide
oversight of the development of a statewide INFOSEC program.

Finding #3: A consultant, with expertise in developing and implementing a statewide
INFOSEC programs, will be required to assist in establishing a statewide INFOSEC
governance framework and develop statewide INF OSEC implementation options.

Recommendation #3: Identify and procure the use of a consultant to assist
building the governance framework and developing statewide INFOSEC
implementation options.

Next Phase of Review

If approved, a CISO, a federated model, and the use of a consultant with expertise in
implementing INFOSEC statewide programs should construct a governance framework
in a highly collaborative manner with state executive leadership and agency
representation. The next interim report wiil focus on implementation options and
recommendations, in terms of cost and schedule, to develop a long term sustainable
statewide INFOSEC program to reduce agency and statewide risk.




STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF December 12, 2012 ITEM NUMBER _ \5

AGENCY:  Public Employee Benefit Authority (‘PEBA”)

SUBJECT;  Actuarial Valuation of the South Carolina Retirement System (“SCRS”)

Pursuant to the Retirement Code, as amended by Act 278 of 2012, the PEBA Board of Directors
is authorized to adopt the necessary employer, and, in certain cases, employee, coniribution rates
for the five defined benefit plans administered by PEBA based upon the annual valuations of
those plans performed by the plans’ actuary.

For the South Carolina Retirement System (“SCRS”) and the South. Carolina Police Officers’
Retirement System (“PORS™), prior to July 1, 2013, the rates for employee and employer
coniributions to those plans are preliminarily set by a statutory schedule. However, if the
actuarial valuation shows that those scheduled rates are insufficient to maintain a thirty-year
amortization period for the plans, the PEBA Board of Directors is required to increase the
scheduled employee and employer contribution rates in equal amounts to maintain an
amortization period not exceeding thirty years. See Sections 9-1-1085(A), (C), 9-11-225(A), (C)
(as added by Act 278 of 2012).

At the regular meeting of the PEBA Board of Directors on November 21, 2012, the PEBA Board
accepted as information the valuation prepared by the Board’s actuary, Gabriel Roeder Smith
(“GRS™), for SCRS as of July 1, 2011, Because the valuation found that the employee and
employer contributions scheduled for SCRS for July 1, 2013, by Section 9-1-1085(A) were
sufficient to maintain an amortization petiod not exceeding thirty years for the plan, the PEBA
Board was not required to make any adjustments in employee or employer contribution rates for
SCRS for July 1, 2013

BOARD ACTION REQUESTED:

Pursuant to Section 9-4-45(A) (as added by Act 278 of 2012), policy determinations made by the
PEBA Board are subject to approval by the Budget and Control Board, as evidenced by a
majority vote of the Board. Adjustments in employer and employee contribution rates are policy
determinations subject to Budget and Control Board approval. See Section 9-4-45(B).

Because there were no adjustments in employee or employer contribution rates for SCRS for July
1, 2013, from the scheduled rates set out in Section 9-1-1085(A), there is no action required by
the Budget and Control Board regarding those rates, and the actuarial valuation for SCRS as of
July 1, 2011, is attached solely for the Budget and Control Board’s information.

ATTACHMENTS:

Agenda item worksheet; Blume 12/5/12 letter; Minutes from the November 21, 2012 PEBA
Board Meeting; SCRS Actuarial Valuation as of July 1, 2011; Letter from Gabriel Roeder Smith
of August 27, 2012; Section 9-1-1085 of the South Carolina Code of Laws; Summary
Information for Valuations






BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

For meeting scheduled for: __ Blue Agenda
_X Regular Session
December 12, 2012 ___Executive Session

1. Submitted by:
(a) Agency: Public Employee Benefit Authority (“"PEBA”™)

(b) Authorized Official Signature:

3. Summary Background Information:

Pursuant fo the Retirement Code, as amended by Act 278 of 2012, the PEBA Board of Directors is
authorized to adopt the necessary eriployer, and, in cerlain cases; employee, contribution rates for the
five defined benefit plans administered by PEBA based upon the annual valuations of those plans
performed by the plans’ actuary.

For the South Carolina Retirement System (“SCRS”) and the South Carolina Police Officers’
Retirement System (“PORS”), prior to July 1, 2015, the rates for employee and employer
contributions to these plans are preliminarily set by a statutory schedule. However, if the actuarial
valuation shows that those scheduled rates are insufficient to maintain a thirty-year amertization
period for the plans, the PEBA Board of Directors is required to increase the scheduled employee and
employer contribution rates in equal amounts to maintain an amortization period not exceeding thirty
years. Sge Sections 9-1-1085(A), (C), 9-11-225(A), () (as added by Act 278 of 2012).

At the regular meeting of the PEBA Board of Directors on November 21, 2012, the PEBA Board
accepted as information the valuation prepared by the Board’s actuary, Gabriel Roeder Smith
(“GRS"), for SCRS as of July 1, 2011. Because the valuation found that the employee and employer
contributions scheduled for SCRS for July 1, 2013, by Section 9-1-1085(A) were sufficient to
maintain an amortization period not exceeding thirty years for the plan, the PEBA Board was not
required to make any adjustments in employee or employer contribution rates for SCRS for July 1,
2013.

4. What is Board asked to do?

Pursuant to Section 9-4-45(A) (as added by Act 278 of 2012), policy determinations made by the
PEBA Board are subject to approval by the Budget and Control Board, as evidenced by a majority
vote of the Board, Adjustments in employer and employee contribution rates are policy
determinations subject to Budget and Control Board approval. See Section 9-4-45(B).

Because there were 1o adjustments in employee or employer contribution rates for SCRS for July 1,
2013, from the scheduled rates set out in Scction 9-1-1085(A), there is no action required by the
Budget and Control Board regarding those rates, and the actuarial valuation for SCRS as of July 1,
2011, is attached solely for the Budget and Control Board’s information.



5. What is recommendation of the Board division involved? N/A.

6. Recommendation of other office (as required)? N/A.

Authorized
OfficeName _ __  Signature_
7. Supporting Documents:
List those attached: List those not attached but

available:
» Minutes from the November 21, 2012 PEBA Board Meeting,
» SCRS Actuarial Valugtion as of July 1, 2011,
» Letter from Gabriel Roeder Smith of August 27, 2012,
= Section 9-1-1085 of the South Carolina Code of Laws.
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thha.m M. Blume, Jr., CPA
Executive Director

December 5, 2012

Detbert H. Singteton, Jr.

Secretary, South Carolina Budget and Contro! Board
_Post Office Box 12444

Colurmnbia, South Carolina 29211

RE: Agenda ltems for the Approval of Contribution Rates Adapted by the Board of Directors
for the South Carolina Public Empioyee Benefit Authority

Dear Mr. Singleton:

Pursuant to the Retirement Code, as amended by Act 278 of 2012, the Board of Directors for
the South Carelina Public Employee Benefit Autharity (“PEBA") is authorized to adopt the necessary
employer, and, in certain cases, employee, contribution rates for the five defined benefit plans
administered by PEBA based upon the annual valuatiens of those plans performed by the plans'
actuary, Further, as provided in Section 8-4-45 of the Code as added by Act 278, adjustments in
employer and employee contribution rates made by the PEBA Board are policy determinations that
are subject to approval by the Budget and Control Board, as evidenced by a majority vote of the
Board.

At the regular meeting of the PEBA Board of Directors on November 21, 2012, the PEBA
Board accepied as information valuations prepared by the plans’ actuary, Gabriel Roeder Smith, for
SCRS, PORS, JSRS, GARS, and NGRS as of July 1, 2011, and adopted the contribution rates
recommended therein. it should be noted, however, that no adjustment to the statutorily scheduled
contribution rates for SCRS was necessary. As required by Section 9-4-45, the adjustments in the
contribution rates adopted by the PEBA Board are now subject to approval by the Budget and
Control Board. Accordingly, please place five items on the agenda of the Budget and Control
Board's December 12, 2012 meeting for the approval of these contribution rate adjusiments, as
reflected in more detail on the attached Agenda ltem Worksheets.

Thank you for your attention to this matter. If you need any additional information, please do
not hesitate to contact me.

Smcerer,

William M B;ume, Jr CPA
Executive Director

Enclosures
Street Address: www.retirementsc.gov Mailing Address:
202 Arbor Lake Drive 803-737-68060 Post Office Box 11960

Columbia, South Carelina 29223 $00-868-9002 (within 8.C. caly) Columbia, South Carolina 29211-1950
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TPEBA

Below are five recommendations for the PEBA Board of Directors to accept as
inforination the actuarial valuations for the retirement systems administered by PEBA
as of July 1, 2011, and, where negessary, to adopt the contribution rates recommended
therein for the fiscal year beginning July 1, 2013, This action is required because the
PEBA Board’s prior action on these valuations was not approved by a decision of the
South Carolina Budget and Control Board at its October 30, 2012 meeting.

These action items will require five separate motions by the PEBA Board. If approved,
they will be presented at the Budget and Control Board’s December 12 meeting as five
separate agenda items for recommendation and approval.

1. Pursuant to Section 9-1-260, accept as information the actuarial valuation for the South
Carolina Retirement System (SCRS).as of July 1, 2011.

2. Pursuant to Sections 9-11-30(6) and 9-11-225(C}, accept as information the actuariai
valuation for the South Carolina Police Officers’ Retirement System (PORS) as of July
1,2011, and adopt an employee contribution rate of 7.84% and an employer
contribution rate of 12.84% for the fiscal year beginning July 1, 2013, based upon that
valuation.

3, Pursuant to Sections 9-8-30(5) and 9-8-140, accept as information the actuarial
valuation for the Retirement System for Judges and Solicitors (JSRS) as of July 1,
2011, and adopt an employer contribulion rate of 47.33% for the fiscal year beginning
July 1, 2013, based upon that valuation.

4.  Pursuant to Sections 8-0-30(5) and 9-9-130, accept as jnformation the actuarial
valuation for the Retirement System for Members of the Generai Assembly (CARS) as
of July 1, 2011, and adopt an employer contribution of $4.083 million for the fiscal year
beginning July 1, 2013, based upon that valuation.

5. Pursuant to Sections 9-10-20(G) and 8-10-80(D}, accept as information the actuarial
valuation for the National Guard Retirement System (NGRS) as of July 1, 2011, and
adopt an employer contribution of $4.539 million for the fiscal year beginning July 1,
2013, based upon that vaiuation.

South Carolina Public Employee Benefit Authority * Board of Directors Meeting + November 21, 2012



South Carolina Retirement System
(8CRS)

Execiitive Summary
{(DoHar amownts expressed in thousands)

Valmation Date: B T Iy L 261 ‘ July [ 207
Membership '
«  MNumber of
- Active Members 187611 190,239
- TER] Mémbers 5,254 5,164
- Retirees and Beneficiaries i 110,296 106230
- Inactive Members NI =170 e 136,87
- Total , 461247 | 458504
«  Projected payroll of active members i $7.687.558 : $7.769,820
»  Projectéd payroll for all members, inchuding | .
members in ORP, TERI, and working retirees | $9,379.634 $9,641,717
Contribution Retes ;
- . Employer contifbution rate” f 12.23% 10.60%
© e Member : ) 6.50% . 6.50%
‘ASSC?.S iB !
+ Market value o+ $22395000 | 519,681,137
»  Actuarial vaiue 1 25604823 | 25400331
-+ Return on market valie | 18:6% 14.6%
. = Rétury on actuaria! vale 43% | 3.3%
+  Ratio of actudrial o market vilie of assets H 1143 | 129.1%

- External cash flow % I -4.1% -3.9%

Actuarial Information T i
© o+ Normal cost % ; 10.68% | 16.01%

«  Actuarial acerued fability (AAL) : $40,015,772 $38,774,029

+  Urfinded actuarial ncorued liability (UAAL) | 14410942 | 13,373,698

+  Funded ratio eaU% I 65.5%

+  Funding period (years) : 30 30

Regoncilietion of UAAL : :

+  Beginning of Year UAAL i $13373,698 | $11,967253
- Interest on UAAL 999623 957,380
- Amortization payment with inferest . (618,048) {662414)
- Assumptiow/method changes” (45359 0
- Asset experience 802,448 1,242,920
- COLA- b 154,945 0
-~ Salary cxperience : #7773 L {344,630)
~ Orther liability experience : : 221413 : 68477
- Incidental death benefit 3 L 0 74,703

+  End of Year UAAL b $14410949 | T §13:373,698

' The coniribubion rate determined by the July 1, 2011 actuarial valation I subjeet to approval and
adoption by Budget and Control Bodrd before becoming effective for the fiscal yvear beginning July |, 2013,

* Includes the change in Hability diaé to'the change in autoratic COLA provisions.
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August 27, 2012

South Carolina Public Employee Benefit Authority
South Carolina Retirement System

P.0O. Box 11960

Columbia, SC 29211-1960

Dear Members of the Authority: '
Re: Certification of the Employer Contribution Rates for Fiscal Year 2014 thai
reflect H, 4967 as Enacted

H. 4967 as amended was enacted on June 26, 2012. Prior to the enactment of the legislation, the
results of the July 1, 2017 sctuarial valuation-would determinie the actuarial and financial
information that s disclosed in the Retirement System’s sccounting information under the

1% Standatds, as well as the identify the emplayer contribution requiremnents
uth Carolina Budget and Control Board and become effective for
y 1, 2013}, The enactment of the pension reform bill changes the
al valuation, Therefore, the information below documents the
FY 2014 emplayer contribution rates for the South Carolina Retirement System (SCRS) and the
South Cerolifa Patice Officers Retirement System (PORS) that reflects the |epislative changes. The
Retirémient System will also use this updated liability and cost i nformation for disclosure and
financial reporting under the Governmental Accounting Standards Board Statement No. 25 (GASB
253,

FY 2014 Contribution Rates

Sections 9-1-1085 and 9«

Y )
yeris 10.60% for SCRS
ever, if these scheduled contribution
boththe memberand smployer

\50%. How,

[FundingPeribd | 35years | Sogems )




Willtam M. Blumg Jr., CPA
Angust 27, 2012
Page 2

The scheduled employer and member cantribution rates in the Code are sufficlent to satisfy the 30.
year funding period requirement for SCRS. However, the schediled employer and members
contribution rates for PORS would résultin.a 38-year amortization period, thus are not sufficient
and must be increased by an additional 0.34% to decrease the amortization perlod to 30 years,

Funding Liabilities and Assets

The following is a table witha summaty of the key funded status measures as of July 1, 2011, Also
attached is an exhibit providing additional financial information for eachi of the retirement system,

Table:2, - Summary of Key Funded Status Measurements asof July 1, 2011 __

el R GRS,

| Actuarial Valug of Assets (AVA) | 525604623 - 837283

1 Actuarial Accrued Liability (AAL) L A T R
Unfunded Actuarial Accrued Lisbility (UAALY |~ 17406787 | 1,39

{FundedRatio . LT TTTendye

LAnnual CoveredPayrall [T ggeRyeeg |

P UAAL as 5 % of Payroll . R
S

Basis of Calculations

The calculations and analysis disclosed in this letter are based on the member and financial data
provided by the System used to perform the actuarial valuation as of July 1, 2011. Except where
noted otherwise, the actuarial assumptions and methods are based on those recommended in pur
Experience Study Report dated September 2011 and adapted by the Budget and Conitro! Board in
November 2011,

For purposcs of this analysis, we adjusted the rate of retirement assumption for members impacted
by the proposed legislation. it was assumed the change in the disability cligibility provisions would
result in a 20% reduction in the number of members wha receive a disability allowance. Those
members who would not meet the qualification requirements are assumed to continue employment,

It is our opinion that the recommended assumptions are interrally consistent and are reasonably
based on past and anticipated future experience of the System. The actuarial assumptions and
metiiod used in this report comply with the parameters for disclosure that appear in GASB 25,

General Comments

The results of the actuarial valuation are dependent on the actuarial assumptions used. Actual
resuits can, and almost certainly will, differ as actual experience deviates from the assumptions.
Even seemingly minor changes in the assumptions can materially change the {iabilities, caloulated -
contribution rate, and funding periods. The actuarial calculations are intended to provide
inforrnation for rational decision making,

All of our work conforms with generally accepted actuariaj principles and practices and with the
Actuarial Standards of Practice issued by the Actuarial Standards Board, We certify that the

Gabrie] Rocder Swmith & Compauy



William M, Blume Ir., CPA
August 27, 2012
Page 3

undersigned are members of the American Academy of Actuaries and that we meet all of the
Qualification Standards of the American Academy of Actuaries to render the actuarial opinion
contained herein. In addition, both of the undersigned are experienced in performing valuations for
large public retirement systems. If you have any questions, or require any additional or clarifying
Information, please do not hesitate to contact gither of us.

Sincerely,

Danic! J. White, FSA, MAAA, EA TosyfShef. Newton, ESA, MAAA, EA
Senior Consultant Befor Cangtiltant

Enclosure

KABBAI0I 2L eg\Coinferencs Commies\F Y2014 Contrbulion Rates for SCRS wnd PORS doee

Gabriel Roeder Smith 8¢ Company



SECTION 9-1-1085.

(A) Asprovided it Sections 9-1-1020 and 9-1-1050, the employer and employee coniribution
rates for the system beginning in Fiscal Year 2012-2013, expressed as a percentage of earnable
compensation, are as follows: '

Fiscal Year _ Employer Contribution Employee Contribution
20122013 10.60 7.00

2013-2014 10.60 7.50

2014-2015 and after 10.90 8.00

The employer contribution rate set out in this schedule includes contributions for participation in
the incidental death benefit plan provided in Sections 9-1-1770 and 9-1-1775, The employer
coniribution rate for emplovers that do not participate in the incidental death benefit plan must be
adjusted accordingly.

(B) After June 30, 2015, the board may increase the percentage rate in employer and employee
contributions for the system on the basis of the actuarfal valuation, but any such increase may not
result'in a differential between the employee and employer contribution rate for the system that
exceeds 2.9 percent of earnable compensation. An inerease in the contribution rate adopted by
the beard pursuant to this section may not provide for an increase in an amount of more than
one-half of one percent of earnable compensation in any onc year.

(C) If the scheduled employer and.employee contributions provided in subsection (A), or the
rates last adopted by the board pursuant to subsection (B), are insufficient to maintain a thirty
year amortization schedule for the unfunded liabilities of the system, then the board shall
increase the contribution rate as provided in subsection (A) or as last adopted by the board in
equal percentage amourts for employer and employee contributions as necessary to maintain an
amortization schedule of no more than thirty years, Such adiustments may be made without
regard to the annual limit increase of one-half percent of earnable compensation provided
pursuant to subsection (B), but the differential in the employer and employee contribution rates
provided in subsection (A) or subsection (B), as applicable, of this section must be mainiained al
the rate provided in the schedule for the applicable fiscal year.

(M(1)y After June 30, 2013, if the most recent annual actuarial valuation of the system shows a
ratio of the actuarial value of system assets to the actuarial accrued liability of the system (the
funded ratio) that is equal to or greater than ninety percent, then the board, effective on the
following July first, may decrease the then current contribution rates upon making a finding that
the decrease will not result in a funded ratio of less than ninety percent. Any decrease in
contribution rates must maintain the 2.9 percent differential between employer and employee
contribution rates provided pursuant to subsection (B) of this section.



{(2) If contribution rates are decreased pursuant to item (1) of this subsection and the most
recent annual actuarial valuation of the system shows a funded ratio of less than ninety percent,
then effective on the following July first, and annually thereafter as necessary, the board shall
increase the then current contribution rates as provided pursuant to subsection (B) of this section
urtiil & subsequent annuel actuarial valuation of the system shows a funded ratio that i equal to
or greater than ninety percent.



1) Regarding Agenda Items Nos. 3 — 7 (SCRS, PORS, JSRS, GARS, NGRS Valuations),
you requested that PEBA “[e]xpress all [contribution increases] in terms of $ and % for both

employee and employer.

SCRS.
Employee % *Employee $ Increase in.$
2012 2013 2012 2013 from 2012-13
70 75 $552M $611M $59 M
Employer $ Increase in §
2012 2013 from 2012-13
$968 M 5993 M $25M

Erployer § Increase in $
2012 2013 from2012-13
$146 M $156 M $10M
GARS
Employee % Employee $ Increase in §
2012 2013 2012 2013 from 2012-13.
100 11.0 $390 K $429K $39K
Emplover § Increase in $
2012 2013 from 2012-13
$2.8M $406M  $126M

012 20t

il

45.00 47.33

Employee $ Increase in$
2012 2013 from 2012-13
$77.4M B895M  $1201M

Emplovee $ Increasein $
2012 2013 from 2012-13

$1.87M $1.87M

g

**+Increase in $
$400 K

*Employee $ figures are based on projected active employee payroll for FY's 2012 and 2013

#*NGRS cannot be expressed as a percentage of payroll because it is non-contributory and is
funded by direct appropriation.

*** a1l § figures are based on projected payrolls for FY's 2012 and 2013



2} Regarding Agenda ltem Number 3 (SCRS Valuation), you requested “[gliven the alleged
FY12 fund performance, please prepare an updated estimate, in graph form, of the UAL, as of
June 30, 2013, and for the 4 prior fiscal years, which show the effects on the UAL with

smoothing and without smoothing.”

The chart below sets out the market value of assets (MVA), the actuarial value of assets (AVA),
the actuarial accrued liability {AAL), the unfunded actuarial accrued liability-market value
(UAAL[MV]) and the unfunded actuarial lability-actuarial value (UAAL[AV]). The market
value numbers reflect amounts that do not apply smoothing. The numbers below for 2012 and
2013 reflect the FY12 fund performance. The numbers for 2009 — 2011 are not affected by the
FY12 fund performance.

2009 :

MVA AVA AAL UAAL(AV
$17.7B $252 B $37.2B $12B
2010

MVA AVA AAL

$19.7B $254 B $388B

2011

$22.48B $25.6 B $38.08B

2012

MvA AVA Aal,

$21.6B $25.6 B $39.2B

2013

MVA AVA AAL

$22.4B $25.6 B $40.5 B




3) Regarding Agenda Items Nos. 3, 4, 5, 6 and 7, you requested:

a, 5 year graph of both proposed employee and proposed employer contributions for
FY'13 and 4 prior fiscal years

b. Explain when only the employee or employer contributions apply when that is the
case

c. What happens if the B&CB does not approve increase in these employer

contributions and/or employee contributions.

a) The table below shows the employee and employer contribution rates for the upcoming
fiscal year beginning July 1, 2013 (FY 2014), and the four preceding fiscal years.

July 1,2009  July 1,2010  July1,2011  July1,2012  July1,2013

(FY 2010) (FY 2011)  (FY 2012) (FY 2013) (FY 2014)
SCRS
Employee  6.5% 6.5% 6.5% 7.0% 7.5%
Employer  9.39% 9.39% 9.535% 10.6% 10.6%
PORS
Employee  6.5% 0.5% 6.5% 7.0% 7.84%%*
Employer  11.05% 11.53% 11,763% 12.30% 12.84%*
JSRS
Employee  10.0% 10.0% 10.0% 10.0% 10.0%
Employer  45.09% 45.09% 45.09% 45.09% 47.33%*
GARS
Employee  10.0% 10.0% 10.0% 10.0% 11.0%
Employer  $2.598M $2.414M $2.532M $2.831M $4.063M*
NGRS
Employce  N/A N/A N/A N/A N/A
Employer  $3.945M $3.904M $3.937M $4.539M* Pending

The rates marked with an asterisk are adjustments in contribution rates that have been approved
by the PEBA Board of Directors, and are currently pending approval by the Budget and Control
Board.

b) For SCRS and PORS, prior to July I, 2012, the employee contribution rate was fixed by
statute and the employer rate was determined by the Budget and Control Board based upon the
actuarial valuations of the systems and the Board’s funding policies. For the fiscal years
beginning July 1, 2012, July 1, 2013, and July 1, 2014, the employee and employer contribution
rates for SCRS and PORS are set by a statutory schedule pursuant to Act 278 of 2012, and may



only be increased in order to prevent the amortization period for the plans’ unfunded liability
from exceeding thirty years.

For JSRS and GARS, the employee contribution rates are fixed by statute, and the employer
contributions are set by the PEBA Board of Directors (and the Budget and Control Board prior to
July 1, 2012) based upor the actuarial valuations of those plans. The JSRS employer
contribution is collected as a percentage of covered payroll from the applicable employers, while
the GARS employer contribution is paid in a lump-sum appropriation from the General
Assembly.

NGRS does not require employee contributions, and is funded entirely by direct appropriations
from the General Assembly. The PEBA Board of Directors (and formerly the Budget and
Control Board) certifies the amount of the appropriation required from the State to maintain the
plan on a sound actuarial basis as determined by the annual actuarial valuation of the plan.
Unlike the other plans, which operate on a two-year lag between the valuation date and the
cffective date of the required contributions recommended therein, the contributions requirements
reported in the NGRS actuarial valuation take effect the following fiscal year.

¢) For SCRS, no increase in the statutorily scheduled contribution rates was required for the
fiscal year beginning July 1, 2013, and, therefore, no action is required by the Budget and
Control Board with regard to those rates. For PORS, the increase in the employee and employer
contribution rates for the fiscal year beginning July 1, 2013, to maintain the plan at an
amortization period not exceeding thirty years is required by law; the failure to approve the
increase would violate that law, as well as result in a failure to adequately fund the plan under
the applicable accounting standards and funding policies. See S.C. Code Ann. § 9-11-225(C) (as
added by Act 278 of 2012).

For JSRS, GARS, ard NGRS, the failure to approve the contribution increases
recommended by the plans® actuary would, in general terms, result in a failure to adequately fund
the plans under the applicable accounting standards and funding policies. This failure would
also require future contribution increases necessary to meet adequate funding requirements to be
greater than they would have been had the required contribution increases been approved this
year. A precise caleulation of the detrimental effect to the funded status of the plans caused by
failing to increase contributions as recommended by the actuary would have to be determined by
the actuary and would require additional information regarding the extent to which the
recommended contribution increases are not made.
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STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF December 12, 2012 ITEM NUMBER i

AGENCY:  Public Employee Benehit Authority (“PEBA™)

SUBJE%CT "~ Approval of PEBA :If’oliéﬁi"ﬁéférfn'inat-'ibﬁ. For the South Carolina Police Officers’
Retirernent System

Pursuant to the Retirement Code, as amended by Act 278 of 2012, the PEBA Board of Directors
is authorized to adopt the necessary employer, and, in certain cases, employee, contribution rates
for the five defined benefit plans administered by PEBA based upon the annual valuations of
those plans performed by the plans’ actuary.

For the South Carolina Retirement System (“SCRS”) and the South Carolina Police Officers’
Retirement System (“PORS?), prior fo July 1, 2015, the rates for employee and employer
contributions to those plans are preliminarily set by a statutory schedule. However, if the
actuarial valuation shows that those scheduled rates are insufficient to maintain a thirty-year
amortization period for the plans, the PEBA Board of Directors is required to increase the
scheduled employee and employer contribution rates in equal amounts to maintain an
amortization period not exceeding thirty years. See Sections 9-1-1085(A), (C), 9-11-225(A), (C)
(as added by Act 278 of 2012).

At the regular meeting of the PEBA Board of Directors on November 21, 2012, the PEBA Board
accepted as information the valuation prepared by the Board’s actuary, Gabriel Roeder Smith
(“GRS”), for PORS as of July 1, 2011, and adopted the contribution rates recommended therein,
In particular, because the valuation found that the PORS contribution rates scheduled in Section
9-11-225(A) for July 1, 2013, were not sufficient to maintain an amortization period not
exceeding thirty years for the plan, the PEBA Board adopted the recommendation of the actuary
that PORS contribution rates be increased under Section 9-11-225(C) from the scheduled rates of
7.5% for employees and 12,5% for employers to 7.84% for employees and 12.84% for employers
for July 1, 2013, to maintain a thirty-year amortization period for the plan.

Pursuant to Section 9-4-45(A) (as added by Act 278 of 2012), policy determinations made by the
PEBA Board are subject to approval by the Budget and Control Board, as evidenced by a
majority vote of the Board. Adjustments in employer and employee coniribution rates are policy
determinations subject to Budget and Control Board approval. See Section 9-4-45(B).

Accordingly, pursuant to Section 9-4-43, the Budget and Control Board is asked to approve the
following adjustments in employer and employee contributions adopted by the PEBA Board for
the South Carolina Police Officers’ Retirement System (“PORS”) for the fiscal year beginning
July 1, 2013, based upon the actuarial valuation of the system as of July 1, 2011:

1. Increase PORS employee contribution rate from 7.5% to 7.84% and the PORS employer
contribution rate from 12.5% to 12.84%,.

ATTACHMENTS;

Agenda item worksheet; Blume 12/5/12 letter; Minutes from the November 21, 2012 PEBA
Board Meeting; PORS Actuarial Valuation as of July 1, 2011; Letter from Gabriel Roeder Smith
of August 27, 2012; Section 9-11-225 of the South Carolina Code of Laws; Summary
Information for Valuations






BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

For meeting scheduled for: ___ Blue Agenda
_X Regular Session
BDecember 12, 2012 ___Executive Session

1. Submitted by: |
() Agency: Public Employee Benefit Authority ("PEBA™)

<

(b) Authorized Official Signature: " Williom M. Blomne, I, CBA, Director

2. Subject: Approval of PEBA Policy Determination for the South Carolina Police Officers”
Retirement System

3. Summary Background Tnformation:

Pursuant to the Retirement Code, as amended by Act 278 of 2012, the PEBA Board of Directors is
authorized to adopt the necessary employet, and, in certain cases, employee, contribution rates for the
five defined benefit plans administered by PEBA based upon the annual valuations of those plans
performed by the plans’ actuary.

For the South Carolina Retirement System (“SCRS”) and the South Carolina Police Officers’
Retirement System (“PORS™), prior to July 1, 2015, the rates for employee and employer
contribistions to those plans are preliminarily set by a statutory schedule. However, if the actuarial
valuation shows that those scheduled rates are insufficient to maintain a thirty-year amortization
period for the plans, the PEBA Board of Directors is required to increase the scheduled employee and
employer contribution rates in equal amounts to maintain an amortization period not exceeding thirty
years. See Sections 9-1-1085(A), (C), 9-11-225(A), (C) (as added by Act 278 of 2012).

At the regular meeting of the PEBA Board of Directors on November 21, 2012, the PEBA Board
accepted as information the valuation prepared by the Board’s actuary, Gabriel Roeder Smith
(“GRS”), for PORS as of July 1, 2011, and adopted the contribution rates recommended therein. In
particular, because the valuation found that the PORS contribution rates scheduled in Section 9-11-
225(A) for July 1, 2013, were not sufficient to maintain an amortization period not exceeding thirty
years for the plan, the PEBA Board adopted the recommendation of the actuary that PORS
contribution rates be increased under Section 9-11-225(C) from the scheduled rates of 7.5% for
employees and 12.5% for employers to 7.84% for employees and 12.84% for employers for July 1,
2013, to maintain a thirty-year amortization period for the plan.

4. What is Board asked to do?
Pursuant to Section 9-4-45(A) (as added by Act 278 of 2012), policy determinations made by the
PEBA Board are subject to approval by the Budget and Control Board, as evidenced by a majority

vote of the Board. Adjustments in employer and employee contribution rates are policy
determinations subject to Budget and Control Board approval. See Section 9-4-45(B),

Accordingly, pursuant to Section 9-4-45, the Budget and Control Board is asked to approve the
following adjustments in employer and employee contributions adopted by the PEBA Board for the
South Carolina Police Officers™ Retirement System (“PORS™) for the fiscal year beginning July 1,



3013, based upon the actuarial valuation of the system as of July 1, 2011:

1. Increase PORS employee contribution rate from 7.5% to 7.84% and the PORS employer
contribution rate from 12.5% to 12.84%.

5. What is reconimendation of the Board division involved? N/A.

6. Recommendation of other office (as required)? N/A.

Authorized
OfficeName .. .. Signature;
7. Supporting Documents:
List those attached: List those not attached but

available:
= Minutes from the November 21, 2012 PEBA Board Mccting.
» PORS Actuarial Valuation as of July 1, 2011.
« Letter from Gabriel Roeder Smith of August 27, 2012
= Section 9-11-225 of the South Carolina Code of Laws



| South Carolina
PUBLIC EMPLOYER BENEFIT AUTHORITY

William M. Blume, 1., CPA
Executive Director

December 5, 2012

Delbert H. Singleton, Jr.

Secretary, South Carolina Budget and Control Board
_Post Office Box 12444

Columbia, South Carolina 29211

RE: Agenda Items for the Approval of Contribution Rates Adopted by the Board of Directors
for the South Carolina Public Employae Benefit Authority

Dear Mr. Singlefon:

Pursuant to the Retirement Code, as amended by Act 278 of 2012, the Board of Directors for
the South Carolina Public Employee Benefit Authority (*PEBA”) is authorized to adopt the necessary
employer, and, in ceriain cases, employee, contribution rates for the five defined benefit plans
administered by PEBA based upon the annual valuations of those plans performed by the plans’
actuary. Further, as provided in Section 9-4-45 of the Code as added by Act 278, adjustments in
employer and employee contribution rates made by the PEBA Board are paolicy determinations that
are subject to approval by the Budget and Control Board, as evidenced by a majority vote of the
Board.

At the regular meeting of the PEBA Board of Directors on November 21, 2012, the PEBA
Board accepted as information valuations prepared by the plans' actuary, Gabriel Roeder Smith, for
SCRS, PORS, J8RS, GARS, and NGRS as of July 1, 2011, and adopted the contribution rates
recommended therein. It should be noted, however, that no adjustment to the statutorily scheduled
contribution rates for SCRS was necessary. As required by Section 9-4-45, the adjustments in the
contribution rates adopted by the PEBA Board are now subject to approval by the Budget and
Control Board. Accordingly, please place five items on the agenda of the Budget and Control
Board's December 12, 2012 meeting for the approval of these contribution rate adjustments, as
reflected in more detail on the attached Agenda ltem Workshests.

Thank you for your attention to this matter. If you need any additional information, please do
not hesitate to contact me,

Sincerely,

Executive Director

Enclosures
Stieet Address: www.retirementisc.goy Mailing Address:
202 Arbor Lake: Drive 803-737-6300 Post Office Box 11960

Colunibia, South Caroling 20223 800-868-9002 (within 8.C. only) Columbia, South Carolina 29211-1960



South Caroling

Below are five recommendations for the PEBA-Board of Directors to accept as
information the actuarial valuations for the retirement systems administered by PEBA
as of July 1, 2011, and, where necessary, to adopt the contribution rates recommended
therein for the fiscal year beginning July 1, 2013, This action is required because the
PEBA Board’s prior action on these valuations was not approved by a decision of the
South Carolina Budget and Control Board at its October 30, 2012 meeting.

These action items will require five separate motions by the PEBA Board. If approved,
they will be presented at the Budget and Control Board’s December 12 meeting as five
separate agenda items for recommendation and approval.

Pursuant to Section 9-1-260, accept as information the actuarial valuation for the South
Carolina Retirement System (SCRS) as of July 1, 2011,

Pursuant to Sections 9-11-30(6) and 9-11-225(C), accept as information the actuarial
valuation for the South Carclina Police Officers’ Retirement System (PORS) as of July
1, 2011, and adopt an employee contribution rate of 7.84% and an-employer
contribution rate of 12.84% for the fiscal year beginning July 1, 2013, based upon that
valuation.

Pursuant to Sections 9-8-30(5) and 9-8-140, accept as information the actuarial
valuation for the Retirement System for Judges and Solicitors (JSRS) as of July 1,
2011, and adopt an employer contribution rate of 47.33% for the fiscal year beginning
July 1, 2013, based upon that valuation.

Pursuant to Sections 8-9-30(5) and 9-8-130, accept as information the actuariai
valuation for the Retirement System for Members of the General Assembly (GARS) as
of July 1, 2011, and adopt an employer contribution of $4.083 miilion for the fiscal year
beginning July 1, 2013, bdsed upon that valuation.

Pursuant to Sections £-10-20{G} and 9-10-60(D), accept as information the actuarial
valuation for the National Guard Retirement System (NGRS} as of July 1, 2011, and
adept an employer contribution of $4.539 million for the fiscal year beginning July 1,
2013, based upon that valuation.

Seuth Caroling Public Employee Benefit Authority + Board of Directors Meeting ¢ November 21, 2012



Police Officers Retirement System
(PORS)

Executive Summary
(Doltar amowunts expressed.in thousands)

! Inclades the change n liability due to the change in automatic COLA provisions.

Valgation Dater  July 12013 _Iuly 1,2010
NMembership
{ ¢+ Numberof
- Active members ; 26,650 26,568
- Retirées and beneficiaries 13,358 12,566
- inactive members 11,980 11,899
- Total 51,958 51,033
+  Projected payrodl of active members $1,087 387 $1,076.467
"« Projected payrofl for all active members,
nciuding working cetiress ST 7T $1,158,390
Contribution Rates
*  Employer coniribution rate 12.30% 12.30%
«  Member 6.50% 6.50%
Assets
«  Market value 53317533 $2.851.474
e Actuarial value 3728241 3612760
*  Retumn on market value 18.3% 14.3%
*  Return on actuerial value 4.6% 3.2%
+  Ratio - actuarial vafue to-market vake [12.4% 126.7%
.+ External ¢ash flow % “.6% -1.5%
Actuarial Information
¢ = Normal cost % 13.39% 13.74%
-+ Actariz] accrued Sability (AAL} $4,824.921 $4.850.457
.« Unfunded actuarial acerued lnbility (UAAL) 1,696,700 1,237,757
.+ Funded ratio ‘ 71.3% 74.5%
¢+ Funding period {ygars) 22.2 300
Reconeiliation of UAAL
'« Beginning of Year UAAL $1,237,757 $1,081,891
- Intereston UAAL 71,369 86,551
- Anfortization payment with intérgst (64.459) (52,536)
- Assumption/method changes’ (286,171) 9
- Asset experience 102,677 167,396
- COLA 40,124 a
~ Salary experiénce {41,879) {80,056
- Other ligbility experience 37282 34,524
- Intidental death benefit i 0 I ¢ )]
«  findof Year UAAL §.096700 F $1,237,757




Coasultanty & Acreries Suke 870 469.524/0003 fax

G-  Gabrid Roeder Senith & Company 5605 1, MacAsthur Bivd 463.524,0000 phcme
i i Irving, TX 750382631 wwrwgabtitlmedorcot

August 27, 2012

South Carolina Public Employee Benefit Authority
South Carolina Retirement System

P.O. Box 11960

Columbia, SC 29211-1960

Dear Members of the Authority:

Re: Certification of the Employer Contribution Rates for Fiscal Year 2014 that
reffect H. 4967 as Eunacted

H. 4567 as ameénded was enacted on June 26, 20132, Prior to the enactment of the fepislation, the
results of the July 1, 2011 actuarial vaiuation would determine the actuarial and financial
information that is disclosed in the Retirement System’s accounting information under the
Govemmental Accounting Standards, as well as the identify the employer contribution requirements
that would be adopted by the South Carolina Budget and Control Board and become effective for
Fiscal Year 2014 (i.c. effective July 1, 2013). The enactment of the pension reform bill changes the
results disclosed in the 2011 actuaria] valuation. Therefore, the information belaw documents the
FY 2014 employer contribution rates for the South Carolina Retirement Systern (SCRSY anid the
South Carofina Police Officers Refiremient Systerm (PORS) that reflects the legislative changes. The
Retirement System will also use this updated lizbility and cost {nformation for disclosure and
financial reporting under the:Governmental Accounting Standards Board Statement No. 25 (GASE
23).,

F'Y 2014 Contribution Rates

Sections 9-1-1085 and 9-11-225 of South Caroline Code establish the policy for determining the

“employer and member contribution rates for SCRS and PORS respectivel y. Under these statutes,
the scheduled contribution rate as of July 1, 2013 for the employer is 10.60% for SCRS and 12:50%
for PORS. The member contribution rate wili be 7.50%. However, if thess scheduled contribution
rates are insufficiént to maintain a 30-year amortization period, both the member and employer
contribution rates will increase to an amount sufficient to satisfy the 30-year amartization period
requirement. Based on the actuarial valuation as of July 1, 201] that recognizes the changes
enacted by the pension reform bill, the following table documents the member and empioyer
contribution rates for fiscal year 2014.

Table1. - Countribution Rates in Effect for Fiscal Year 2014 e

fiS% : RS : PORB |
IMembers. ..~ | S50% [88% 1
(Employers T ITTTTI060% | 12.84% .
[Funding Pered ™™ Thyeas ™ Soenc——1




William M. Biume Jr,, CPA
Aungust 27, 2012
Page 2

The scheduled employer and member contribution rates In the-Code are sufficient to satisfy the 30
year funding period requirement for SCRS, However, the-scheduled employer and members
contribution rates for PORS would result in a 38-year amortization period, thiis.are not sufficient
and must be increased by an additional 0.34% to decrease the amortization peried to 30 years.

Funding Liabilifies and Assets

The fallowmg is‘atable with-a suminary of the key funded status measures as of July 1, 2011, Also
attached is an exhibit providing additional financial information for each of the retirement system.

£ s

. 4,823 $37283§8._
. ssomem b s 122501

12406787 | 1394783
e B

al Value of Assets (AVA‘
ai Accrued Llabﬂl _y (AA L)

A 7 S T
= T T 128.2%

Emtheussnds I

Basis of Calculations

The calculations and analysis disclosed In this letter are based on the member and financial data
provided by the System used to perform the actuarial valuation as.of July !, 2011, Except where
noted otherwise, the actuarial assumptions and methods are based on those recommended in our
Experience Study Report dated September 2011 and adopted by the Budget and Control Board in
November 2011,

For purposes of this analysis, we adjusted the rate of retirément assumption for members impected
by the proposed legislation, It was assumed the change in the dlsab:hty eligtbility provisions would
result in 2 20% reduction in the number of members who receive a disability allowance. Those
members who would not meet the qualification requirements are assumed to continue eraployment,

It is our opinion that the recommended-assumptions are internally consistent and are reasonably
based on past and anticipated future experience of the-System. The actuarial assurmnptions and
method used'in this report comply with the parameters for disclosure that appearin GASB 25,

General Comments

The results of the actuarial valuation are dependent on the actuarial assumptions used, Actual
resnlts can, and almost cer'amly will, differ as actual experience deviates from the assumptions.
Even seemingly minorchanges ifi the assumptions can materfally change the liabilities, calculated -
contribution fate, and funding periods. The actudrial calculations are intended to provide
information for rational decision making.

All of our wark conforms with generally accepted actuarial principles and practices and with the
Actuarial Standards of Practice issued by the Actuarial Standards Board. We certify that the

Gaburisl Roeder Smith 8 Company



William M, Blume Jr., CPA
August 27, 2012
Page 3

undersigned are members of the American Academy of Actuarics and that we meet all of ‘the
Quahﬁcatmn Standards of the American Academy of Actuaries to render the actugrial opinion
contat 5B In addition, buthof the: uncterm@cd are experienced in performing valuations for
i guam::rm, or require any additonal or clarifying

Smcerely,

,Z/J‘é%ér

Daniel J, White, FSA, MAAA, EA HosgDR L
Senior Consultant Se o Consuhant

Enclosure-
KA128512812\Lrg\Conferenee CommiticrVF Y20 14 Contribution Retcs for SCRS and PORS diex

Gabrid Roeder Smith & Company



SECTION 9-11-225,

(A) As provided in Sections 9-11-210 and 9-11-220, the employer and employee contribution
rates for the. system beginning in Fiscal Year 2012-2013, expressed as a percentage of camable
compensation, arc as follows:

Fiscal Year Employer Contribution Employee Contribution
2012-2013 12.30 7.00
2013-2014 12.5¢ 7.50
2014-2015 and after 13.00 8.00

The employer contribution rate set out in this schedule includes contributions for patticipatien in
the incidental death benefit plan provided in Sections 9-11-120'and 9-11-125 and for
participation in the accidental death benefit program provided in Section 9-11-140. The
employer contribution rate for employers that do not participate in these programs muist be
adjusted accordingly.

(B} After June 30, 2015, the board may increase the percentage rate in employer and employee
contributions for the system on the basis of the actuarial valuation, but any such increase may not
result in a differential between the employee and employer contribution rate for that system that
exceeds 5.00 percent of earnable compensation. An increase in the contribution rate adopted by
the board pursuant to this section miay not provide for an increase in an amount of more than
one-halfl of one percent of earnable compensation in any one year.

(C) Ifthe scheduled employer and employee contributions provided in subsection (A), or the
rates last adopted by the board pursuant to subsection (B), are insufficient to maintain a thirty
year amottization schedule for the unfunded liabilities of the system, then the board shall
increase the contribution rate as provided in subsection (A) or as last adopted by the board in
equal percentage amounts for employer and employee contributions as necessary to maintain an
amortization schedule of no more than thirty years. Such adjustments may be made without
regard to the annual limit increase of one-half percent of earnable compensation provided
pursuant to subsection (B), but the differential in the employer and employee coniribution rates
provided in subsection (A) or subscction (B), as applicable, of this section must be maintained at

the rate provided in the schedule for the applicable fiscal year.

(DX1) After June 30, 2015, if the most recent annual acivarial valuation of the system shows a
ratio of the actuarial value of system assets to the actuarial accrued liability of the system (the
funded ratio} that is equal to or greater than ninety percent, then the board, effective on the
following July first, may decrease the then current contribution rates upon making a finding that
the decrease will not result in a funded ratio of less than ninety percent. Any decrease in
contribution rates must maintain the 5.0 percent differential between employer and emiployee
cantribution rates provided pursuant to subsection (B) of this section.



(2) If contribution rates are decreased pursuant to item (1} of this subsection and the most
recent annual actuarial valuation of the system shows a funded ratio of less than ninety percent,
then effective on the following July first, and annually thereafler as necessary, the board shatl
increase the then current contribution rates as provided pursuant to subscction (B) of this section
until a subsequent annual actuarial valuation of the system shows a funded ratio that is equal to

or greater than ninety percent.



1) Regarding Agenda [tems Nos. 3 — 7 (SCRS, PORS, JSRS, GARS, NGRS Valuations),
you requested that PEBA “[e[xpress all [contribution increases] in terms of § and % for both
employee and employer.

SCRS
Emplayee Yo *Employee $ Increasein §
20 20 2012 2013 from 2012 13'
$552M $611M $59 M
Employer § Increase in §
2012 2013 from 2012-13.
$G68 M $993 M $25 M
PORS |
Employee % Emplovee $ Increase in §
2012 201_3 2012 2013 from 2012 13
7.0 7.84 $774M $895M $12.1M
Employer $ Increase in §
2012 2013 from 2012-13

$146 M $156 M $10M

Employee § Increase in.$
2012 2013 from 2012-13
$3I90K $420K $30 K

Emplovyer § Increase in §
2012 2013 from. 2012 13_

$28M $4.06 M  $126M

Emplovee § Increasein §
2012 2013 from 2012-13
$1.87M $187M  §--—-

Employer § ***Increase in §
2012 2013 from 2012-13

45.09 '4 33 $84M $8.8M $400 K

*Employee $ figures are based on projected active employee payroll for FY's 2012 and 2013

#¥NGRS cannot be expressed as a percentage of payroll because it is rion-contributory and is
funded by direct appropriation.

k% ]l § figures are based on projected payrolls for FYs 2012 and 2013



2) Regarding Agenda ltem Number 3 (SCRS Valuation), you requested “[gliven the alleged
FY12 fund performance, please prepare an updated estimate, in graph form, of the UAL, as of
June 30, 2013, and for the 4 prior fiscal years, which show the effects on the UAL with
smoothing and without smoothing.”

The chart below sets out the market value of assets (MVA), the actuarial value of assets (AVA),
the actuarial accrued liability (AAL), the unfunded actuarial accrued liability-market value
(UAAL[MV]) and the unfunded actuarial liability-actuarial value (UAAL{AV]). The market
value numbers reflect amounts that do not apply smoothing. The numbers below for 2012 and
2013 reflect the FY'12 fund performance. The numbers for 2009 — 2011 are not affected by the

FY'12 fund performance.

2009
MVA AVA AAL UAAL(A
$17.7B $252B $37.2B $12B
2010

MVA AVA AAL

$19.7B $254 B $38.8 B

2011,

MVA AVA AAL

$2248B $256 B $38.0B

2012

MVA AVA AAL

$21.6 B $256 B $39.2 B

2014

MVA AVA AAL

$224B $75.6B 3405 B



3 Regarding Agenda Items Nos. 3, 4, 5, 6 and 7, you requested:

a. 5 year graph of both proposed employee and proposed employer contributions for
FY'13 and 4 prior fiscal years

b. Explain when only the employee or employer contributions apply when that is the
case
C. What happens if the B&CB does not approve increase in these employer

contributions and/or employee contributions,

a) The table below shows the employee and employer contribution rates for the upcoming
fiscal year beginning July 1, 2013 (FY 2014), and the four preceding fiscal years.

July 1, 2009 July 1,2010  July 1, 2011 July 1, 2012 July 1, 2013

FY 2010) (FY 2011)  (FY 2012) (FY 2013) (FY 2014)
SCRS
Employee  6.5% 6.5% 6.5% 7.0% 7.5%
Employer  9.39% 9.39% 9.535% 10.6% 10.6%
PORS
Eniployee  6.5% 6.5% 6.5% 7.0% 7.84%*
Employer 11.05% 11.53% 11.763% 12.30% 12.84%*
JSRS
Employce  10.0% 10.0% 10.0% 10.0% 10.0%
Employer  45.09% 45.09% 45.09% 45.09% 47 33%*
GARS
Employee  10.0% 10.0% 10.0% 10.6% 11.0%
Employer $2.598M $2.414M $2.532M $2.831M $4.063M*
NGRS
Employee  N/A N/A N/A N/A N/A
Employer  $3.945M $3.904M $3.937M $4.530M* Pending

The rates marked with an asterisk are adjustments in contribution rates that have been approved
by the PEBA Board of Directors, and are currently pending approval by the Budget and Control
Board.

b} For SCRS and PORS, prior to July 1, 2012, the employee contribution rate was fixed by
statute and the employer rate was determined by the Budget and Control Board based upon the
actuarial valuations of the systems and the Board’s funding policies. For the fiscal years
beginnitig July 1, 2012, July 1, 2013, and July 1, 2014, the employee and employer contribution
rates for SCRS and PORS are set by a statutory schedule pursuant to Act 278 of 2012, and may



only be increased in order to prevent the amortization period for the plans’ unfunded liability
from exceeding thirty years.

For JSRS and GARS, the employee contribution rates are fixed by statute, and the employer
coniributions are set by the PEBA Board of Directors (and the Budget and Control Board prior to
July 1, 2012) based upon the actuarial valuations of those plans. The JSRS employer
contribution is collected as a percentage of covered payroll from the applicable employers, while
the GARS employer contribution is paid in 2 lump-sum appropriation from the General
Assembly,

NGRS does not require employee contributions, and is funded entirely by direct appropriations
from the General Assembly. The PEBA Board of Directors (and formerly the Budget and
Control Board) certifies the amount of the appropriation required from the State to maintain the
plan on a sound actuarial basis as determined by the annual actuarial valuation of the plan.
Unlike the other plans, which operate on a two-year lag between the valuation date and the
effective date of the required contributions recommended therein, the contributions requirements
reported in the NGRS actuarial valuation take effect the following fiscal year.

c) For SCRS, no increase in the statutorily scheduled contribution rates was required for the
fiscal year beginning July 1, 2013, and, therefore, no action is required by the Budget and
Control Board with regard to those rates. For PORS, the increase in the employee and employer
contribution rates for the fiscal year beginning July 1, 2013, to maintain the plan at an
amortization period not exceeding thirty vears is required by law; the failure to approve the
increase would violate that law, as well as result in a failure to adequately fund the plan under
the applicable accounting standards and funding policies. See S.C. Code Ann. § 9-11-225(C) (as
added by Act 278 of 2012).

For JSRS, GARS, and NGRS, the failure to approve the contribution increases
recommended by the plans’ actuary would, in general terms, result in a failure to adequately fund
the plans under the applicable accounting standards and funding policies. This failure would
also require future contribution increases necessary to meet adequate funding requirements to be
greater than they wouild have been had the required contribution increases been approved this
year. A precise calculation of the detrimental effect to the funded status of the plans caused by
failing to increase contributions as recommended by the actuary would have to be determined by
the actuary and would require additional information regarding the extent to which the
recommended contribution increases are not made.
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Employee and Employer Contribution Rates
SCRS
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Employee Contribution Rates
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STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF December 12, 2012 ITEM NUMBER :

AGENCY:  Public Employee Benefit Authority (PEBA™)

SUBTECT.  Approval of PEBA Policy Determination for the Refirement System for Judges
and Solicitors

Pursuant to the Retirement Code, as amended by Act 278 of 2012, the PEBA Board of Directors
is authorized to adopt the necessary employer, and, in certain cases, employee, contribution rates
for the five defined benefit plans administered by PEBA based upon the annual valuations of
those plans performed by the plans’ actuary.

For the Retirement System for Judges and Solicitors (“JSRS™), the employee contribution rate is
fixed by statute, and the PEBA Board is required to annually certify the amount of contributions
required from the State as an employer contribution to the plan based upon the actuarial valuation
of the plan, See Section 9-8-140.

At the regular meeting of the PEBA Board of Direetors on November 21, 2012, the PEBA Board
accepted as information the valuation prepared by the Board’s actuary, Gabriel Roeder Smith
(“GRS™), for JSRS as of July 1, 2011, and adopted the employer contribution rate of 47.33% for
the fiscal year beginning July 1, 2013, as recommended therein,

BOARD ACTION REQUESTED:

Pursuant to Section 9-4-45(A) (as added by Act 278 of 2012), policy determinations made by the
PEBA Board are subject to approval by the Budget and Control Board, as evidenced by a
majority vote of the Board. Adjustments in employer and employee contribution rates are policy
determinations subject to Budget and Control Board approval. See Section 9-4-45(B).

Accordingly, pursuant to Section 9-4-43, the Budget and Control Board is asked to approve the
following adjustment in employer contributions adopted by the PEBA Board for the Retirement
System for Judges and Solicitors (“JSRS™) for the fiscal year beginning July 1, 2013, based upon
the actuarial valuation of the system as of July 1, 2011:

1. Increase JSRS employer contribution rate from 45.09% to 47.33%.

ATTACHMENTS;

Agenda item worksheet; Blume 12/5/12 letter; Minutes from the November 21, 2012 PEBA
Board Meeting; JSRS Actuarial Valuation as of July 1, 201 I Section 9-8-140 of the South
Carolina Code of Laws; Summary Information for Valuations






BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

For meeting scheduled for: ___Blue Agenda
_X Regalar Session
December 12, 2012 .. Executive Session

T Sebmiedby ,
(a) Agency: Public Employee Benefit Authority (“PEBA™)

(b) Authorized Official Signature: “William M. Blume, Jr, CPA, Director

2. Subject: Approval of PEBA Policy Determination for the Retirement System for Judges and
Solicitors

3. Summary Background Information:

Pursvant to the Retirement Code, as amended by Act 278 of 2012, the PEBA Board of Directors is
authorized to adopt the necessary employer, and, in certain cases, employee, contribution rates for the
five defined benefit plans administered by PEBA based upon the annual valuations of those plans
performed by the plans’ actuary.

For the Retirement System for Judges and Solicitors (“JSRS™), the employee contribution rate is fixed
by statute, and the PEBA Board is required to annually certify the amount of contributions required
from the State as an employer contribution to the plan based upon the actuarial valuation of the plan.
See Section 9-8-140.

At the regular meeting of the PEBA Board of Directors on November 21, 2012, the PEBA Board
accepted as infermation the valuation prepared by the Board’s actuary, Gabriel Roeder Smith
(“GRS™), for JSRS as of July 1, 2011, and adopted the employer contribution rate of 47.33% for the
fiscal year beginning July 1, 2013, as recommended therein.

4. What is Board asked to do?

Pursuant to Section 9-4-45(A) (as added by Act 278 of 2012), policy determinations made by the
PEBA Board are subject to approval by the Budget and Control Board, as evidenced by a majority
vote of the Board. Adjustments in employer and employee contribution rates are policy
determinations subject to Budget and Control Board approval. See Section 9-4-45(B).

Accordingly, pursuant to Section 9-4-45, the Budget and Control Board is asked to approve the
following adjustment in employer contributions adopted by the PEBA Board for the Retirement
System for Judges and Solicitors (“JSRS™) for the fiscal year beginning July 1, 2013, based upon the
actuarial valuation of the system as of July I, 2011:

1. Increase JSRS employer contribution rate from 45.09% to 47.33%.

5. What is recommendation of the Board division involved? N/A.




Anthorized

7. Supporting Documents:
List those attached:
» Mimutes from the November 21, 2012 PEBA Board Meeting.

» JSRS Actuarial Valuation as of July 1, 204 1.
» Section 9-8-140 of the South Carolina Code of Laws

List those not attached but
available:



South Carolina
PUBLIC EMPLOYEF BEN'EHT AUTHORITY

PEBA

William M. Blume, i1, CPA
Executive Director

December 5, 2012

Pelbert H. Singleton, Jr.

Secretary, South Carolina Budget and Control Board
_Post Office Box 12444

Columbia, South Carolina 29211

RE: Agenda ltems for the Approval of Gontribution Rates Adopted by the Board of Directors
for the South Carolina Public Employee Benegfit Authority

Dear Mr. Singleton:

Pursuant to the Retirement Code, as amended by Act 278 of 2012, the Board of Directors for
the South Carolina Public Employee Benefit Authority (“PEBA”) is authorized to adopt the necessary
employer, and, in certain cases, employee, coniribution rates for the five defined benefit plans
administered by PEBA based upon the annual valuations of those plans performed by the plans’
actuary, Further, as provided in Section 9-4-45 of the Code as added by Act 278, adjustments in
employer and employee confribution rates made by the PEBA Board are policy determinations that
are subject to approval by the Budget and Control Board, as evidenced by a majority vote of the
Board.

At the regular meeting of the PEBA Board of Directors on November 21, 2012, the PEBA
Board accepted as information valuations prepared by the plans’ actuary, Gabriel Roeder Smith, for
SCRS, PORS, JSRS, GARS, and NGRS as of July 1, 2011, and adopted the contribution rates
recommended therein. it shouid be noted, however, that no adjustment to the statutorily scheduled
contribution rates for SCRS was necessary. As required by Section 8-4-45, the adjustments in the
contribution rates adopted by the PEBA Board are now subject to approval by the Budget and
Control Board. Accordingly, piease place five items on the agenda of the Budget and Controt
Board's December 12, 2012 meeting for the approval of these contribution rate adjustments, as
reflected in more detail on the attached Agenda ltem Worksheets.

Thank you for your attention to this matter. If you need any additional information, please do
not hesitate to contact me.

Sincerely,

47,

William M. Siume, Jr~ CPA
Executive Director

Enclosures
Street Address; wWww.retiremienit.sc.gov Mailing Address:
202 Athor Lake Drive 803-737-6800 Post (itfice Box 11960

Celumbia, South Carolina 29223 $00-868-9002 {within 8.0 only) Columbia, South Caroling 29211-1964



~ South Csrolina
PUBLIC EMPLOYEE BENEFIT ADTHORITY

Below are five recommendations for the PEBA Board of Directors to accept as
information the actuarial valuations for the retirement systems administered by PEBA
as of July 1, 2011, and, where necessary, to adopt the contribution rates recommended
therein for the fiscal year beginning July 1, 2013. This action is required because the
PEBA Board's prior action on these valuations was not approved by a decision of the
South: Carolina Budget and Control Board at its October 30, 2012 meeting.

These action items will require five separate motions by the PEBA Board. If approved,
they will be presented at the Budget and Controi Board’s December 12 meeting as five
separate agenda items for recommendation and approval.

Pursuant to Section 9-1-260, accept as information the actuarial valuation for the South
Carolina Retirement System (SCRS) as of July 1, 2011.

Pursuant to Sections 9-11-30{6) and 9-11-225(C), accept as information the actuarial
valuation for the South Carolina Police Officers’ Retirement System (PORS) as of July
1, 2011, and adopt an employee cantribution rate of 7.84% and an employer
contribution rate of 12.84% for the fiscal year beginning July 1, 2013, based upon that
valuation,

Pursuant to Sections 9-8-30(5) and 9-8-140, accept as information the actuarial
valuation for the Retirement System for Judges and Solicitors (JSRS) as of July 1,
2011, and adopt an employer contribution rate of 47.33% for the fiscal year beginning
July 1, 2013, based upon that valuation.

Pursuant to Sections 9-9-30(5) and ©-9-130, accept as information the actuarial
valuation for the Refirement System for Mernbers of the General Assembly (GARS) as
of July 1, 2011, and adopt an employer contribution of $4.083 miilion for the fiscal year
beginning July 1, 2013, based upon that valuation.

Pursuant to Sections 9-10-20{G) and 9-10-80(D}, accept as information the actuarial
valuation for the National Guard Retirement System (NGRS) as of July 1, 2011, and
adopt anh employer contribution of $4.539 million for the fiscal year beginning Juiy 1,
2013, based upon that valuation.

South Carolina Public Employes Benefit Authority + Board of Diregtors Meeting + November 21, 2012



Retirement System for Judges and Solicitors
(JSRS) -

Executive Summary
(Dollar amounts expressed in thousands)

Vaiuat:on S o : e __Jli:l}( L 20“ — Juiyl,zom . —
Membership ‘
+«  Number of
- Active members’ , 144 i 144
- Retirees and beneficiaries 1 184 | 180
« DROP and Rotred-in-Place members : 14 - 14
- Inactivé mernbers ’ 4 4
- Total 3| 328
+  Projected payroll of active members $18.661 318,661
Contribution Rates '
"+ Employer contribution rate? 47.33% 45.09%
«  Member 10.00% 16.00%
Assets 5
*  Market vahe ) $127,152 1 Bi11226
+  Actiuarial vafue i 144,927 :" 142,871
*  Return on market valee 18.3% | 14,8%
¢+ Retwn on actaarial value 43% 1 2.9%
~ *  Ratio of actuarlal tomarket vakie of assets 114.0% 128.5%

.+ Externalcash flow % -3.4% | -3.1%

‘Actuarial Information

+  Normal cost % | 27.90% 2.16%
+  Actuarial acersed lability (AAL) | $243514 | $215,823
e Unfundéd actuarial acérued labilty (UAAL) 98,587 | 72,952
* +  Funded ratio 59:5% 66.9% |
'+ Funding period (years) ¥ 30 % %
{Reconeilintion of UAAL |
T % Begionitg of Yeat UAAL ‘ $72952 | £72,566
- Interess on UAAL : 7277 ) 5,805
- Amortization payment with fiterest ‘ {(5.271) {6,821)
- Assumiption/method chinges 24079 0
- Asset experience 4444 7,151
-COLA (51213 | (4,623
- Salary expericnce 2,141y | (1,542
- Other liability experience 2368 | 816
- Logislative Changes | B L L8
-+ Endof Year UAAL $98,587 | ©osmesz

! Active member counts inchide unfilled positions and counts for mernbers in IDROP or Retired-in-Place.

% The contribution rate’ determined by the July ¥, 2011 actuarial valuation is subject to approval and
adoption by Budget and Control Buard before becoming effective for the fiscal year beginning July 1, 2013,




_The employer contribution shall be remitted to the System within thitty days after the beginning
of each fiscal year.



1§ Regarding Agenda Items Nos. 3 — 7 (SCRS, PORS, JSRS, GARS, NGRS Valuations),
you requested that PEBA “[e]xpress all [contribution increases] in terms of $ and % for both
employee and employer.

SCRS
Employee %

2012 2013
w75

2012 2003
106 10.6

2012' 2013
70 784

Employer %
2012 2013

4509 4733

*Employee $
2012 2013

$552M $611M

Emplover §

2012 2013

$968 M $993 M

Increase in §
from 2012-13
$59 M

Increasein $
from 2012-13
$25 M

Employee $ Increase in $
2012 2013 from 2012-13
$77.4M $89.5M $12.1 M
Employer § Increase in $
2012 2013 from 2012-13
$146 M $156 M $10M

Employee $ Increase in $
2012 2013 from 2012-13
$390K $420K $39K

Employer $ Increase in $
2012 2013 from 2012- 13
$28M $4.06 M $1.206 M

Employee $ Increase.in $
2012 2013 from 2012-13
F187TM S18TM oo

Employer § *+*Increasein §
2012 2013 from 7012~13
$8.4M $8.8M $400 K

*Employee $ figures are based on projected active employee payroll for FYs 2012 and 2013

**NGRS cannot be expressed as a percentage of payroll because it is non-contributory and is
funded by direct appropriation.

#¥% a1l § figures are based on projected payrolls for FYs 2012 and 2013



2) Regarding Agenda Item Number 3 (SCRS Valuation), you requested “[gliven the alleged
FY12 fund performance, please prepare an updated estimate, in graph form, of the UAL, as of
June 30, 2013, and for the 4 prior fiscal years, which show the effects on the UAL with
smocthing and without smoothing.”

The chart below sets out the market value of assets (MVA), the actuarial value of assets (AVA),
the actuarial acerued liability (AAL), the unfunded actuarial accrued liability-market value
(UAAL[MVT]) and the unfunded actuarial liability-actuarial value (UAAL[AV]). The market
value numbers reflect amounts that do not apply smoothing. The numbers below for 2012 and
2013 reflect the FY12 fund performance. The numbers for 2009 — 2011 are not affected by the
FY'12 fund performance.

2009

MVA AVA AAL UAAL(AV)
$17.7B $252B $37.2B $12B
MVA AVA AAL

$19.7 B $254 B $38.8B

2011

MVA AVA AAL

$22.418 $25.6 B $38.0 B

2012

MVA AVA AAL

$21.6 B $25.6B $392 B

MVA AVA AAL

$22.4B $25.6 B $40.5 B



k) Regarding Agenda [tems Nos. 3, 4, 5, 6 and 7, you requested:

a. 5 year graph of both proposed employee and proposed employer contributions for
¥Y13 and 4 prior fiscal years

b. Explain when only the employee or employer contributions apply when that is the
case

c. What happens if the B&CB does not approve increase in these employer

contributions and/or employee contributions.

a) The table below shows the employee and employer contribution rates for the upcoming
fiscal year beginning July 1, 2013 (FY 2014), and the four preceding fiscal years.

July 1, 2009 July 1,2010  July 1, 2011 July 1, 2012 July 1, 2013

(FY 2010) (FY 2011)  (FY 2012) (FY 2013) (FY 2014)
SCRS
Employee  6.5% 6.5% 6.5% 7.0% 7.5%
Employer  9.39% 9.39% 9.535% 10.6% 10.6%
PORS
Employge  6.5% 6.5% 6.5% 7.0% 7.84%*
Employer  11.05% 11.53% 11.763% 12.30% 12.84%*
JSRS
Employee  10.0% 10.0% 10.0% 10.0% 10.6%
Employer  45.09% 45.09% 45.09% 45.09% 47.33%*
GARS
Employee  10.0% 10.0% 10.0% 10.0% 11.0%
Employer  $2.598M $2.414M $2.532M $2.831M $4.063M*
NGRS
Employee  N/A N/A N/A N/A N/A
Employer  $3.945M $3.904M $3.937M $4.539M* Pending

The rates marked with an asterisk are adjustments in contribution rates that have been approved
by the PEBA Board of Directors, and are currently pending approval by the Budget and Control
Board.

b) For SCRS and PORS, priot to July 1, 2012, the employee contribution rate was fixed by
statute and the employer rate was determined by the Budget and Control Board based upon the
actuarial valuations of the systems and the Board’s funding policies. For the fiscal years
beginning July 1, 2012, July 1, 2013, and July 1, 2014, the employee and employer contribution
rates for SCRS and PORS are set by a statutory schedule pursuant to Act 278 of 2012, and may



only be increased in order to prevent the amortization period for the plans’ unfunded liability
from exceeding thirty vears.

For JSRS and GARS, the employee contribution rates are fixed by statute, and the employer
contributions are set by the PEBA Board of Directors (and the Budget and Control Board prior to
July 1, 2012) based upon the actvarial valuations of those plans. The JSRS employer
contribution i3 collected as a percentage of covered payroll from the applicable employers, while
the GARS employer contribution is paid in a lump-sum appropriation from the General
Assembly.

NGRS does not require employee contributions, and is funded entirely by direct appropriations
from the General Assembly. The PEBA Board of Directors (and formerly the Budget and
Control Board) certifies the amount of the appropriation required from the State to maintain the
plan on a sound actuarial basis as determined by the annual actuarial valuation of the plan.
Unlike the other plans, which operate on a two-year lag between the valuation date and the
effective date of the required contributions recommended therein, the contributions requirements
reported in the NGRS actuarial valuation take effect the following fiscal year.

) For SCRS, no increase in the statutorily scheduled contribution rates was required for the
fiscal year beginning July I, 2013, and, therefore, o action is required by the Budget and
Contro! Board with regard to those rates. For PORS, the increase in the employee and employer
contribution rates for the fiscal year beginning July 1, 2013, to maintain the plan at an
amortization period not exceeding thirty years is required by law; the failure to approve the
increase would violate that law, as well as result in a failure to adequately fund the plan under
the applicable accounting standards and funding policies. See S.C. Code Ann. § 9-11-225(C) (as
added by Act 278 of 2012). .

For JSRS, GARS, and NGRS, the failure to approve the contribution increases
recommended by the plans’ actuary would, in general terms, result in a failure to adequately fund
the plans under the applicable accounting standards and funding policies. This failure would
also require future contribution increases necessary to meet adequate funding requirements to be
greater than they would have been had the required contribution increases been approved this
year. A precise calculation of the detrimental effect to the funded status of the plans caused by
failing to increase contributions as recommended by the actuary would have to be determined by
the actuary and would require additional information regarding the extent to which the
recommended contribution increases are not made.



M‘arket Value of Assets
Dollar Amounts in Millions

2009 2010 2011 2012 2013

Actuarial Value of Assets
Dollar Amounts in Millions

| $50.0 o

$30.0 5 §25:2 $25:4

| s200

1 $10.0

| 500

2010 2011 2012

Actuarial Accrued Liability
Doliar Amounts in Millions

£ 650.0 oo
: $40,

2 5388 $38.0 539.2

i $40.0 [-.-33%

| $30.0

' $20.0
_$10.0

50'0 s Srinis g RTINS ... S
2008 2010 2011 2012 2013




$50.0

Unfunded Actuarial Accrued Liability
Market Value
Dollar Amounts in Millions

$40.0 i

: $30.0

1 $20.0

| s00 &

2009 2010 2011 2012

‘Unfunded Actuarial Accrued Liability

- $50.0 -

Actuarial Value
Dollar Amounts in Millions

- $40.0 Lo

| $300

$20.0 4

| $10.0

50.0

2011




- 50.0%

- 40:0%,

30.0%

' 20.0%

10.0% -

0.0% -

Employee and Employer Contribution Rates
SCRS

e

10.6%

July1,2009 July1,2010 |hily1,2011 July 3, 2012 July 1, 2013
(FY 2010} (FY 2011) {FY 2012} {FY 2013) {FY 2024}

# Employee % Employeér

I 50.0%

1 40.0% =

1 30.0%

20.0%

10.0%
0.0%

Employee and Employer Contribution Rates
PORS

July1,2009 Jjuly1,2010 Julyi, 2011  July1, 2012  July 1, 2013
[EY2010)  (FY2011)  (FY2012)  {FY2013)  (FY 2014)

®Employee ®m Employer

0.0% =

Employee and Employer Contribution Rates
JSRS

S 1 74

July 1, 2009 July 1,2010 July1,2011 July1, 2082 July 1, 2013
(FY 2010) (FY 2011} (FY 2012) {FY 2013) (FY 2014)

# Employee % Employer




Employee Contribution Rates
GARS

F 1L U S

30.0%:

20.0% o

10.0% 10.0% 10.0% 1‘1-0%

10.0% -

P8 Loy

Juty1,2009 July1,2010 July1,2011 July 1, 2012 July 1, 2013
{FY 2010) {(FY2011)  {FV2012) {FY 2013} {FY 2014)

Employer Contributions
GARS
Dollar Amounts in Thousands

1 5.0 - ——
' $4.063

1 $4.0 B

1 3.0

1 $2.0

$1.9

30.0

July1,2009  Julyd, 2010 July1,2011  July1,2012 July1, 2013
{FY 2010} (FY 2011} (FY 2012) (FY 2043} (FY 2014)

Employer Contributions
NGRS
Dollar Amounts in Thousands

53.937

| $5.0 -
$40
$3.ﬂ ‘ .....

$3.945

520 -

| $1.0 & -
' ‘ Pending

L $00 i i —— ot s
' july1,2009  July1, 2010 July1, 2011 Julyd, 2012 July 1, 2013
(FY 2010} (FY 2011} {FY 2012) (FY 2013} (FY 2014)




STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF December 12, 2012 ITEM NUMBER Q

SUBJECT Approval (ﬁ’ PEBA .Pdiicy Determination for the Retirement System for Members
of the General Assembly

Pursuant to the Retirement Code, as amended by Act 278 of 2012, the PEBA Board of Directots
is authorized to adopt the necessary employer, and, in certain cases, employee, contribution rates
for the five defined benefit plans administered by PEBA based upon the annual valuations of
those plans performed by the plans’ actuary.

For the Retirement System for Members of the General Assembly (“GARS”), the employee
contribution rate is fixed by statute, and the PEBA Board is required to annually certify the
amount of contributions required from the State as an employer contribution to the plan based
upon the actuarial valuation of the plan. See Section 9-9-130.

At the regular meeting of the PEBA Board of Directors on November 21, 2012, the PEBA Board
accepted as information the valuation prépared by the Board’s actuary, Gabriel Roeder Smith
(“GRS™), for GARS as of July 1, 2011, and adopted the employer coniribution of $4.063 million
for the fiscal year beginning July 1, 2013, as recommended therein

BOARD ACTION REOUESTED:

Pursuant to Section 9-4-45(A) (as added by Act 278 of 2012), policy determinations made by the
PEBA Board are subject to approval by the Budget and Control Board, as evidenced by a
majority vote of the Board. Adjustments in employer and employee contribution rates are policy
determinations subjeet to Budget and Control Board approval. See Section 9-4-45(B).

Accordingly, pursuant to Section 9-4-45, the Budget and Control Board is asked to approve the
following adjustment in employer contributions adopted by the PEBA Board for the Retirement
System for Members of the General Assembly (“GARS”) for the fiscal year beginning July 1,
2013, based upon the actuarial valuation of the system as of July 1, 2011:

1. Increase GARS employer contribution from $2.831 million to $4.063 million

ATTACHMENTS:

Agenda item worksheet; Blume 12/5/12 letter; Minutes from the November 21, 2012 PEBA
Board Meeting; GARS Actuarial Valuation as of July 1, 2011; Letter from Gabriel Roeder Smith
of October 16, 2012; Section 9-9-130 of the South Carolina Code of Laws; Summary
Information for Valuations






BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

For meeting schedcled for: _________Blu'e Agenda
_X Regular Session
December 12, 2012 . Executive Session

ISabm;ttedby e _. |
(a) Agency: Public Employee Benefit Authority (“PEBA”™)

(b) Authorized Official Signature: William M. Blume, Jr, CPA, Director

2. Subject: Approval of PEBA Policy Determination for the Retirement System for Members of the
General Assembly

3. Summary Background Information:

Pursuant to the Retirement Code, as amended by Act 278 of 2012, the PEBA Board of Directors is
authorized to adopt the necessary employer, and, in certain cases, employee, contribution rates for the
five defined benefit plans administered by PEBA based upon the annual valuations of those plans
performed by the plans’ actuary.

For the Retirement System for Members of the General Assembly (“GARS”), the employee
coniribution rate is fixed by statute, and the PEBA Board is required to annually certify the amount of
contributions required from the State as an employer contribution to the plan based upon the actuarial
valuation of the plan. See-Section 9-9-130.

At the regular meeting of the PEBA Board of Directors on November 21, 2012, the PEBA Board
accepted as information the valuation prepared by the Board’s actuary, Gabriel Roeder Smith
(“GRS™), for GARS as of July 1, 2011, and adopted the employer contribution of $4.063 million for
the fiscal year beginning July 1, 2013, as recommended thetein.

4. What is Board asked to do?
Pursuant to Section 9-4-45(A) (as added by Act 278 of 2012), pelicy deteriinations made by the
PEBA Board are subject to approval by the Budget and Control Board, as evidenced by a majority

vote of the Board. Adjustments in employer and employee contribution rates are policy
determinations subject to Budget and Control Board approval. See Section 9-4-45(B).

Accordingly, pursuant to Section 9-4-45, the Budget and Control Board is asked to approve the
following adjustment in employer contributions adopted by the PEBA Board for the Retirement
System for Members of the General Assembly (*GARS”) for the fiscal year beginning July 1, 2013,
based upon the actuarial valuation of the system as of July 1, 2011:

1. Increase GARS employer contribution from $2.831 million to $4.063 million.

5. What is recommendation of the Board division invelved? N/A,




%. Recommendation of other office (as required)? N/A.
Aunthorized
Office Name i .. Signature

7. Supporting Documents:
List those attached:

012 PEBA Board Moesting,

List those not attached but
available:



South Carolina

William M. Blume, Jr;, CPA
Executive Director

December 5, 2012

Detbert H. Singleton, Jr.

Secretary, South Carolina Budget and Control Board
Post Office Box 12444

Columbia, South Carolina 28211

RE: Agenda ltems fot the Approval of Contribution Rates Adopted by the Board of Directors
for the South Carolina Public Employee Beneflt Authority

{Jear Mr. Singleton:

Pursuant to the Retirement Code, as amended by Act 278 of 2012, the Board of Directors for
the South Carolina Public Employee Benefit Authority (“PEBA”) is authorized to adopt the necessary
employer, and, in certain cases, employee, contribution rates for the five defined benefit plans
administered by PEBA based upon the annual valuations of those plans performed by the plans’
actuary. Further, as provided in Section 9-4-45 of the Code as added by Act 278, adjustments in
employer and employee contribution rates made by the PEBA Board are policy determinations that
are subject to approval by the Budget and Control Board, as evidenced by a majority vote of the
Board.

At the regtilar meeting of the PEBA Board of Directors on November 21, 2012, the PEBA
Board accepted as information valuations prepared by the plans’ actuary, Gabriel Roeder Smith, for
SCRS, PORS, JSRS, GARS, and NGRS as of July 1, 2011, and adopted the contribution rates
recommended therein. It should be noted, however, that no adjustment to the statutorily scheduled
contribution rates for SCRS was necessary. As required by Section 9-4-45, the adjustments in the
contribution rates adopted by the PEBA Board are now subject to approval by the Budget and
Control Board. Accordingly, please place five items on the agenda of the Budget and Contral
Board's December 12, 2012 meeting for the approval of these contribution rate adjustments, as
reflected in more detail on the attached Agenda ltem Warksheets.

Thank you for your attention to this matter. If you need any additional information, please do
not hesitate to contact me.

Sincerely, 27
William M. Blume, Jr., CPA
Executive Director
Enclosures
Strees Address: www,retirement.sc.gov Mailing Address:
202 Acbor Lake Drive 803-737-6500 Post Offlee Box 11960

Columbia, South Carolina 29223 800-868-9002 (within 8.C. onty) Columbia, §outh Carating 29211-1960



~ Sowh Coroling
PUBLIC BMPLOYEE BENEFIT AUTHORITY

PEBA

Below are five recommendations for the PEBA Board of Directors to accept as
information the actuarial valuations for the retirement systems administered by PEBA
as of July 1, 2011, and, where necessary, to adopt the contribution rates recommended
therein for the fiscal year beginning July 1, 2043, This action is required because the
PEBA Board’s prior action on these valuations was not approved by a decision of the
South Carolina Budget and Control Board at its October 30, 2012 meeting.

These action items will require five separate motions by the PEBA Board. If approved,
they will be presented at the Budget and Control Board’s December 12 meeting as five
separate agenda items for recommendation and approval.

Pursuant to Section 8-1-260, accept as information the actuarial valuation for the South
Carolina Retirement System (SCRS) as of July 1, 2011.

Pursuant to Sections 9-11-30(6) and 9-11-225(C), accept as information the actuarial
valuation for the South Carolina Police Officers’ Retirement System (PORS) as of July
1, 2011, and adopt an employee coritribution rate of 7.84% and an employer
contribution rate of 12.84% for the fiscal year beginning July 1, 2013, based upon that
valuation.

Pursuant to Sections 9-8-30(5) and 9-8-140, accept as:information the actuarial
valuation for the Retirement Systern for Judges and Solicitors (JSRS) as of Juty 1,
2011, and adopt an employer contribution rate of 47.33% for the fiscal yearbeginning
July 1, 2013, based upon that vatuation.

Pursuant to Sections 9-9-30(5) and 9-9-130, accept as information the actuarial
valuation for the Retirement System for Members of the General Assembly (GARS]) as
of July 1, 2011, and adopt an employer confribution of $4.063 million for the fiscal year
beginning July 1, 2013, based upon that valuation.

Pursuant to Sections 9-10-20{G) and 9-10-80(D), accept as information the acluarial
valuation for the National Guard Retirerment System (NGRS) as of July 1, 2011, and
adopt an employer contribution of $4.539 million for the fiscal year beginning July 1,
2013, based upon that valuation.

South Carclina Public Employee Benefit Authority + Board of Directors Meeting + November 21, 2012



Retirement System for Members of the General Assvmbiy

Actuar:al Valuation — Julyl 2{311

Section A

Executive Summary
{Doifar amounts expresseri in.thonsands)

iy L2017

Valation Dater §uiy Lo
Menibership
-+ Numberof
~ Active positions 170 170
- Special contributors 26 26
- Retireos and beneficiaries 153 346
~ Inaotivie- members 4D 36
- Total 589 578
+  Projected payroll $3.854 53,854
Contrzbutlon Requ:remenl
*  Membercontribution rate 10.00% T 10.00%
+  Employer contelbution requiremest’ £4,063 $2.831
Assets .
.+ Market value $34,669 832,770
+  Actuarial vahe 41484 43,12
"~ »  Retwn on market vakig 17.6% 15.4%
"+ Return on scluarial valie 3.5% 2.6%
*  Ratio - actuarial value to market vahe 119.7% 133.4%
: = External cush flow % 1LY i -10.4%
Actuarkal Information
*  Normalcost % 21L67% 17.73%
|+ Actuarial acerued liability (AAL) $74,604 368,671
'+ Unfunded actuarial accrued lability (UAALY 33,120 24959
* . Funded ratio ' _ 55.6% 63.7%
*  Funding period from the valuation date 16 years | 17 years
Reconciiation of UAAL
+  Beginning of Year UAAL 524,959 522,600
- interest on UAAL 2,296 1,808
= Amortization payment with mterest (2,241) (2,26%)
~ Assumption change 5715 0
- Asset experierice 1704 2373
- Liability &xpetierice 637 441
: - Legislative chinges 0 . B
»  End of Yadr UAAL $33,120 1 $24,959

! The contribution requirement determined by the July 1, 2011 actuarial vakiatlon is subject 1o
approval and adoption by the Budget and Centrol Board before becoming effective for the

fiscal year beginning July 1, 2013,




Gubriel Roeder Sovdth & Conipany SE0S M, Machsthur Blvd, 469,524,0000 phone
Consultunes & Acruaries Saiw 876 N 489.824.0003 fox
. Trving, TX 748038-2631 www.gabrielroedercom

October 16, 2012

South Carolina Public Employee Benefit Authority
Soith Caralina Retirement System

P.O. Box 11960

Colunbia, SC 20211-1960

Re: Fiseal Year 2014 Recommended Employer Appropriation for the General Assembly
Retirement System x

Dear Members of the Authority:

" The results of the July 1, 2011 actuarial valuation for the Retirement System for the Members of the General
Assembly of the State of South Carolina (GARS) determines the actuarial and financial information that is
disclosed under the Governinental Accaunting Standards as well as the identify the employer contribution
requirement for Fiscal Year 2014 (i.e. fiscal year beginning July 1, 2013).

Act 278 was enacted on June 26, 2017, which inciuded modifications to GARS that will become effective
January 1, 2013. Specifically, this legislature (1) closed GARS to new members by requiring individuals who
are first elected in the General Assembly at or after the general election of 2012 to participate in 8SCRE, and (2)
increase the member contribution rate from 10% to | 1% of carnable compensation (a $224 increase in the
member's anmial contribution),

Changes enacted after the valuation date and before the effective date of the contribution requirements may be
reflected if'determined appropriate based on facts and circumstances and.the ac_tuary's_iudgmem‘. 8ince the
changes efigglad b atehange S : Fihie ot date, and the
change inil SR by less than $32k
(less than 4 g Ate 1o continie w© budget the
contributipmregairement dotivien -docistiienited ff-the report dated
June 11, 2012,

Please do not hesitate to contact either of usif you have any questions,

.;- s

JosghiB, Newton, ESA, MAAA, EA
Semtor Consaltarg

Sincerely,

Dariiel I. White, FSA, MAAA, EA
Senior Consultant )
£1285201 WL egtConierence Commutiea\Recommended FY 2014 Apprapriaon GARS doex

| paragrash 31 of the Gulde o Implemeniation of GAS Statewients #25, #26, and 27



SECTION 9-9-130, Contributions of State to Retirement System for members of General
Assembly.

The contributions of the Siafe-to the Systern shall be determined by the Board each year on the
basis of annual actuarial valuations of the System.

Each year the Board shall certify to the State the amount of its contribution due the System, The
State's contributions shall be appropriated annually from the general fund to the System, and
shall include such sums as are found pecessary in order to create reserves in the System
sufficient (i) to cover the cost of the allowances currently acerning under this chapter, (i) to
include a contribution, each year, toward the cost of prior service credits, and (iif) to cover any
administrative expenses which the Board may ineur in the operation of the System.






1} Regarding Agenda Ttems Nos. 3 — 7 (SCRS, PORS, ISRS, GARS, NGRS Valuations),
you requested that PEBA “[e)xpress all [contribution increases] in terms of § and % for both

employee and employer.

SCRS.
Emgiayee Y *Employee $ Increase in.§
2012 2013 2012 2013 from 2012-13
i 6 A $552M 361 IM $59 M
Employer § Increasgin $
2012 2013 from. 2012 13

1(} 6 1 06

$968 M $993 M §25 M
PORS
Emgioyee % Employee $ Increase in B
2__0_1.2 2013 2012 2013 from 2012- 13
70 7.84 $77.4M $895M  $121 M
Employer § Increase in §
2012 2013 from 2012-13

Employer § Increasein $
2012 2013 from 2012- -13
$2.8M 3406 M $1.26 M
Employee $ Increase in $
2012 2013 from 2012-13
$1. 87 M $1 87M -
Employer $ ¥*+*[ncrease in$
2 2012 2013 from 2012-13
45: (99 "-‘1’?;3-3 $RAM §88M $400 K

$146 M $156 M

$10M

Employee $ Inereasein §
2012 2013 from2012:13
$390 K $429K $39K

*Employee $ figures are based on projected active employee payroll for FYs 2012 and 2013

**NGRS cannot be expressed as a percentage of payroll because it is non-contributory and is
funded by direct appropriation.,

**% g}l § figures are based on projected payrolls for FY's 2012 and 2013



2) Regarding Agenda Ttem Number 3 (SCRS Valuation), you requested “[gliven the alleged
FY12 fund performance, please prepare an updated estimate, in graph form, of the UAL, as of
June 30, 2013, and for the 4 prior fiscal years, which show the effects on the UAL with
smoothing and without smoothing.”

The chart below sets out the market value of assets (MVA), the actuarial value of assets (AVA),
the actuarial accrued Hability (AAL}, the unfunded actuarial accrued liability-market value
(UAAL[MVY) and the unfunded actuarial liability-actuarial value (UAAL[AV]). The market
value numbers reflect amounts that do not apply smoothing. The numbers below for 2012 and
2013 reflect the FY12 fund performance. The mumbers for 2009 — 2011 are not affected by the
FY'12 fund performance.

2009
MVA AVA AAL UAAL(AV
$17.7B $25.2 B $37.2B $12B
2010,

MVA AVA AAL

$19.78 $254 B $38.8B

2011

MYA AVA AAL

$22.4B $256 B $38.0B

2012

MVA AVA AAL

$21.6B $256 B $39.2B

2013

MVA AVA AAL

$22.48 $256B $40.5 B



3) Regarding Agenda Items Nos. 3, 4, 5, 6 and 7, you requested:

a. § year graph of both proposed employee and proposed employer contributions for
FY13 and 4 prior fiscal years

b. Explain when only the employee or employer contributions apply when that is the
case

G What happens if the B&CB does not approve increase in these employer
contributions and/or employee contributions.

a) The table below shows the employee and employer contribution rates for the upcoming
fiscal year beginning July 1, 2013 (FY 2014), and the four preceding fiscal years.

July 1,2009  Juiy 1,2010  July 1, 2011 July 1, 2012 July 1, 2013

(FY 2010) (FY 2011) (FY 2012) (FY 2013) (FY 2014)
SCRS
Employce 6.5% 6.5% 6.5% 7.0% 7.5%
Employer  9.39% 9.39% 9.535% 10.6% 10.6%
PORS
Employee  6.5% 6.5% 6.5% 7.0% 7.84%*
Employer 11.05% 11.53% 11.763% 12.30% 12.84%*
JSRS
Employee  10.0% 10.0% 10.0% 10.0% 10.0%
Employer  45.09% 45.09% 45.09% 45.09% 47.33%*
GARS
Employee 10.0% 10.0% 10.0% 10.0% 11.0%
Employer  $2.598M $2.414M $2.532M $2.831M $4.063M*
NGRS
Employee  N/A N/A N/A N/A N/A
Employer  $3.945M $3.904M $3.937M $4.539M* Pending

The rates marked with an asterisk are adjustments in contribution rates that have been approved
by the PEBA Board of Directors, and are currently pending approval by the Budget and Control
Board.

b) For SCRS and PORS, prior to July 1, 2012, the employee contribution rate was fixed by
statute and the employer rate was determined by the Budget and Control Board based upon the
actuarial valuations of the systems and the Board’s funding policies. For the fiscal years
beginning July 1, 2012, July 1, 2013, and July 1, 2014, the employee and employer contribution
rates for SCRS and PORS are set by a statutory schedule pursuant to Act 278 of 2012, and may



only be increased in order to prevent the amortization period for the plans’ unfunded lability
from exceeding thirty years.

For JSRS and GARS, the employee contribution rates are fixed by statute, and the employer
contributions are set by the PEBA Board of Directors (and the Budget and Control Board prior to
July 1, 2012) based upon the actuarial valuations of those plans. The JSRS employer
contribution is collected as a percentage of covered payroll from the applicable employers, while
the GARS employer contribution is paid in a lump-sum appropriation from the General
Assembly.

NGRS does not require employee contributions, and is funded entirely by direct appropriations
from the General Assembly. The PEBA Board of Directors (and formerly the Budget and
Control Board) certifies the amount of the appropriation required from the State to maintain the
plan on a sound actuarial basis as determined by the annual actuarial valuation of the plan,
Unlike the other plans, which operate on a two-year lag between the valuation date and the
effective date of the required contributions recommended therein, the contributions requirements
reported in the NGRS actuarial valuation take effect the following fiscal year.

] For SCRS, no increase in the statutorily scheduled contribution rates was required for the
fiscal year beginning July 1, 2013, and, therefore, no action is required by the Budget and
Control Board with regard to those rates. For PORS, the increase in the employee and employer
contribution rates for the fiscal year beginning July 1, 2013, to maintain the plan at an
amortization period not exceeding thirty years is required by law; the failure to approve the
increase would violate that law, as well as result in a failure to adequately fund the plan under
the applicable accounting standards and fanding policies. See S.C. Code Ann. § 9-11-225(C) (as
added by Act 278 0f2012).

For JSRS, GARS, and NGRS, the failure to approve the contribution increases
recommended by the plans® actuary would, in general terms, result in a failure to adequately fund
the plans under the applicable accounting standards and funding policies. This lfailure would
also require future contribution increases necessary to meet adequate funding requirements to be
greater than they would have been had the required contribution increases been approved this
year. A precise calculation of the detrimental effect to the funded status of the plans caused by
failing to increase contributions as recommended by the actuary would have to be determined by
the actuary and would require additional information regarding the extent to which the
recommended contribution increases are not made.
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Unfunded Actuarial Accrued Liability
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Employee Contribution Rates
GARS
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STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF December 12, 2012 ITEM NUMBER q'

AGENCY.  Public Employee Benefit Authority (‘PEBAY)

SUBJECT “Approval of PEBA Policy Determination for the National Guard Retirement
- System

Pursuant to the Retitement Code, as amended by Act 278 of 2012, the PEBA Board of Directors
is authorized to adopt the necessary employer, and, in certain cases, employee, contribution rates
for the five defined benefit plans administered by PEBA based upon the annual valuations of
those plans performed by the plans’ actuary.

For the National Guard Retirement System (“NGRS™), which does not require employee
contributions, the PEBA Board is required to certify the amount of the appropriation required
from the State to maintain the plan on a sound actuarial basis as determined by the annual
actuarial valuation of the plan, See Section 9-10-60(D).

At the regular meeting of the PEBA Board of Directors on November 21, 2012, the PEBA Board
accepied as information the valuation prepared by the Board’s actuary, Gabriel Roeder Smith
(“GRS”), for NGRS as of July 1, 2011, and adopted the employer contribution of $4.539 million
for the fiscal year beginning July 1, 2013, as recommended therein.

Pursaant to Section 9-4-45(A) (as added by Act 278 of 2012), policy determinations made by the
PEBA Boatd are subject to approval by the Budget and Control Board, as evidenced bya
majority vote of the Board. Adjustments in employer and employee contribution rates are policy
determinations subject to Budget and Control Board approval. See Section 9-4-45(B).

Accordingly, pursuant to Section 9-4-45, the Budget and Control Board is asked to approve the
following adjustment in employer contributions adopted by the PEBA Board for the National
Guard Retirement System (“NGRS™) for the fiscal year beginning July 1, 2013, based upon the
actuarial valuation of the system as of July 1, 2011:

1. Increase NGRS employer contribution from $3.9 million to $4.539 million.

ATTACHMENTS:

Agenda iteth worksheet; Blume 12/5/12 letter; Minutes from the November 21, 2012 PEBA
Boaid Meeting; NGRS Actuarial Valuation as of July 1,2011; Section 9-10-60(D) of the South
Carolina Code of Laws; Summary Information for Valuations






BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

For meeting scheduled for: ___Blue Agenda
_X Regular Session
December 12, 2012 ___Exeeutive Session

1. Submitted by: _
(8) Agency: Public Employee Benefit Authority (“PEBA”)

(b) Authorized Official Signature:  Wiliiam M. Blume,lr, CPA;'.Ijirector

2. Subject: Approval of PEBA Policy Determination for the National Guard Retirement System

3. Summary Background Information:

Pursuant to the Retirement Code, as amended by Act 278 of 2012, the PEBA Board of Directors is
authorized to adopt the necessary employer, and, in certain cases, employee, contribution rates for the
five defined benefit plans administered by PEBA based upon the annual valuations of those plans
performed by the plans’ actuary.

For the National Guard Retirement System (*NGRS”), which does not reguire employee
contributions, the PEBA Board is required to certify the amount of the appropriation required from
the State to maintain the plan on a sound actuarial basis as determined by the annual actuarial
valuation of the plan. See Section 9-10-60(D).

At the regular meeting of the PEBA Board of Directors on November 21, 2012, the PEBA Board
accepted as information the valuation prepared by the Board’s actuary, Gabriel Roeder Smith
(“GRS™), for NGRS as of July 1, 2011, and adopted the employer contribution of $4.539 million for
the fiscal year beginning July 1, 2013, as recommended therein.

4, What is Board asked to do?

Pursuant to Section 9-4-45(A) (as added by Act 278 of 2012), policy determinations made by the
PEBA Board are subject to approval by the Budget and Control Board, as evidenced by a majority
vote of the Board. Adjustments in employer and employee contribution rates are policy
determinations sibject to Budget and Control Board approval. See Section 9-4-45(B).

Accordingly, pursuant to Section 9-4-45, the Budget and Control Board is asked to approve the
following adjustment in employer contributions adopted by the PEBA Board for the National Guard
Retirement System (“NGRS”) for the fiscal year beginning July 1, 2013, based upon the actuarial
valuation of the system as of July 1, 2011:

1. Increase NGRS employer contribution from $3.9 million to $4.539 miltion,

5. What is recommendation of the Board division involved? N/A.




6. Recommendation of other office (as required)? N/A.
Authorized

OfficeName . . Signature

7. Supporting Doecuments:
List those attached:

Board Meeting,

W Mmutes fr(}m ﬁu,-i-‘N@vembel 2I ; 2012 P

deofLaws.

List those not attached but
available:



South Carolina
PUBLIC EMPLOYEF BENEHT AU’IHORITY

William M. Blumg, Jri, CPA
Executive Director

December 5, 2012

Detbert H. Singleton, Jr.

Secretary, South Carolina Budget and Contro! Board
. Post Office Box 12444 |

Columnbia, South Cardlina 29211

RE: Agenda ltems for the Approval of Contribution Rates Adopted by the Board of Directors
for the South Carolina Public Employee Benefit Authority

Dear Mr. Singleton:

Pursuant to the Retirement Code, as amended by Act 278 of 2012, the Board of Directors for
the Scuth Carolina Public Employee Benefit Authority (“PEBA”) is authorized to adopt the necessary
employer, and, in certain cases, employee, contribution rates for the five defined benefit plans
administered by PEBA based upon the annual valuations of those plans performed by the plans’
actuary. Further, as provided in Section 9-4-45 of the Code as added by Act 278, adjustmerits in
employer and employee contribution rates made by the PEBA Board are policy determinations that
are subject to approval by the Budget and Control Board, as evidenced by a majority vote of the
Board.

At the regular meeting of the PEBA Board of Directors on November 21, 2012, the PEBA
Board accepted as information valuations prepared by the plans’ actuary, Gabriel Roeder Smith, for
SCRS, PORS, JSRS, GARS, and NGRS as of July 1, 2011, and adopted the contribution rates
recommended therein. It should be noted, however, that no adiustment to the statutorily scheduled
contribution rates for SCRS was necessary. As required by Section 8-4-45, the adjustments in the
contribution rates adopted by the PEBA Board are now subject to approval by the Budget and
Control Board. Accordingly, please place five items on the agenda of the Budget and Control
Board's December 12, 2012 meeting for the approval of these contribution rate adjustments, as
reflected in more detall on the attached Agenda Item Worksheets.

Thank you for your atiention to this matter. If you need any additional information, please do
not hesitate to contact me.

Sincerely,

oy

William M. Biume Jr CPA
Executive Director

Enclosures
Strect Addregs: vrww.tétireont.se.gav Mailing Addrass:
202 Arbor Lake Drive §03-737-65G0 Post Office Box 11960

Columbia, South Carolina 29223 800-868-9002 (withic 8.C. only} Cohumbia, South Caroling 282111960



Soushi Carolia
PUBLIC EMELOYEE BENEFIT AUTHORITY

PEBA

Below are five recommendations for the PEBA Board of Directors to accept as
information the actuarial valuations for the retirement systems administered by PEBA
as of July 1, 2011, and, where necessdry, to adopt the contribution rates recommended
therein for the fiscal year beginning July 1, 2013. This action is required because the
PEBA Board's prior action on these valuations was not approved by a decision of the
South Carolina Budget and Control Board at its October 30, 2012 meeting.

These action items will require five separate motions by the PEBA Board, If approved,
they will be presented at the Budget and Control Board’s December 12 meeting as five
separate agenda items for recommendation and approval.

Fursuant te Section 9-1-260, accept as information the actuarial valuation for the South
Caroiina Retirement System (SCRS) as of July 1, 2011,

Pursuant to Sections 9-11-30(8) and 9-11-225(C), accept as information the actuarial
valuation for the South Carolina Police Officers’ Retirement System (PORS) as of July
1, 2011, and adopt an employee contribution rate of 7.84% and an employer
contribution rate of 12.84% for the fiscal year beginning July 1, 2013, based upon that
valuation.

Pursuant to Sections 9-8-30(5) and 9-8-140, accept as information the actuarial
valuation for the Retirement System for Judges and Solicitors (JSRS) as of July 1,
2011, and adopt an employer contribution rate of 47.33% for the fiscal year beginning
July 1, 2013, based upen that valuation.

Pursuant {o Sectioris 9-9—@0(-5:) and 9-8-130, accept as information the actuarial
valuation for the Retirement System for Members of the General Assembly (GARS) as
of July 1, 2011, and adopt an employer coniribution of $4.063 million for the fiscal year
beginning July 1, 2013, based upon that valuation.

Pursuant to Sections 9-10-20(G) and 9-10-60(D), accept as information the actuarial
valuation for the National Guard Retirement System (NGRS) as of July 1, 2011, and
adopt an employer contribution of $4.539 milliori for the fiscal year beginning July 1,
2013, based upon that valuation,

Sebth Carglina Public Emplaoyee Benefit Authority + Board of Directors Meeting * November 21, 2012



South Carolina National Guard Retirement System
(NGRS)

Executive Summary
(Dollar amounts expressed in thousands)

Membership
+  Numberof
- Active Members 12,271 12,445
- Retireés and Beineficlaries 4252 3951
- Inactivé Members 2458 2,083
- Total 18,981 19,079
GASB No. 25 Annual Required Contribation
«  Member 50 50
i+ Employer contribution’ $4.539 $3.937
Assets
{ = Market vahie 817466 $15,053
«  Actuariai vk 20,138 19458
 « " Rétirm on market vatue C14.9% 14.4%
+  Return on actuaria) vale 4.5% 2.4%
*  Ratio - sctuarial value to market value 115.3% 139.3%
+  BEwtemal cash flow % -0.7% 3% |
Actuarial Information
-« Normal cost 5703 $3524
*  Actuarial acorued labilty (AAL) 60,388 54,153
+  Unfunded actuariabaccroed Hability (EJAAL)Y 40,250 34,695
*  Funded ratio 33.3% 35.9%%
= Amortizdtion period {bletided) 21 22
Reconeiliation of TAAL
|+ Beginning of Year UAAL $34,695 $34,821
- {nterest on UAAL 3010 2,783
- Amurtization payment with mierest (3.670) {3,576)
- Adgsumption/method chanies 5441 0
- Asset experience 668 1,002
- Other Hability experience 106 {397}
- Lepislative changes 0 0
e Tindof Year UAAL $4D250 $34,695

T

! The contribution amoni determined by the actuarial valuationds effective for the following fiscal yoar, .




SECTION 9-10-60, Eligibility; appropriation and use of funds:

) Persons with:
persem s A remt

{CYRESERVED

(D) The General Assembly annually shall appropriate sums sufficient to establish and maintain
the National Guard Retirement System on a sound actuarial basis as determined by the board.

(E} Assets and funds of the National Guard Retfirement System must be osed to pay obligations
to persons entitled to recelve benefits under this chapter and may not be diverted or used for any
other purpose,






1) Regarding Agenda Items Nos. 3 — 7 (SCRS, PORS, JSRS, GARS, NGRS Valuations),
you requested that PEBA “{e]xpress all [contribution increases] in terms of $ and % for both

employee and employer.

SCRS ‘,
Employee %

*Emplovee $

Increasein §

2012 2013 2012 2013 from 2012-13
70 75 $552M $611M $59 M

Employer %

Employer $

2012 2013 2012 2013 from2012:13
106 106 $968 M $993M  $25M
PORS
Employee % Employee $ Increase in§
2012 2013 2012 2013 from 2012-13
7.0 7.84 $77.4M $89.5M  $12.1M
Employer % Employer § Ingreasein §
2012 2013 2012 2013 from 2012-13
123 12.84 $146 M §$156 M $10M
GARS
Employee % Increasein §
2012 2013 from 2012-13
10.0 110 $39K
Emplover § Increasein §
2012 2013 from 2012-13
$2.8M $4.06M  $1.26 M

Employee $
2012 2013

Increase in §

from 2012:13

$1.87M S1.87TM  $-oe

***Increase in §
from2012:13
$400 K

*Employee $ figures are based on projected active employee payroll for FY's 2012 and 2013

*¥NGRS cannot be expressed as a percentage of payroll because it is non-contributory and is
funded by direct appropriation.

**% all § figures are based on projected payrolls for FYs 2012 and 2013



2) Regardirig Agenda Item Number 3 (SCRS Valuation), you requested “[g]iven the alleged
FY12 fund performance, please prepare an updated estimate, in graph form, of the UAL, as of
June 30, 2013, and for the 4 prior fiscal years, which show the effects on the UAL with
smoothing and without smoothing.”

The chart below sets out the market value of assets (MVA), the actuarial value of assets (AVA),
the actuarial accrued liability (AAL), the unfunded actuarial accrued liability-market value
(UAAL[MVY]) and the unfunded actuarial Hability-actiarial value (UAAL[AVY]). The market
value numbers reflect amounts that do not apply smoothing. The numbers below for 2012 and
2013 reflect the FY'12 fund performance. The numbers for 2009 — 2011 are not affected by the
F¥12 fund performance.

2009
MVA AVA AAL UAAL(AV
$17.7B $252 B $37.28 $12B

2010

MVA AVA AAL

$19.7 B $254 B $388 B

2011

AVA AAL
$256B  $38.0B

$75.6 B $302 B

AVA AAL

MVA

$22.4B

2012

MVA AVA AAL
$21.6B

2013

$22.4B $25.6 B 5405 B




3) Regarding Agenda Items Nos. 3, 4, 5, 6 and 7, you requested:

a 5 year graph of both proposed employee and proposed employer comtributions for
Y13 and 4 prior fiscal years

b. Explain when only the employee or employer contributions apply when that is the
case

C. What happens if the B&CB does not approve increase in these employer

contributions and/or employee contributions.

a) The table below shows the employee and employer contribution rates for the upcoming
fiscal year beginning July 1, 2013 (FY 2014), and the four preceding fiscal years.

July 1, 2009 July 1,2010  July 1, 2011 July'1,2012 July 1, 2013

(FY 2010) (FY 2011)  (FY 2012) (FY 2013) (FY 2014)
SCRS
Employee  6.5% 6.5% 6.5% 7.0% 7.5%
Employer  9.39% 8.39% 9.535% 10.6% 10.6%
PORS
Employee  6.5% 6.5% 6.5% 7.0% 7.84%*
Employer 11.05% 11.53% 11.763% 12.30% 12.84%*
JSRS
Employee  10.0% 10.0% 10.0% 10.0% 10.0%
Employer 45.09% 45.09% 45.09% 45.09% 47.33%*
GARS
Employee  10.0% 10.0% 10.0% 10.0% 11.0%
Employer $2.598M $2.414M $2.532M $2.831M 34.063M*
NGRS
Employee ~ N/A N/A N/A N/A N/A
Employer  $3.945M $3.904M $3.937™M $4.539M* Pending

The rates marked with an asterisk are adjustments in contribution rates that have been approved
by the PEBA Board of Directors, and are currently pending approval by the Budget and Control
Board.

b) For SCRS and PORS, prior to July 1, 2012, the employee contribution rate was fixed by
statute and the employer rate was determined by the Budget and Control Board based upon the
actuarial valuations of thie systems and the Board’s funding policies. For the fiscal years
beginning July 1, 2012, July 1, 2013, and July 1, 2014, the employe¢ and employer contribution
rates for SCRS and PORS are set by a statutory schedule pursuant to Act 278 of 2012, and may



only be increased in order to prevent the amortization period for the plans’ unfunded liability
from exceeding thirty vears.

For JSRS and GARS, the employee contribution rates are fixed by statute, and the employer
contributions are set by the PEBA Board of Directors (and the Budget and Control Board prior to
July 1, 2012) based upon the actuarial valuations of those plans. The JSRS employer
contribution is collected as a percentage of covered payroll from the applicable employers, while
the GARS employer contribution is paid in a lump-sum appropriation from the General
Assembly.

NGRS does not require employee contributions, and is funded entirely by direct appropriations
from the General Assembly. The PEBA Board of Directors (and formerly the Budget and
Control Board) certifies the amount of the appropriation required from the State to maintain the
plan on a sound actuarial basis as determined by the annual actuarial valuation of the plan.
Unlike the other plans, which operate on a two-year lag between the valuation date and the
effective date of the required contributions recommended therein, the contributions requirements
reported in the NGRS actuarial valuation take effect the following fiscal year.

c) For SCRS, 1o increase in the statutorily scheduled contribution rates was required for the
fiscal year beginnirig July 1, 2013, and, therefore, no action is required by the Budget and
Control Board with regard to those rates. For PORS, the increase in the employee and employer
contribution rates for the fiscal year beginning July 1, 2013, to maintain the plan at an
amortization period not exceeding thirty years is required by law; the failure to approve the
increase would violate that law, as well as result in a failure to adequately fund the plan under
the applicable accounting standards and funding policies. See S.C. Code Ann. § 9-1 1-225(C) (as
added by Act 278 0£2012).

For JSRS, GARS, anid NGRS, the failure to approve the contribution increases
recommended by the plans’ actuary would, in general terms, result in a failure to adequately fund
the plans under the applicable accounting standards and funding policies. This failure would
also require future contribution increases necessary to meet adequate funding requirements to be
greater than they would have been had the required contribution increases been approved this
vear. A precise calculation of the detrimental effect to the funded status of the plans caused by
failing to increase contributions as recommended by the actuary would have to be determined by
the actuary and would require additional information regarding the extent to which the
recommended contribution increases are not made.
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STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF December 12, 2012 ITEM NUMBER g

- AGENCY:.  Division of State Budget

SUBJECT:  Permanent Improvement Projects

Budget and Control Board approval is requested for the following permanent improvement project
establishment requests and budget revisions which have been reviewed favorably by the Joint Bond
Review Committee:

Establish Project for A&E Design

(a) Summuary 3-2013: JBRC Item L, Clemson University

Project: 9906, Core Campus Development

Funding Source: $1,440,000 Other, Housing Improvement funds which result from
bond-covenant required transfers from Housing Operations to allow for the
maintenance and replacement of capital assets funded by bond issues.

Request: BEstablish project and budget for $1,440,000 (Other, Housing Improvement funds)
to begin design work to construct an approximately 260,000 square foot mixed
use housing and dining facility at Clemson. The facility will include
approximately 700 beds in the approximately 179,000 square foot residential
portion, a dining facility, convenience store, retail restaurant, and
administrative support spaces in the approximately 76,000 square foot dining
portion, and approximately 5,000 square feet of shared-use academic seminar
and meeting space for faculty and:students. The facility will replace the
Johnstone complex and Harcombe Dining Hall, both built in 1953, Johnstone
is worn out, incapable of being renovated to meet the needs and expeciations of
students and parents, and has rooms that are too small with inadequate
infrastructure. Harcombe was created for a different population, does not have
efficient layouts, and is not energy efficient. Construction of this facility, in
combination with others, will allow for Johnstone, Harcombe and a majority of
the Union to be demolished by 2020,

(b) Summary 3-2013: JBRC Item 2. Clemson University

Project: 9907, Lehotsky Hall Renovation

Punding Source: $350,000 Gther, Institutional Capital Project Funds which are excess
debt service funds held by the State Treasurer’s Office and required to be
expended for capital projects.

Regquest: Establish project and budget for $350,000 (Other, Institutional Capital Project
Funds} to begin design work to renovate Lehotsky Hall which houses the
School of Agriculture, Forestry and Environmental Sciences at Clemson. The
work will include installing new HVAC and sprinkler systems, making
structural reinforcements, improving the electrical, plumbing and information
technology systems, upgrading the building envelope, and installing ADA-
accessible features. The renovation will also include reprogramming some
existing space to meet enticipated academic needs and priorities. The 94,000
square foot building is 38 years oid and has not had a comprehensive
renovation since construction. Most building systems are original to the
building, are inefficient and do not meet current building code requirements.
The renovation will bring the building up to current codes.
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Permanent Improvement Projects

Summary 3-2013: JBRC ltem 3. University of South Carolina

Project: 6098, Sumwalt Laboratory Renovations
Funding Source: $28,500 Other, Institutional funds which are funds available to the

Request:

university from a variety of sources, including tuition and fees, sales and
services activities, and other miscellaneous sources.

Establish project and budget for $28,500 (Other, Institutional funds) to begin
design work to renovate approximately 5,100 square feet of space in the
Sumwalt Building at USC. The tenovation will provide three additional
teaching labs. The work will include demolishing existing pattitions and
fixtures and installing new partitions, ceilings, finishes, lab furniture and
equipment. It will also include reconfiguring and updating the mechanical,
electrical and plumbing systems to accommodate the new laboratory functions
and installing new rooftop mechanical units to provide heating and cooling to
the labs. Additional lab space is needed to meet current student demands for
introductory and intermediate science lab courses in the College of Arts and
Sciences.

Summary 3-2013: JBRC ltem 4. University of South Carolina
Project: 6099, Broadcast Studio Construction
Funding Source: $22,500 Other, Institutional funds which are funds available to the

Request:

university from a variety of sources, including tuition and fees, sales and
services activities, and other miscellancous sources.

Fstablish project and budget for $22,500 (Other, Institutional funds) to begin
design work fo construct a broadeast studio at USC. The studio will be
constructed adjacent to the Health Sciences Building which will be renovated
to house the College of Mass Communications and Information Studies. The
proposed studio will be operated in conjunction with the breadcast program in
the renovated Health Sciences multimedia newsroom, It will also act as the
communications hub that will serve the university as a whole while enhancing
the curriculum and student experience by creating additional opportunities for
practicing the live reporting techniques demanded of television reporters. The
university’s existing studio is used by numerous programs and classes which
creates scheduling challenges. The addition of this studio will also allow
expansion of studio production capability to courses that do not currently have
access due to the limited time the existing studio is free.

Summary 3-2013: JBRC Item 5. State Board for Technical and Comprehensive Education

Project: 6078, Greenville - Barton Campus Technical Resource Center Renovation
Funding Source: $150,000 Other, Local College Plant funds which are funds, primarily

Request:

from County appropriations, that are accurnulated over time and ultimately
used for capital projects.

Establish project and budget for $150,000 (Other, Local College Plant funds) to
begin design work to renovate the Technical Resource Center at the Barton
campus of Greenville Tech, The work will include constructing a 5,900 square
foot addition to the library to include tutoring rooms, student rooms, media lab
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and collaborative areas, reconfiguring interior spaces to create a printing center,
cyber café/events area, testing center, learning center, Center for Teaching
Excellence and other areas, renovating the auditorium, and installing new
energy efficient lighting, plumbing, and HVAC systems, exterior windows and
doors. Most building systems are original to the 20 year-old building and past
their useful lives. The renovation is needed to address deferred maintenance, to
develop focations for students to study in small groups and non-traditional
learning environments, and to provide a single location for training faculty in
updated methedologies and technologies for teaching and learning.

Summary 3-2013: JBRC Item 6. Adjutant General

Project: 9770, Greenville Readiness Center Construction
Funding Source: $300,366 Federal funds which come from the National Guard Bureau’s

Request:

Military Construction (MilCon) program funds.

Establish project and budget for $300,366 (Federal funds) to begin design work
to construct a joint use readiness center building for the National Guard and
Greenville Tech in Greenville, The approximately 94,000 square foot building
will house two units of the Army National Guard that will use the new Army
Aviation Support Facility under construction at the SC Technology and
Aviation Center and will also house the Aviation Mechanical School of
Greenville Tech. The facility will include an assembly hall, classrooms,
library, learning center, simulation center and related support spaces. The
existing Greenville Readiness Center is too small and inadequate to house the
aviation units that will support the new Army Aviation Support Facility and co-
locating with Greenville Tech’s Aviation School that teaches mechanics to
repair various aircraft will provide the on-site training required for the National
Guard’s mechanics.

Establish Construction Budget

Summary 3-2013: JBRC Item 7. Clemson University

Project:

9905, Greenville One Building Upfit

Funding Source: $6,700,000 Other, Institutional Capital Project Funds which are excess

Request;

debt service funds held by the State Treasurer’'s Office and required to be
expended for capital projects.

Increase budget to $6,700,000 (add $6,599,500 Other, Institutional Capital
Project Funds) to upfit shell space in the Greenville One Building in downtown
Greenville for Clemson, The project was established in October 2012 for pre-
design work which is now complete. The work will include upfitting floors
five through eight and a portion of the first floor in the Greenville One Building
leased long-term by Clemson from the Clemson Land Stewardship Foundation,
The work will include completing the mechanical, electrical and information
technology systems, installing internal wail spacing on the leased floors, and



STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF December 12, 2012 ITEM NUMBER 9 Page 4

AGENCY:

Divigion of State Budget

SUBJECT:

(h}

®

Permanent Improvement Projects

furnishing and equipping the space to meet programinatic needs for the Masters
in Business Administration and other business programs, Clemson made the
decision in 2001 to develop a major presence by expanding targeted
programming efforts in the Greenville community. The upfit will be
constructed to LEED Commercial Interiors certification and will include
sustainable sites, energy and atmosphere, and other measures. The LEED cost
benefit analysis shows a negative cost benefit of $413,400 at this phase of
design based on preliminary figures, but Clemson staff anticipate the negative
benefit will be negligible once the design nears completion. The agency
reports the total projected cost of this project is $6.7 miltion and additional
annual operating costs ranging from $488,246 to $512,000 will result in the
three years following project completion. The agency also reports the projected
date for execution of the construction contract {s April 2013 and for completion
of construction is December 2013, (See Attachment 1 for additional annual
operating costs.)

Summary 3-2013: JBRC Item 8. University of South Carolina

Project:

6086, Preston College Bathroom and Flooring Renovations

Funding Source: $1,500,000 Other, Housing Maintenance Reserve funds which are

Request:

derived from the Housing operating budget which includes housing fees and
revenues generated by laundry operations, conferences, and interest.

Increase budget to $1,500,000 (add $1,477,500 Other, Housing Maintenance
Reserve funds) to do bathroom and flooring renovations in Preston College
residence hall at USC. The project was established in March 2011 for pre-
design work which is now complete. The work will include completely
renovating the 80 bathrooms by replacing showers and water closets, correcting
water leaks, ensuring exhaust, ventilation and drain systems are adequate and
working propetly, installing new ceiling and wall tiles, and painting. The
work will also include replacing viny! floor tiles in 129 student rooms with
durable no-finish vinyl tiles. The renovation will address deferred maintenance
in plumbing systems which are well past their expected lives, correct damage
from past plumbing leaks, and protect institutional assets from normal usage
and past damage. Energy savings and conservation measures will include the
installation of Jow flow plumbing fixtures and energy efficient lighting. The
agency reports the total projected cost of this project is $1.5 million and no
additional annual operating costs wiil result from the project. The agency also
reports the projected date for execution of the construction contract is April
2013 and for completion of construction is July 2013.

Summary 3-2013: JBRC Item 9. Medical University of South Carolina

Project:

9823, Basic Science Building Craniofacial Biology Research Renovation

Funding Source: $2,600,000 which includes $39,000 Other, College of Dental Medicine

Clinical Revenue funds already approved for use in the project and $2,561,000
Other, Indirect Cost Recovery funds which derive from reimbursements from
the Federal sponsor for overhead costs incurred to support the research mission.
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Request: Increase budget to $2,600,000 (add $2,561,000 Other, Indirect Cost Recovery
funds) to renovate approximately 9,000 square feet on the second floor of the
Basic Science Building at MUSC. The project was established in May 2012
for pre-design work which is now complete. The renovation will create 190
feet of wet lab bench space and support areas for the College of Dental
Medicine including tissue culture rooms, an autoclave room, a dark room, 2
microscopy rocm and lab technician areas, It will include reconfiguring space,
installing new walls, floors, and ceilings, and modifying the existing HVAC,
lighting, plumbing and fire protection systems in the space. The renovation is
needed to provide sufficient consolidated research space to foster collaborative
research within the Department of Craniofacial Biology. Energy savings and
conservation measures will include the installation of energy efficient lighting
and HVAC equipment, a lighting control system, and water-conserving
plumbing fixtures. The agency reports the total projected cost of this project is
$2.6 million 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 2013 and for completion of construction is June
2014,

Summary 3-2013; JBRC Ttem 10, State Board of Technical and Comprehensive

Education

Project: 6059, Central Carolina - Advanced Manufacturing Training Center Renovation

Funding Source: $8,315,656 which includes $2,550,000 Appropriated State funds from
FY 11-12 supplemental approptiations, $2,000,000 Other, Note Payable Loan
funds which will be borrowed if EDA federal funds are not forthcoming as
anticipated, and $3,765,656 Other, College Capital Project funds which are
college fund balances from previous years not cornmitted to other projects or
required for current operations. _

Request: Increase budget to $8,315,656 (add $8,248,156 - $2,482,500 Appropriated State,
$2,000,000 Other, Note Payabie Loan and $3,765,656 Other, College Capital
Project funds) to renovate property being purchased on Broad Street in Sumter to
provide a new training center for Central Carolina Tech. The project was
established in July 2012 for pre-design work which is now complete. The work
will include renovating approximately 54,700 square feet of the interior, abating
asbestos, installing new roofing, HVAC, electrical and plumbing systems,
upfitting infrastructure, and repairing parking and sitework. The renovation is
needed to provide training space for Continental Tire and to move and expand
the college’s Basic and Advanced Mechatronics and Industrial Maintenance
credit programs. The existing training facility is at capacity and has no room to
expand. The facility will be renovated to Green Globes certification and will
include water use reduction, recycling, and refrigerant management measures and
energy efficient lighting, controls and HVAC systems, The agency reports the
total projected cost of this project is $8,315,656 and additional annual operating
costs of $153,860 will result in the three years following project completion. The
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agency also reports the projected date for execution of the construction contract is
August 2013 and for completion of construction is March 2014. (See
Attachment 2 for additional annual operating costs.)

(k)  Summary 3-2013: JBRC Item 11. State Board of Technical and Comprehensive

Education

Project: 6077, Midlands - Morris Hall Addition

Funding Source: $1,100,000 Other, College funds which are derived from a $75 per
semester capital fee for providing additional facilities and improvements that
has not increased in more than 11 years.

Request: Increase budget to $1,100,000 {add $1,083,500 Other, College funds) to add an
addition to Morris Hall on the Airport campus of Midlands Tech. The project
was established in June 2011 for pre-design work which is now complete, The
work will include adding a 3,757 square foot addition with educational
technology labs, offices and student support spaces and tenovating
approximately 954 square feet of the existing building to create a corridor to
the new addition. The addition will provide instructional training spaces
needed for faculty to learn state-of-the-art instructional delivery methods and
will provide student support spaces needed because of increased enrollment.
Because enrollment is up 12% at the college and 10% on the Airport campus
since 2005, more space is needed to provide support services to students and
for the faculty who serve the students. Energy savings and conservation
measures will include the installation of insulated glass, roof and walls and an
energy efficient HVAC systern, The agency reports the total projected cost of
this project is $1.1 million and additional annual operating costs ranging from
$21,600 to $23,200 will result in the three years following project completion.
The agency also reports the projected date for execution of the construction
contract is September 2013 and for completion of the construction is October
2014. (See Attachment 3 for additional annual operating costs.)

Increase Budget

) Summary 3-2013: JBRC Item 13. Medical University of South Carclina

Project: 9819, College of Nursing Floors 2-5 Interior Renovation

Funding Source: $9,000,000 which includes $5 million Other, Institutional Capital
Project Funds and $3 million Other, College of Nursing Tuition funds which
have already been approved for use in the project and $1 million Capital
Reserve Funds from a FY 2011-12 appropriation for deferred maintenance.

Request: Increase budget to $9,000,000 (add $1,000,000 Capital Reserve Funds) to
increase the scope to renovate the elevators in the College of Nursing Building
at MUSC. The project was established in November 2011 for pre-design work
and increased in May 2012 to establish the construction budget. Replacing the
two elevators was included in the conceptual scope of work because the
existing elevator doors and cabs were small and antiquated. However, funding
limitations required the proposed elevator work to be reduced to minor interior
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finishes for construction budget approval. Since that time, Capital Reserve
Funds appropriated for deferred maintenance have become available to address
this concern. The project will now include reconfiguring and renovating floors
two through five, replacing the HVAC, plumbing, electrical and fire alarm
systems on each floor, and replacing elevators that serve the entire building.
Energy savings and conservation measures will inciude the installation of
energy efficient lighting and HVAC systems and water-conserving plumbing
fixtures. The agency reports the total projected cost of this project is $9
million 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 March 2013 and for completion of construction is June 2014,

Summary 3-2013: JBRC Item 14. Budget and Control Board

Project:

9899, Sumter Street Building Upfit

Funding Source: $1,283,615 which includes $9,263 Capital Reserve Funds already

Request:

approved for use in the project and $1,274,352 Other, Depreciation Reserve
funds which are derived from the rent account, which receives rent charged to
state agencies for use of Budget and Control Board buildings.

Increase budget to $1,283,615 (add $1,037,950 Other, Depreciation Reserve
funds) to revise the scope and upfit space in the Sumter Street Building to
house a new tenant. The project was established in May 2011 for pre-design
work and increased in June 2011 to establish the construction budget to
renovate the north portion of the building for the Department of Education,
Since that time, Education decided not to move into the building and the
building will now be upfitted to accommodate the Human Affairs Commission.
The work will include installing new ceifings, walls, floor finishes and light
fixtures, renovating toilets to comply with ADA requirements, replacing three
HVAC units, and doing minor electrical and wall reconfigurations. In addition,
new fire alarm and fire sprinkler systems will be added throughout the building
to bring it up to current standards. The last major renovation in the building
was in 1970, Energy savings and conservation measures will include the
installation of energy efficient lighting and HVAC units and motion sensors,
The agency reports the total projected cost of this project is $1,283,615 and
annual operating cost savings of $2,233 will result in the three years following
project completion. The agency also reports the projected date for execution of
the construction contract is March 2013 and for completion of construction is
July 2013. (See Attachment 5 for annual operating cost savings.}

BOARD ACTION REQUESTED:

Approve permanent improvement project establishment requests and budget revisions, All items
have been reviewed favorably by the Joint Bond Review Committee.

ATTACHMENTS: Attachments







ATTACHMENT 1
ADDITIOMAL ANNUAL OPERATING COSTS/SAVINGS
RESULTING FROM PERMANENT IMPROVEMENT PROJECT

1. AGENCY CODE: _H12 . NAME: Clemson Unlversity
2. PROJECT #: _Figwgg___ NAME: Greenville One Building Upfit
3. ADDITIONAL ANNUAL OPERATING COSTS/SAVINGS. (Check whether r;epo:'riug costs or savings.)
<] cosrs [ ] savines [ 1 no cHANGE
4. ” TOTAL ADDITIONAL OPERATING COSTS/SAVINGS
Projected Financing Sourees
a @ @ ) &)
Fiscal Year General Funds Federsl Other | Total
1) 2018-~(4 $488,246 . 488246
2} 2016-17 $502,008 ' ‘ $202.000
3} 21718 $512.000 ' $512.000
g, Tf“Other” sources are reported in Column 4 zhove, itemize and speci{y what the other sources are (revenues, (ees,
ete.)

6. Wil the additions) costy be abgorbed iato vour existing budget? Yes D No
if no, how will the additionsl funds be provided?

Please note that the operatng cost is included with the lease agreement.

7. Itermize below the cost factors that contribute to the total cosfs or savings reporied sbove in Column 5 for the first
fiseal year.

COST PACTORS ’ AMOUNT
1. Utilities $110,000
2. Maintenance $578,246
e e S —
:%' ——
S
6' "
7' -
8.

TOTAL  $488,246.

8. If personal services or costy are reported in section 7 abave, please indicate the sumber of additions! pesitions

reqguired or positions sav?:?. . .
£ e P s } /
9. Submitted By: / s iy
7 Stgnature of Authorized Official and Title 7 Date

¢ John MeEatire, Director Caplitsl Projeets




ATTACHMENT 2

ADDITIONAT. ANNUAL QOPERATING COSTS / BAVINGS
RESULTING FROM PERMANENT IMPROVEMENT PROJECT

1. AGENCY

Code H59 Name Central Carolina Technical College
2. PROJECT . . . s ) o
Project # &70 5 C? Name CCTC-Sumter-Adv Mfg Tech Training Center Renovation
o3 ADDITIONAL ANNUAL OPERATING COSTS / SAVINGS. (Chéck whether reporting costs ot savings.)
| saviNGs NO CHANGE
4,
TOTAL ADDITIONAL OPERATING COSTS / SAVINGS
Projected Financing Sources
(1) (2} {3} &) (5}
Fiscal Year General Funds Federal Other Total
1) 2014(partigy | ¥ $ 5 7568000 (% 75,680.00
2y 2015 $ $ $ 15386000 % 153,860.00
3} 2016 $ $ $ 15386000 | ¥ 153,860.00
5. If “Other” sources are reported in Columm 4 above, itemize and specify what the ofher sources are (revenues, Tees, ete.).
Tuition and fees from new enrollment '
6. Wil the additional costs be absorbed into vour existing budget? YES . NO

If 0o, how will additional funds be provided?

It is expected that the additional enrellment will fund the additional costs; otherwise, additional plant Q&M fuads will
be requested from the service area counties

7. itemize below the cost factors that contribute to the total costs or savings reported above in Column § for the first
fiscal year,
COST FACTORS AMOUNT
1. Utilities $40,000.90
5 Telecommunications : 5,370.00
3. Personal services (custodial, security, grounds maint) 25,180.00
4, Supplies 2.500.00
5. Repairs 560,00
5. Contractual services 1,510.00
7. Insurance §20.00
8
TOTAL $75,680.00
g If personal services costs or savings are reported in 7 above, please indicate the number of additional positions
required or positions saved. 0FTEs :
et )
i, Submitted By: \%@M% VP for Business Affairs October 22, 2012
Signature of Authorized Official and Title Drate

i

FORM A<D Ravised 141/20/87 LDDENDUM TO FORM A1, AdZ, 0-42



ATTACHMENT 3

ADDITIONAL ANNUAL OPERATING COSTS/SAVINGS
RESULTING FROM PERMANENT IMPROVEMENT PROJECT

AGENCY
Code 59 Name _ Midiands Technical Colleps

PROJECT
Project 4 f77  Name  Midlands— Morris Hall Additien

ADDITIONAL ANNUAIL OPERATING COSTS/SAVINGS. (Check whether reporting costs or savings.)

COSTS ] savmas NO CHANGE
TOTAL ADDITIONAE OPERATING COSTS/SAVINGS
Projected Financing Sources
M [ (2) (3) (43 (3}
Fiscal Year General Funds Federal Other Total
1y 2013-14 3. 3 $21.600 $ 21,600
2y 2014-15 $ . 3 $22.400 $ 22,400
3y 201516 b & 373,200 ¥ 23,200

I “Other™ sources are reported in Column 4 above, demize and specify what the other sources are (revenues, fees, elc.).

Local County funds,

Wil the additional costs be absorbed into your exisfing budget? D ves [ Jwo
H no, how will additional funds be provided?

Costs will be paid by Local County Funds within the Operations budget.

ftentize below the cost factors that contribute (o the total costs or savings reported above in Column 5 for the first
fiscal year.

COST FACTORS , AMOUNT

1, Litilitieg —_— £12.000
2. __Maintenance ' $3.000
3. Custodial 56 000
4, Insurance; Bldes & Conlents $600
5,
6.
7.
3.

TOTAL — 821600

if personal services costs or savings are reported in 7 above, please indicate the number of additional positions
required or positions saved, PR

Submitted By (%/f Lot g Director of Qperations 1017732

Si ﬁ?ﬁm of Authorized Official and Title Date

; FORM A-49: Revised 11/20/87 . ADDENDUM T0 FORM A-1, A2, 042




ATTACEMENT &4

ADDITIONAL ANNUAL OPERATING COSTS/SAVINGS
RESULTING FROM PERMANENT IMPROVENENT PROJECT
AGENCY :
Code Fo3 Name: South Carclina Budget & Control Bpard / Department of General Services
PROJECT
Project #5899 Name: Stmter Street Building HUnfit
ADDITIONAL ANNUAL OPERATING COSTS/SAVINGS, (Check whether reporting costs or avings)
[ Jcosts <] savmcs [ 1 wocuance
TOTAL ADDITIONAL OPERATING COSTS/SAVINGS
Projected Firancing Sources
oy 2 (3) {4) &)
Fiscal Year General Funds Federal Other Total
D 901314 5 $2,243.00 $2,733,00
23 201415 5 $ $2,233.000 $2,233.00
3 9015-16" 3 $ $2,233.00 $2,233.00
5, I “Other” sources are reported in Column 4 above, itemize and specify what the other sources are (vevenues, fees, efc.).
Rent Account
4. Will the additional costs be absorbed it vour existing budget? D YES D NO
Ifno, how will additional funds be provided?
7. Jtemize below the cost factors that contribute to the total costs or savings reported above in Column 5 for the first
fiscal year.
COST FACTORS AMOUNT
l. Blectricitry Savings - $2,233.00
2. _
3.
4,
L}
g,
7.
8,
TOTAL $2,233.(}D
8. H pevsone! services cosfs or savings are veported in 7 shave, pleass indicate the rumber of additional positions
required or positions saved. —
Y pr 2
S t ﬂﬁz ét}f/ "A"'/ﬁjﬁ/f E B . !’! e /:r’g
9, Submitied By: _Carle Griffn. Deputy Directdf - Departent of General Services di DO A,
Signare of Authorized Official and Thle Drate

FORM A-49:. Revised 112007 ADDENDUM TG FORM A1, A42, 0-42
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Attachment 6
Additienal Information on Funding Seurces for
Higher Education Permanent Improvement Projects

{tem {a) - Clemson University Core Campus Development

The source of funds for A&E pre-design is $1,440,000 Other, Housing Improvement Funds. Housing
Improvement funds result from bond covenant-required transfers from Housing Operations to allow for
the maintenance and replacement of capital assets funded by bond issues. The current uncommitted
balance of Housing Improvement funds is 3,077,669 as of September 30, 2012,

The proposed sources of funds for construction are Other, Housing Improvement funds, Other, Dining
Improvement funds and Revenue Bond funds.

1} Housing Improvement funds are defined above. The current uncommitted balance of Housing
Improvement funds is $3,077,669.

2) Dining Improvement funds result from bond covenant-required transfers from Dining Operations to
allow for the maintenance and replacement of capital assets funded by bond issues. In addition to these
transfers from dining operations, the Dining Improvement Fund has been augmented by approximately 38
million in contributions from ARAMARK, the university’s food service provider, These contributions
are contraciually negotiated and required for the replacement of university dining facilities. The current
uncommitted balance of Dining Improvement funds is $19,269,870.

1) Revenue bonds are bonds issued by the institutions and supported by auxiliary revenues coflected.
Until such factors are construction costs, interest rates, and market liquidity are known, it would not be
prudent for the university to commit to or adhere to a pre-determined funding model for these three
revenue sources to fund the estimated $96 million project. The current uncommitted balance of Revenue
Bonds, which will have to be issued once the needed amount is defermined, is zero.

The University reports that no increase in any student fee or tuition will be required for pre-design or
construction of this facility.

Item (b} - Clemson University Lehotsky Hall Resovation

The source of funds for A&E pre-design is $350,000 Other, Institutional Capital Project Funds.
Institutional Capital Project Funds are excess debt service funds held by the State Treasurer’s Office and
required to be expended for permanent improvement projects. The current uncommitted balance of
Institutional Capital Project Funds is $36,593,647 as of September 30, 2012,

The proposed source of funds for construction is State Institution Bond funds. Institution Bond funds are
general obligation debt of the State backed by a pledge of University tuition and fees. The current
uncommitted balance of Institution Bond funds is zero. A bond resolution is anticipated fo be submitted
to the Budget and Control Board in February 2013 and will be followed by the bond issuance.

The University reports that no increase in any student fee or tuition will be required for pre-design or
renovation of this facility. The fee structure currently in place will suffice to cover principal and interest
payments once the bonds are issued.

Ttem (c) - University of Sowth Carolina Sumwait Laboeratory Renovations

The source of funds for A&E pre-design is $28,500 Other, Institutional Funds. Institutional Funds are
funds available to the University from a variety of sources including tuition and fees, sales and services



activities, and other miscellaneous sources. After funding of this project for both A&E and construction
budget, estimated at $1.9 million, there are no uncommitted Institutional Funds. All funds have been
allocated to University capital projects and operating needs.

The proposed source of funds for construction is Other, Institutional Funds which are defined above.
After full funding of this project, there are no uncommitted Institutional Funds. Al funds have been
allocated to University capital projects and operating needs.

The University reports that no increase in any student fee or tuition is directly related to funding of this
project,

Item (d) - University of South Carolina Broadcast Studio Construction

The source of funds for A&E pre-design is $22,500 Other, Institutional Funds. Institutional Funds are
funds available to the University from a variety of sources including tuition and fees, sales and services
activities, and other miscellaneous sources. After funding of this project for both A&E and construction
budget, estimated at $1.5 million, there are no uncommitted Institutional Funds. Al funds have been
allocated to University capital projects and operating needs.

The proposed source of funds for construction is Other, Institutional Funds which are defined above,
After full funding of this project, there are no uncommitted Institutional Funds, All funds have been
allocated to University capital projects and operating needs.

The University reports that no increase in any student fee or tuition is directly related to funding of this
project.

Tten: {(e) —~ Greenville Tech Barton Campus Technical Resource Center Renovation

The source of funds for A&E pre-design is $150,000 Other, Local College Plant funds. Local College
Plant funds are funds, primarily from County appropeiations, that are accumulated over time and

ultimately used for capital projects. The current uncommitted balance of Local College Plant funds is
$11,856,621.

The proposed source of funds for construction is Other, Local College Plant funds which are defined
about. The current uncommitted balance of Local College Plant funds is $11,856,621.

The College reports that no increase in any student fee or tuttion will be required for pre-design or
renovation of this facility.

Item.(g) - Clemson University Greenville OQne Building Upfit

The source of funds for construction is $6.7 million Other, Institutional Capital Project Funds.
Institutional Capital Project Funds are excess debt service funds held by the State Treasurer’s Office and
required to be expended for capital projects. The current uncommitted balance of Institutional Capital
Project Funds is $36,462,297,

The University reports that no increase in any student fee or tuition will be required for pre-design or upfit
of this facility.



Ttem (h) - University of South Carolina Preston College Bathroom and Flooring Renovations

The source of funds for construction is $1,500,000 Other, Housing Maintenance Reserve funds. Housing
Maintenance Reserve funds are derived form the Housing operating budget which inciudes housing fees
and revenues generated by laundry cperations, conferences and interest. When existing project
commitments and projected increases to the funds are taken into account for the anticipated construction
period, the total Housing Maintenance Reserve has an uncommitted balance of $4,707,000 available for
use in funding this project.

The University reports that no increase in any student fee or tuition will be required for pre-design or
renovation of this facility.

KHem (i) - Medical University of SC Basic Science Building Craniofacial Biology Research
Renovation

The source of funds for comstruction is $2.6 million, including $39,000 Other, College of Dental
Medicine Clinical Revenue funds which has already been approved for pre-design work and $2,561,000
Other, Indirect Cost Recovery funds. Indirect Cost Recovery funds represent the reimbursement from the
Federal sponsor for overhead costs incwred to support the research mission. The current uncommitted
balance of Indirect Cost Recovery funds committed by the College of Dental Medicine for this project is
$2,561,000. Al FY 2012-13 University Indirect Cost Recovery funds are committed to operating and
capital needs which have been approved by the MUSC Board of Trustees.

The University reports that no increase in any student fee or tuition will be required for pre-design or
renovation of this facility.

Item (j) - Central Carolina Technical College Advanced Manufacturing Training Center
Renovation

The sources of funds for construction, totaling $8,315,656, include $2,550,000 Appropriated State funds,
$2,000,000 Other, Note Payable Loan funds, and $3,765,656 Other, College Capital Project funds,

1y Appropriated State funds in the amount of $2,550,000 are derived from two state appropriations from
supplemental funds in FY 11-12. $300,000 comes from a $1,250,000 appropriation for Central Carolina
Tech Training Facility Purchase and Upfit under Proviso 90,20 non-recurring revenue, of which $950,000
has aiready been committed to purchase of the training facility. The current uncommitted balance of the
Proviso 90.20 funds is $300,000. $2,230,000 comes from another state appropriation of $2,250,000 for
Central Carolina Tech College Training under non-recurring appropriations through the State Board for
Technical and Comprehensive Education. The current uncommitted balance of these non-recurring funds
is $2,250,000.

2) Other, Note Payable Loan funds are funds that will be borrowed by the college under the authority of
Code Section 59-53-53, The college has applied and been recommended for a federal Economic
Development Administration (EDA) grant of $2,500,000. However, the award cannot be made until
Congress passes a budget, therefore, the College has committed to taking out a loan if the EDA funding
does not materialize. The loan has not been processed and will only be processed if federal EDA prant
funding is not received as expected. Therefore, the uncommitted balance of Note Payable Loan funds at
this time is zero.

3} Other, College Capital Project funds are defined as the College’s fund balance from previcus years not
committed for other projects or required for current operations. A portion of tuition, approximately $14
per credit hour, is recorded in the capital projects fund. This is not a separate fee, but has been part of
tuition recorded in a separate fund that has been in place for over ten years and has not increased. - The
current uncommitted balance of College Capital Project funds is $4,250,059.



The College reports that no increase in any student fee or tuition wili be required for pre-design or
renovation of this facility.

Item (k) - Midlands Technical College Morris Hall Addition

The seurce of funds for construction is $1.1 million Other, College funds. College funds come from a
875 per semester capital fee for providing additional facilities and improvements that has not increased in
more than 11 years. The statutory authority for the use of these funds is Code Sections 59-53-150 and 59-
53-151. The current uncommitted balance of College funds is $1.1 million. The balance of all other
College funds has been committed to other projects. :

The College reports that no increase in any student fee or tuition will be required for pre-design or
construction of this addition. .

Item (I} - Medical University of SC College of Nursing Floors 2-5 Interior Renovation

The sources of funds for construction, totaling §9 miliion, includes $5 million Ciber, Institutional Capital
Project Funds and $3 million Other, Coilege of Nursing Tuition funds which have both already been
approved for use in this project. This budget increase of $1 million comes from a Capital Reserve Fund
Act appropriation of $3.2 million in FY 11-12 for deferred maintenance, MUSC has already committed
$2.2 million of that amount to a deferred maintenance project at the campus. The current uncommitted
balance of these Capital Reserve Funds for use in this project is $1 million.

The University reports that no increase in any student fee or tuition will be required for pre-design or
renovation of this facility.



STATE BUDGET AND CONTROL BOARD

MEETING OF December 12, 2012

REGULAR SESSION
ITEM NUMBER

AGENCY:

Division of State Budget

SUBJECT:

Real Property Acquisitions

The Division of State Budget recommends approval of the following real property acquisitions:

(a)

(b)

Agency:
Acreage:

Location:

County:
Purpose:

Appraised Value:
Price/Seller:

Source of Funds:
Project Number:
Environmental Study:
Building Condition
Assessment:
Additional Annual Op
Cost/SOF:

Current Year Property Tax:

Approved By:
Additional Information:

Agency:
Acreage:
Location:

County:
Purpose:

University of South Carolina

1.14+ acres

At the corner of Williams and Catawba Streets in
Columbia.

Richland

To consolidate ownership of property in the block
where Carolina Stadium is Iocated and provide
control for future development to complement
athletic operations.

$570,000

$570,000 / Housing Authority of the City of
Columbia, SC

Athletic Operating

H27-6097

Approved

N/A

Additional annual operating costs for grounds
maintenance are estimated to be $6,500 and will be
paid from Athletic Operating funds.

N/A - Exempt

CHE on 10/18/12; JBRC on 12/4/12

This request also includes approval of a budget
increase to the permanent improvement project of
$550,000 from the fund source noted above.

Department of Natural Resources

79.54 acres

Adjacent to DNR’s Santee Delta Wwildlife
Management Area on the North Santee River south of
Georgetown.

Georgetown

To protect habitat for waterfowl and offer additional
hunting opportunities for the public.



STATE BUDGET AND CONTROL BOARD
MEETING OF December 12,2012

REGULAR SESSIOI&
ITEM NUMBER ,Page 2

AGENCY:  Division of State Budget
SUBJECT: Real Property Acquisitions -
Appraised Value: N/A
Price/Seller: Donation / The Nature Conservancy, Atlington,
Virginia
Source of Funds: N/A
Project Number: P24-9924
Environmental Study: Approved
Building Condition N/A
Assessment:

Additional Annual Op
Cost/SOF:

No additional annual operating costs are anticipated
as DNR currently manages the adjacent area.

Current Year Property Tax: N/A - Exempt
Approved By: JBRC on 12/4/12
BOARD ACTION REQUESTED:

Approve the real property acquisitions as requested.

ATTACHMENTS:

Agenda item worksheet and attachments



BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

Meeting Scheduled for: December 12,2012

Regular Agenda

1. Submitted by:
{ay Agency: State Budget Division
(b}  Authorized Official Signature:

s Bl

Les Boles, Director

2. Subject: REAL PROPERTY ACQUISITIONS

3. Summary Background Information:

(2) Apency:
Acreage:
[ocation:

County:
Purpose:

Appraised Value:
Price/Seller:

Source of Funds:

Project Number:

Environmental Study:

Building Condition Assessment:

Additional Annual Op Cost/SOF:

Current Year Property Tax:
Approved By:
Additional Information:

University of South Carolina

.14 acres

At the corner of Williams and Catawba Streets in
Columbia,

Richiand

To consolidate ownership of property in the block where
Carolina Stadium is located and provide control for
future development to complement athletic operaiions,
$570,000

$570,000 / Housing Authority of the City of Columbia,
SC

Athletic Operating

H27-5097

Approved

N/A

Additional annual operating costs for grounds
maintenance are estimated to be $6,500 and will be paid
from: Athletic Operating funds.

N/A - Exempt

CHE on 10/18/12; JBRC on 12/4/12

This request alsc includes approval of a budget increase
to the permanent improvement project of $550,000 from
the fund source noted above.



(by Agency: Department of Natural Resources

Acreage: 79.54 acres

Location: Adjacent to DINR’s Santee Delta Wildlife Management
Area on the North Santee River south of Georgetown.

County: Georgetown

Purpose: To protect habitat for waterfowl and offer additional
hunting opportunities for the public.

Appraised Value: N/A

Price/Seller:
Source of Funds:

Donation / The Nature Conservancy, Arlington, Virginia
N/A

Project Number: P24-9924
Environmental Stady: Approved
Building Condition Assessment: N/A

Additional Annwal Op Cost/SOF:

Current Year Property Tax:
Approved By:

No additional annual operating costs are anticipated as
DNR currently manages the adiacent area.

N/A - Exempt

JBRC on 12/4/12

What is Board asked to do?

Approve the real property acquisitions requested.

Wiat is recommendation of Board Division involved?

Recommend approval of the real property acquisitions as requested.

Recommendation of piker Division/Agency (as required)?

(a)  Authorized Signature:
(b} Division/Agency Name;

List of Supporting Documents:

1. Code Section 1-11-65
fa} University of South Carolina
(b) Department of Natwral Resources



SECTION 1-11-65. Approval and recordation of real propesty transactions involving
governmental bodies.

{A} All transactions involving real property, made for or by any governmental bodies, excluding
pelitical subdivisions of the State, must be approved by and recorded with the State Budget and
Control Board, Upon approval of the transaction by the Budget and Control Board, there niust be
recorded simultaneousty with the deed, a certificate of acceptance, which acknowledges the
board's approval of the transaction. The county recording authority cannot accept for recording
any deed not accompanied by a certificate of acceptance, The board may exempt a governmental
body from the provisions of this subsection.

(B) All state agencies, departments, and institutions authorized by law to accept gifts of tangible
personal property shall have executed by its governing body an acknowledgment of acceptance
prior to transfer of the tangible personal property to the agency, department, or institution,



List of Supporting Documents:

1. Letter from Agency

2. Appraisal Results

3. Map

4, Environmental Results
5. Cost Implications

{a) University of South Carolina
Richiand County
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UNIVERSITY OF

SOUTH CAROLINA

Facilftfes Planning and Programming 743 Greene Streed
T W T Y, E?‘?%@*VP‘“% Columbia, SC 29208
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gLy PHONE $03-777-1184

ey FAX 803-777-0484

0CT 18 20%2

October 16,2012

AT

ti [
CHEOE OF TTAYY Ssnsi
Carcl Routh
Assistant Director
Capital Budgeting
1203 Pendleton Street

Edgar A. Brown Building, Suite 529
Columbia, SC 29201

Re:  H27-6097 Williams Street Acquisition e
Dear Carol Routh

On October 5, 2012, the University Board of Trustees approved the purchase of the Williams
Street property with a purchase price of $570,000. This acquisition will consolidate ownership
of the property in the block where Carolina Stadium is located, providing control of future
development on the site.

It is requested that the necessary action be taken to obtain all required approvals for this
transaction. The Property Acquisition Information form, the appraisal of the property, and the
Level | Environmental Survey are enclosed.

You wiil be copied with the Form A-1 and the Form A-49 when they are sent to the Comunission
on Higher Education for approval.

Your assistance in this matter will be greatly appreciated. If you have any questions, please do
not hesitate 1o contact me.

Sincerely

~A

Derek S. Gruncr, LEED AP, AIA, NCARB
Directer of Facilities Planning and Progranyming
University Architect

Aq Equal Oppefiuriy Instinties



Carter Commercial Appraisal Group, Inc,

1620-A Lady Street

Colurabia, South Carolina 28201
Phone {803) 799-17786
Facsimile {803) 789-2345

August 10, 2012

Mr, Gus Hoffmeyer, I

Property Manager

University of South Carolina
743 Greene Street

Columbia, South Carolina 26201

RE: Appraisal of a 1.14 Acre Land Tract
Located at Williams and Catawba Strests
Columbia, Richiand County, South Caroling

Dear Mr. Hoffmeyer:

The above referenced property is a land tract with an area of 1.14
acres. It is located at the northwest corner of Williams and Catawba
Streets, right beside the Carolina Baseball Stadium.

In accordance with your request, we have inspected the property,
including any available plats or surveys. The purpose of these
inspections was to estimate the Market Value "As is” and to report our
findings to you in an appraisal of appropriate scope.

It is our understanding that the sole function of this report is to
assist you, the client of this report, with internal due diligence matters.
The intended users of this report are you and your assigns.

After gathering and analyzing all of the periinent data and applying
the methods and techniques prescribed by the Uniform Standards of
Professional Appratsal Practice, and subject t¢ the Assumptions and
Limiting Conditions found later in this report, it is our opinion that the
property had a value of: ‘

‘Asset Conditior

“As |5’ 9 2012 $570.000




Mr. Hoffmeyer
Page Two

The facts and data that led to the above stated value cehclusion
can be found in the appraisal report attached hereto. if you have any

questions or comments regarding this report, please contact me at your
convenience.

Respeactfully submitted,

Carter Commercial Appraisal Group

Joseph J.T. Carter, I
State Certification #C G646
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Ociober 23, 2012

Mr. Gus Hoffmeyer, 1l — Froperty Manager
University of South Carciina

Facilitiss Planning and Programming

743 Greene Strest

Columbia, 5C 25201

Subject; Phase | ESA Report - Parcel at Williams Street and Catawba Street
5E JOB # 12619042.00

Dear Mr. Hoffmeyer:

Schnabel Engineering Consultants (Schnabel) has reviewed the referenced report prepared by
Schnabel Engineering dated August 13, 2012, In response to your email of October 23, 2012 we are
comfortable reiterating the opinlon offered In Section 9.0 of the reporl. No recognized environmerdal
conditions were identified on the site property or on properties immediately adjacent to the site that could
pose an actual or potential Impact to the site. Neither our records research nor our site visit indicates the
need for additional historical research or collection and analysis of environmental samples {a Phase |l
investigation) at the site,

Please contact me i thare are any guastions.

Sincerety,
Schrabel Engineering Consultants

~7 ,
o4 A
2 @%f
f 7 “
) {

Raymond L. Knox, P.G, (SC #311)
Senior Associate

schnabeleng. com
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11.

PROPERTY ACOUISITION INFORMATION FORMAT

PART 1

Project Number: H27-6097 Williams Street Acquisition
County: Richland

Description of Property; The site is a 1.14 acre land tract located at the NW corner of
Williams and Catawba Streets in Columbia, SC. The site is undeveloped and covered
with grass and a few small trees,

Grrantor(s) Name and Address:  Housing Authority of the
City of Columbia, 8SC
1917 Harden Street
Columbia, SC 29204

Grantee(s) Name and Address:  University of South Carolina
Columbia, SC 29208

County Location: The site is located in Richland County, one block south of Biossom
Street in downtown Columbia, SC.

Acreage: 1.14 acres

Purpose for Acquisition: To consolidate ownership of property in the block where
Carolina Stadium is located

Demonstrate the need to acquire the property: Location of the property (adjacent to the
University's Carolina Stadium) provides the opportunity to control future development of
the property to complement Athletic operations.

Purchase Price: $570,000

Current Year Property Tax Amount:
2011 Tax Value/Tax Amount: $247,000; not taxed



PART H

How many sites were evaluated?

No other sites were evaluated. The location, adjacent to the University’s Carolina
Stadium, provides the opportunity to consolidate awnership of property in the block and
to control future development of the property.

Please list the selection criteria used {o evaluate sites.
See No. |

How was the final selection of the site made?
See No, |

Why was this specific site selected?
See No. 1

What is the estimated costs of any construction or renovations to be done on the property
and the anticipated source of funds for such work?

No immediate construction or renovation costs are associated with the acquisition of the
property.

What are the estimated additional annual operating costs which will result from
acquisition of the property and the anticipated source of funds? Explain the factors that
determine the cost. If no costs, explain why not.

Projected additional annunal operating costs: $6,500

Anticipated source of funds: Athletic Operating Funds

Cost factors:  Grounds maintenance

What are the estimated additional annual operating cosis which will result from
construction/renovation on the property and the anticipated source of funds? Fxplain the
factors that determine the costs. If no costs, explain why not.

No immediate additional operating costs will result from construction/renovation on the

property,




(b) Department of Natural Resources
Georgetown County

List of Supporting Documents:

Letter from Agency
Map

Environmental Resuits
Cost Implications
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South Carolina Department of

mﬁ

DNR

Alvin A, Taylor
October 22, 2012 Director
Carol Routh
Office of State Budget

1201 Main Street
Columbia, SC 29201

RE: Project P24-9924 - Georgetown County - Santee Delta WMA Property Acquisition (Donation)

Dear Carol:

With the reciept of a favorable environmental report, the Department of Natural Resources is seeking
Budget & Control Board approval to complete the acquisition of +/- 79.5 acres that adjoins the agency's
Santee Delta Wildlife Management Area (WMA) in Georgetown county.  This property, which has been
valued at $159,000, is being donated by The Nature Conservancy to the agency, The total cost of this
acquisition is estimated to be $5,000.00.

Acquisition of this property will protect water quality, conserve wildlife habitat, and provide public
recreation opportunities,

Sincerely,

A

cott Speares
Assistant Deputy Director - Gutreach & Support Services

Rembert C. Dennis Building « 1000 Assembly St « P.O, Box 167 + Columbia, 8.C, 28202
EQUAL OPPORTUNITY ACENCY v, TNRSC, 8OV PRINTED OM RECYCLED PAPER g::e’.



Det.orme Strest Aflas USA® 20089

FROST, CIR

R
. g~
CEaRLpp 0
« RO, 2
3 .
L ' 2 - ¢,
' HATTIES.LT 5 & o
£ & o -
O o) &

L BROWRVILLE AVE |

ES T

LYSCHE

Daniels Istand

.-
.
L}
E t
Bats use subject io Hoense, B Geale 1 26,000
@ Detorme. Delomne Street Allas USAS 2000, . e v | [@W &
r‘% ! ] E Ee) ra ] w3 390
i 1" = 20833 ft Data Zoom 130

v.del .C
veeney delorma. com PLAT SLIDE 77. PAGE 2A
HTE WIIRYTY RARD



GEOTECHNICAL = ENVIRONMENTAL e MATERIALS

CONSULTANTS

PHASE I ENVIRONMENTAL STTE ASSESSMENT

72.5-ACRE PORTION OF SANTEE DELTA WMA ADDITION
SANTEE RIVER, SAND CREEK, AND PUSH & GO CREEK
GEORGETOWN COUNTY, SOUTH CAROLINA

GEORGETOWN COUNTY TMS #01-1607-007.00.00

A, SUMMARY

F&ME CONSULTANTS has performed this Phase | Environmental Site Assessment on
the approximately 79.5-acre Portion of Santee Delta WMA Addition located along the
south reaches of the North Santee River, Sand Creek, and Push & Go Creek in
Georgetown County, South Caroling, for the South Cerolina Department of Natural
Resources, ‘

This assessment was conducted in general compliance with the procedures and guidelines
outlined in the South Carolina State Budget and Control Roard Guidelines for Obtaining
Studies for Land Acquisitions {(11-16-10), ASTM E1527-05, and ASTM E2247-68. The
investigation consisted of reasonably ascerfainable: title search, historical records review,
historical photographs review, and review of South Carolina Department of Health and
Environmental Control (SCDHEC) records, “

The tract was visually inspected on June 11, 2012. The site Inspection also included a
visual inspection of the present usage of adjoining and surrounding propertiss within
the approximate reconunended minimum search distance. During the site inspection,
the ASTM E1528-06 Transaction Screen Questionnaire and ASTM F2247-08 User
Questionnaire were completed as required,

We have recorded our findings, recommendations, and regponses to the ASTM
Questionnaires herein. No Phase Il Environmental Site Assessment is recormmended at
this time, Refer to Section H Findings, and Section J Conclusions.

If there are any questions concerning this Phase T Bnvironmental Site Assessment, or if we
can be of any further assistance on this project, pleass do not hesitate to contact us at (803)
254-4540. We appreciate the opportunity to provide this service.

Sincerely,

F&ME CONSULTANTS

2 av) CiBuesd
Robert S, Powell, P.G.
Senior Environmental Consultant

WWW.IMECOL.COM

COLUMBIA OFFICE
3112 Devine Street
Columbia, S0 29208
P §03.254.4540
T 8(3.254.4542

BEAUFGRT OFFICE
26 John Gaft Road, Suite A
Beaufort, 8C 29906
P 843.522.0246
F 8632544542

AASHTO ACCREDITED
LABORATORY



BUDGET AND CONTROL BOARD PROPERTY INFORMATION
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10.

PROJECT NUMBER: P24.9924

COUNTY: Georgetown

DESCRIPTION: Fee-simple donation of 79.5 acres adjoining the DNR’s Santee
Delta Wildlife Management Area.

GRANTOR(S): The Nature Conservancy, 4245 North Fairfax Drive, Suite 100,
Arlington, VA 22203.

GRANTEE(S): South Carolina Depariment of Natural Resources, 1000
Assembly Street, PO Box 167, Columbia, SC 29202,

COUNTY LOCATION: South side of the North Saniee River west of U.S.
Highway 17 approximately 14 miles south of Georgetown.

ACREAGE: 79.5 acres.

PURPOSE/PROJECT: To accept a property donation of 79.5 acres to protect
habitat for waterfow! and offer additional hunting opportunities for the public.

NEED TO ACQUIRE PROPERTY: Seec above. The property is a donation that
originated as a gift from a family estate and via mutual agreement will be
transferred from The Nature Conservancy to DNR,

PURCHASE PRICE: $0.00. The property will be donated to DNR by The Nature
Conservancy.

CURRENT YEAR PROPERTY TAX AMOUNT: $0.00. No property taxes are
currently being paid by The Nature Conservancy.

HOW MANY SITES WERE EVALUATED? Numerous sites are evaluated
throughout the year for participation in DNR’s Heritage Trust and Wildiife
Management Area Programs.

SELECTION CRITERIA USED TO EVALUATE SITES? Eligibility criteria for the
Heritage Trust Program and Forest Legacy Program were used to evaluate the
site. They include scenic values, forest production potential, fish and wildlife
habitat values, threatened and endangered species values, water quality issues,
level of conversion threat, and links to other habitat protection initiatives.



BUDGET AND CONTROL BOARD PROPERTY INFORMATION

3. HOW WAS THE FINAL SELECTION MADE? Approval by the DNR Board.

4, WHY WAS THIS SPECIFIC SITE SELECTED? The land contains waterfowl
habitat, adjoins DNR property and has been offered to the agency as a donation.

5. ESTIMATED COST OF ANY CONSTRUCTION COST OR RENDVATIONS TO
BE DONE ON THE PROEPRTY AND THE ANTICIPATED SCURCE OF FUNDS
FOR SUCH WORK. No construction or renovations will be done on the property.

8. ESTIMATED ADDITIONAL ANNUAL OPERATING COSTS WHICH WILL
RESULT FROM ACQUISITION OF THE PROPRPERTY AND THE ANTICIPATED
SOURCE OF FUNDS. [F NONE, EXPLAIN WHY. No additional annual
operating costs are anticipated for the acquisition because DNR is currently
managing the adjoining area and this acguisition does not constitute a large
increase in acreage.

7. ESTIMATED ADDITIONAL ANNUAL OPERATING COSTS WHICH WILL
RESULT FROM CONSTRUCTION/RENOVATION OF THE PROPERTY AND
THE ANTICIPATED SOURCE OF FUNDS. EXPLAIN FACTORS THAT
DETERMINE THE COSTS. IF NONE, EXPLAIN WHY, N/A






STATE BUDGET AND CONTROL BOARD REGUILAR SESSION
MEETING OF December 12, 2012 [TEM NUMBER __ {0

AGENCY:  Division of General Services

SUBIECT; Department of Parks, Recreation and Tourism (PRT) Sublease to Sanctuary

Pointe, LLC
PROJECT BACKGROUND:
. The area known as Sanctuary Pointe is located near the SC/GA border behind the SC

Welcome Center at Lake Hartwell off US 1-85 on SC Hwy 11

. The U.S. Army Corps of Engineers (USACE) owns the property known as Lake
Hartwell State Park consisting of 686,68 acres, and leases it to PRT by lease dated
January 30, 2008 for a fifty (50} year term ending January 29, 2058. The
development of the property as a resort with a hotel(s) and conference center, golf
course, and resort harbor complex to be used for public recreational purposes is part
of the Hartwell Lake Master Plan dated 1980.

. In 2008, PRT did an RFP to identify and contract with a developer for the resort
project, The only participant in the RFP was Sanctuary Pointe, LLC (LLC).

* The project never moved forward when the economy slowed down., The LLC is now
in a position to obtain financing, which is contingent on finalizing a sublease of the
property between PRT and the LLC. No public funds will be expended for the

project.
SUBLEASE:
® As part of the contract with the LL.C, PRT will sublease approximately 325 acres at Lake

Hartwell State Park to the LLC for a term of 46 years ending January 29, 2058, The term
of the sublease must be consistent with the term of the prime lease between the USACE
and PRT. There is an option to extend the lease term and/or to renew upon the approval
of the USACE and PRT. The USACE intends to extend the lease term between USACE
and PRT 1o 2062 upon approval by the Budget and Control Board of the sublease to the
LLC. The sublease will then immediately be amended to extend the term to 50 years
with an end date of January 29, 2062.

. For rent, PRT will receive 1% in years 1-3 and 1.5% in years 4-46 of the gross receipts
derived from the operation of the resort development payable quarterly on January 30,
April 30, July 30 and October 30 of each year.

® The sublease complies with certain restrictions and obligations placed upon PRT in the
master lease with USACE and has been approved by USACE, as evidenced by their
signature on the sublease.

+ The sublease incorporates requirements of the LLC per the RFP (proformas, marketing
studies, environmental studies, animal/habitat studies),



STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF December 12, 2012 ITEM NUMBER __/D , Page2

AGENCY:  Division of General Services

SUBJECT: Department of Parks, Recreation and Tourista (PRT) Sublease to Sanctuary
Pointe, LLC

. The Development Time Table requires that Phase One of the Master Element Concept
Plan which includes the infrastructure, hotel(s) and conference center, golf course and
resort harbor complex is to be completed or in the process of completion by December
2020, Phase Two is dependent on economic and market conditions.

. The LLC can be considered in default and the sublease terminated if the LLC fails to
make progress so as to endanger the performarnce of the contract or if it fails to use its
best efforts, in a good and workmanlike manner to achieve completion of Phiase One
by 2020. An annual progress review is required.

* The LLC can be considered in default and the sublease terminated if the LLC fails to
make progress 50 as to endanger the performance of the contract or if it fails to use its
best efforts, in a good and workmanlike manner,

BOARD ACTION REQUESTED:

Approve the current proposed 46 year lease-out by the SC Department of Parks, Recreation and
Tourism to Sanctuary Pointe, LLC and the extension of the sublease to 50 years upon approval of
extension of the prime lease 10 2062 by the USACE,

ATTACHMENTS:

Agenda item worksheet; SC Department of Parks, Recreation and Tourism letter dated
November 14, 2012; SC Department of Parks, Recreation and Tourism, Executive Summary,
Sanctuary Pointe Project; SC Department of Parks, Recreation and Tourism, Sublease Summary
of Terms and Conditions; SC Code of Laws Sections 1-11-55 and 1-11-56; SC Code of
Regulations 19-447.1000



BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

Meeting Scheduied for:s December 12, 2012 Regular Agenda

1. Submitted by: , o
(a) Agency: Division of General Services
(b Authorized Official Signature: fla Griffin, Dépdty Dirgctor

2. Subject: SC Department of Parks, Recreation and Tourism (PRT) sublease to Sanctuary
Pointe, LLC

3, Summary Background Information:
PROJECT BACKGROUND:

* The area known as Sanctuary Pointe is located near the SC/GA border behind the
SC Welcome Center at Lake Hartwell off US 1-85 on SC Hwy 11.

. The U.S. Army Corps of Engineers (USACE) owns the property known as Lake
Hartwell State Park consisting of 686,68 acres, and leases it to PRT by lease
dated January 30, 2008 for a fifty (50) year term ending January 29, 2058. The
development of the property as a resort with a hotel(s} and conference center, golf
course, and resort harbor complex to be used for public recreational purposes is
part of the Hartwell Lake Master Plan dated 1980,

. In 2008, PRT did an RFP o identify and contract with a developer for the resort
project. The only participant in the RFP was Sanctuary Pointe, LLC (LLC).

. The project never moved forward when the economy slowed down, The LLC is
now in a position to obtain financing, which is contingent on finalizing a sublease
of the property between PRT and the LLC. No public funds will be expended for
the project.

SUBLEASE:

* As part of the contract with the LLC, PRT will sublease approximately 325 acres
at Lake Hartwell State Park to the LLC for a term of 46 years ending January 29,
2058. The term of the sublease must be consistent with the term of the prime
lease between the USACE and PRT, There is an option to extend the lease term
and/or to renew upon the approval of the USACE and PRT. The USACE intends
to extend the lease term between USACE and PRT to 2062 upon approval by the
Budget and Control Board of the sublease to the LLC. The sublease will then
immediately be amended to extend the term to 50 years with an end date of
January 29, 2062. _

U For rent, PRT will receive 1% in vears 1-3 and 1.5% in years 4-46 of the gross
receipts derived from the operation of the resort development payable quarterly
on January 30, April 30, July 30 and October 30 of each year.

* The sublease complies with certain restrictions and obligations placed upon PRT
in the master lease with USACE and has been approved by USACE, as evidenced



by their signature on the sublease.

* The sublease incorporates requirements of the LLC per the RFP {(proformas,
marketing studies, environmental studies, animal/habitat studies).
) The Development Time Table requires that Phase One of the Master Element

Concept Plan which includes the infrastructure, hotel(s) and conference center,
golf course and resort harbor complex is to be completed or in the process of
completion by December 2020, Phase Two is dependent on economic and market
conditions. :

. The LLC can be considered in default and the sublease terminated if the LLC fails
to make progress so as to endanger the performance of the contract or if it fails to
use its best efforts, in a good and workmanlike manner to achieve completion of
Phase One by 2020. An annual progress review is required,

4, What is the Board asked to do? Approve the current proposed 46 year lease-out by the 5C
Department of Parks, Recreation and Tourism to Sanctuary Pointe, LLC and the extension of
the sublease to 50 vears upon approval of extension of the prime lease to 2062 by the USACE,

5. What is the recommendation of the Division of General Services? As requesied by the
SC Department of Parks, Recreation and Tourism, consider approving the propesed 46 year
lease-out by the Department to Sanctuary Pointe, LLC, to sublease and develop property
that the Department currently leases from the US, Army Corps of Engineers at Lake
Hertwell in Oconee County and the extension of the sublease to 50 years upon approval of
extension of the prime lease to 2062 by the USACE.

6. List of Supporting Documents:

{a) SC Department of Parks, Recreation and Tourism letter dated November 14, 2012

(b) SC Department of Parks, Recreation and Tourism, Executive Summary, Sanctuary
Pointe Project

(¢) SC Department of Parks, Recreation and Tourism, Sublease Summary of Terms and
Conditions

(d) SC Code of Laws Sections 1-11-35 and 1-11-56

(e) S8C Code of Regulations 19-447.1000



SouthCarolina

i‘)(spari.mem of Parks, Recreation & Toutism

Nildki R. Haley
Governor

Movember 14, 2012

Marcla Adams

Executive Director

South Caroling Budget and Cantrol Board
Wade Hamptar 8ldg., 6th Floor

PO ox 2444

Columbia, 5C 29211

Dear Wi, Adams:

Dyane N. Parrish
Pirector

The South Careling Department of Parks Recrealion and Tourism requests the South Carofina 8o i;Je 1oand
Controf Board at the December 12, 2012 meeting to consider its request for approval of a proposat from Sane luary
Foint, LLC o sub-lease and develop property that SCPRYT currently leases from the U.S, Army Corps of Enginesrs. The

property is appraximately 325 undeveloped acres of mostly high ground east of Interstate 85 al Exit 1in Ocenee Counly,

The praperty s a peninsula that extends into Lake Hartwal,

i keaping with the original intent of the site, (commerdal development for public racreation) the proposal Is {or
sancluary Polnte LLC to develop or assist with the developraent of the property as was originally intended. Proposed
features include a 4 Star Resort Hotel associated with an lnternational Brand Operation, Resort Spa and Conferenie
Center. fn addition a Limited Services Hotel associated with an internationa] Brand Operation and a Resorl Golf Course,

Resort Restaurants, Resort Harbor Ared and Special fvents Venues.,

PRT and the Corps agree and will insist that the project be sustainable, hoth financially and for the utiiization of

tho natural and recreations! resources of the site for a proposed term of 50 years, Itis anticipated that this project wil}
bring much needed jobs and new economic vitality to Oconee County as we'l) as the adjolning areas.

Thank yeu for vour favorable consideration of this proposed project,

Sincogely,
/ /"’} o W /A

Du‘m& an.sh

1205 Pendleton Street » Colurbia, South Carolina 29201




Executive Summary
Sanctuary Pointe Project
The Property

The property at the center of this project is approximately 325 undeveloped acres
of beautiful, pristine, mostly high ground east of Interstate 85 at Exit 1 in Oconee
County. The property constitutes a peninsula that extends into Lake Hartwell near
the Georgia and South Carolina state line. it is located on one of the main
corridors of traffic between the metropolitan areas of Chariptte, North Carclina

and Atlanta, Georgia.
The History

in 1978, the South Carplina Department of Parks, Recreation and Tourism (SCPRT)
and the US Army Corps of Engineers {USACE) began discussion and leasa
negotiations for the above described property, In 1979, the SCPRT and the USACE
signed a 50 year lease for the property based on a feasibility study and master
plan prepared by the SCPRT in 1978, This plan was continually refined resulting in
a plan, the core elements of which were a hotel, rental cottages, a lodge, golf
course, shopping complex, and various marina associated elements. In 2000, the
SCPRT issued a Request for Proposal (RFP) for a developmental proposal, but
there were no interested parties. In 2007, the SCPRT and the USACE renewed the
Prime Lease with a provision for it to be extended to a 50 year lease with the
approval of a new Master Plan. In 2008, the SCPRT again issued an RFP for the

development of this property.
The Project

In keeping with the original intent of the site, {commercial development for public
recreation) it was also intended that the propasal have the previously mentioned
core elements. Sanctuary Painte, LLC, the sole respondent, has committed to
develop or assist with the development of the property as was originally
mtended. Proposed features include a 4 Star Resort Hotel associated with an
international Brand Operation, Resort Spa and Conference Center. in addition a



Limited Services Hotel associated with an International Brand Operation and a
Resort Golf Course, Resort Restaurants, Resort Harbor Area and Special Events

Vernues,

SCPRT and USACE have worked diligently with Sanctuary Pointe, LLC. over the last
four years to reach an agreement on a Sub-lease of the property which fairly
addresses the concerns of SCPRT and the USACE that the project be sustainable,
both financially and for the utilization of the natural and recreational resources of
the site for a proposed term of 50 years, Sanctuary Pointe’s foundation for resort
sustainabifity is economically independent, self-supporting efements. Fach
development element has to have a base by which it can sustain itself as an _
economically stand-alone operation. At the same time, Sanctuary Pointe’s multi-
use approach has each element utilizing the other as an amenity and attraction.
Sanctuary Pointe’s Resort Concept Master Plan is based aon years of experience
and successful developments of this nature by its principals. Sanctuary Pointe has
put together a quality plan consisting of a quality financial nackage,
internationally recognized brands, and a sofid development management team.

The Fuiure

it is anticipated that this project will bring much needed jobs and new economic
vitality to Oconee County as well as the adjoining counties of the South Caroling
upstate. It will serve the most desired use for public benefit by creating facilities
and services to meet public recreational demand at fair and reasonable costs. in
keeping with the ariginal intent of the site, {commiercial development for public
recreation) the Sanctuary Pointe proposal meets all of the criteria and comes at a

time when the economics appear to be beneficial for construction.

This project will be totally financed and developed by the private sector; there will
be no expenditure of public funds. Itis projected that Sanctuary Pointe will
create approximately 400 construction jobs during the Phase | construction of the
project. Once Phase [is operational, it is projectéd that approximately 500
permanent new jobs directly related to the project will be created, The entire
Upstate will benefit from this project not orly in new jobs, but in business
opportunities created by Sanctuary Pointe Resort.

2



Summary of Terms and Conditions

Sublease between Sanctuary Pointe, LLC and SC PRY

The Sublease Is by and between the South Carolina Department of Parks, Recreztion & Tourism (SCPRT)
and Sanctuary Pointe, LLC (SP)for approximately 325 acres of property out of the original
approximately 686.68 acres of federally owned land leased Lo the SCPRT by the Secretary of the Army
{USACE). The Prime Lease is incorporated in the Sublease.

Purpese, The Sublease is also the culmination of the solicitation of the Request for Proposal by SCPRT
through the Office of Materials Management {MMO] for the development of the ACreage Nt a resort
area o include a hotel(s) and confarence center, goif course and resort harbor complex 1o be used for

public recreational purposes. The REP s incorporated s the Sublease.

The Term of the Sublease will be 50 years and there Is an option to renew upon the approval of the
USACE and SCPRT. (Parapraphs 3 and 4)

The Rent is years 1-3 of the production of gross receipts, 1% of the gross receipts; and years 4 through

the termof the Sublease, 1.5% of the gross receipts, (Paragraph 6 iii)

bevelopment Thme Table. Phase One of the Master Element Concept Plan which inciudas the
infrastructure, hotal{s) & conference center, golf course and resort harbor complexis 1o be completed
or in the process of completion by December 2020, Phase Two is dependent on economic and market

conditions. {Paragraph 7{b})

5P can be considered in Befault and the Sublease terminated if SP fails to make progress so as to
endanger the perfermance of the contract or IF it falis to use its best efforts, in 5 good and workmanilke
manner to achieve completion of Phase One by 2020, An annual progress review s required. {Paragraph

14]

Insurance. SPwill obtain and maintain for the term of the Sublease, at its sole cost and axpense, alf
Lability insurance coverape reguired by SCPRT and will include SCPRT as n additicnal named insured on
all policies, S8 will also obtain and maintain for the term of the Sublease, at its sole cost and CXDRNSE
insurance coverage for property damage. To the extent 5P subleases a portion of the Subleased
Premises to other sub- sublessees, the insurance coverage will be provided by the sub- sublessees ag
long as coverage complies with the previous terms and SCPRT is named as a0 additional insured,

{Paragraph 11]

fndempity. SPagrees to indemnify SCPRT against, and to defend and hold harmiess SCPRT from, any
and afl fosses, damages, costs, expenses, including attorney’s fees, relating te any claim, demand, action
or lawsuit of any kind or nature arising from SP's use of occupancy of the Subieases Premises unlass
such less ar damage is the result of the negligence or willful act of SCPRT or USACE, Also ali further
subleases of SP must contain a provision for the indemnification of SCPRT. (Paragreph 15)



indemnification of SCPRT by SP also extends to any penalty, fine, claim etc. by reason of SP's fallure to
comply the environmentat taws and reguirements. (Faragraph 20{¢))

Subjetting. All sub-Sublease agreements between SP and others are subject 1o approvat by SCERT and
USACE. {Paragraph 16{c))

Financing Agreements are subject to review and approval of the State Budget and Controf Board,
Division of General Services, SCPRT, and USACE. (Paragraph 23)

Choice of Law, Any dispute, claim, or controversy relating to the Sublease, and al rights and oblizations
of the parties shafi, in all respects, be interpreted, construed, enforced and governed by and under the
laws of the State of South Carolina, except its choice of law rules. {(Pavagraph 21)



SECTION 1-11-55. Leasing of real property for governmental bodies.

(1) “Governmental body” means a state government department; commission, council, hoard, bureau,
committes, institution, college, umversity, technical school, legislative body, agency, govemment
corporation, or other establishmeat or official of the executive, judiciel, or legisiative branches of this
State. Governmental hody excludes the General Assembly, Legislative Council, the Office of Legishative
Printing, Information and Technology Systems, and all local political subdivisions such as counties,
municipalities, school disteicts, or public service or speeial purpose districts.

(2) The Budget and Control Board is hereby desigmated as the single central broker for the leasing of real
property for governmental bodies. No governmental body shall enter into any lease agreement or renew
any existing lease cxcept in accordance with the provisions of this section.

(3 When any governimental body needs to acquire real property for its operations or any part thereol and
stale-owned property is not available, it shall notify the Office of Geacral Services of is requirement an
rentul request forms prepared by the office. Such forms shall indicate the wmount and focation of space
desired, the purpose (or which it shall be used, the proposed date of occupancy and such other
information as General Services miay require. Upon receipl of any such request, General Services shall
canduct an investigition of available rental space which would adequately meet the governmental body's
requirements, including specific focations which may be suggested and preferred by the governmentat
hody concerned. When suitable space has been located which the governmental body and the office agroe
mecls neeessary requirements and standards for state leasing as preseribed in procedures of the bowrd as
provided for i subsection {5} of this section, General Services shall give its written approval to the
governmental body 1o enter into a lease agreement, All proposed fease renewals shall be submitted 1o
Creneral Services by the time specified by General Services,

(4) The board shall adopt procedures to be used for governmental bodies to apply for rental space, for
acguiring leased gpace, and for leasing state-owned space o nonstale fessees.

(5) Any participant in a property fransaction proposed (0 be entered who maintaing thal a procedure
provided for in this section has not been properly followed, may request review of the transaction by the
Director of the Gifice of General Services or his designee,

SECTION L1856, Program do manage leaging; procedures,

The State Budget and Controf Board, in an effort to ensure that funds anthorized and appropriaied for rent
are vsed i the most efficient manner, is directed 1o develep a pragram to marage the feasing of ai puble
and private space of state apencies. The board’s regulations, upon General Assembly approval, shal
include procedures for:

(1} assessing and evaluating agency needs, including the authority (o require agency justification for any
recguest Lo lease public or private space;

{23 cstablishing standards for the quality and quantity of space to be leased by « requesting agency;

(3} devismp and requiring the use of a standard lease form (approved by the Attormey General) with
pravisions which assert and protect the state's prerogatives includiag, but not limited to, a right of
cancellation in the event of!

{a) a nomappropriation for the renting agency,

(b} a dissolution of the agency, anud

(¢) the availability of public space in substitution for private spuce being leased by the ageney;

() rejecting an agency’s request for additional space or space al a specific location, or both;

(5) directing agencies 1o be located in public space, when available, before private space can be o sed;
{63 requiring the agency o submit a multi-year financial plan for review by the board’s budget office with
copies sent to Ways and Means Committee and Senate Finance Committee, before any new lease for
space is entered into,  and requiring prior review by the Joint Bond Review Committee and the
requirement of Budget and Control Board approval before the adoption of any new lease that commits
more than one million dollars ina five-vear period; and

(7y requiring prior review by the Joint Bond Review Commiter and the requirement of Budget and
Control Board approval before the adoprion of any new leage that commues more than one mithon dobtars
in a fve-year peeiod.



FR447 1000, Leasing of Real Property.

A LEASE QF NON STATE-OWNED REAL PROPERTY
Mo governmental body shall contract for the lease, rental, or use of non state-owned reat property
withoat approval of the Office of General Services, except as specified in subsection C. Requests shall be
directed to the Office of General Services. The Gffice of General Services shall negotiate or approve the
terms of all leases of non state-owned real property unless the governmental body has heen exempted.
I GENERAL REGULATIONS

{2y The Office of General Services shall be accountable for the procurement of leased resl
property for governmental bodies in accordance with the regulations promuipated by the Board.

(b) All feases shall reguire the writter approval of the Office of General Services, except when
such lease is exempt from approval by the Budget and Control Bosrd.

(c) Before approving any iease, Office of General Services shatl:

{1 assure that alt appropriate approvals have been obtained.

{25 verify that adequate funds exist for the lease payments;

{3} veriy that lease payments represent no more than fair market rental;

{4} verify that upfitting costs represent no more than current marked cosis;

(5y verify that & multi-year {inancial plan has been submitted by the requesting agency for
review by the Budget and Control Board's budget ofTice.

() Al requests for leased real proporty by governmentai bodies and agencies shall be submitted
o the (MTice of General Services ona "Request for Space Form® provided by General Services.

{13 This form shall include, but not be limited to:
(1) The purpose for which the space will be used.
(b)Y Any special requirements or needs with writien justification (computer coams, £le,),
{c} Paricing reguirements and justification.
(d} The general location or arca desired.
{e) A multi-year financial plan for review by the Board's budget office.
{2y The amount of office space desired shall be computed and justificd using the standards
specified in Code Seotion {-11-535
{3} Other types of space (warchouse, laboratory, et¢.) shall require a written lotter of
Justification from the requesting agency or governmental body and shall include docomentation of mearket
standards for use of this type space.  The Oifice of General Services shall be accountable for investigating
the existing spece or any other inlormation givea in the justification,
{4) The "Request [or Space Form® or any other document requesting space or jusiifying the
need for space shall be certified by the Director of the requesting agency or governmentsl body.

(¢) An apency or govemmental body desiring 10 renew an existing lease is responsible for
sotifying the Offiee of General Services in writing of its intention {o do so st feast 60 days before the
rencwal deadline as stated in the lease.  Upon approval by appropriste boards and the Office of Genersl
Services, the governmental body or agency shall notify the Lessor that it has elected 10 exercise its right of
renewal pursuant to the fease,  The Office of General Services may send each a renewal request form and a
reminder notice well in advance of these deadlines.

(0 Under oo circumstances will the requesting governmental body or stale agency confact or
negotiate lease terms with any real estate agency, broker, buiider, owner, or representative in reference (o
space needs without the prior written consent of the Office of General Services,

{g} The Office of General Services will begin investigation of available rental space within ten
(10} working days afler receiving the "Request for Space Form™,

() When processing requests for space, the Office of General Services will [irst determine
whether appropriate state-owned or stale-leased space is available belore exploring commercial space
alternatives. 17 such space is available, the Office of General Services will direct the requesting agency or
governmental body to occupy said space.  H oslate-owned or glate-leased space 13 unavatlable or



mappropriate, the Office of General Services shall begin a solicitation process to secure proposals for
commercial space from as many qualified developers and/or brokers as is practicable.

{i) Rental rates will be determined by the Office of General Services for ali leases by vse of
standard acceptable market rent analysis methods.

2. TYPES OF LEASE TRANSACTIONS
Al state leases will be categorized as one of the following five types:

{#) Bxempt Leases. Those leases exempted in accordance with subgection C or otherwise
exemped by the Budpet and Control Board.

(h) Standard Lease, Al feases which commif less than $1 miltion in a five year period and which
do not involve equity acerual,

{cy Major Leases.  Any fease which compnits $1 million or more in a five vear period but which s
otherwise staudard in all respocts.

{0y Lease/Purchases.  All lease transactions which include olauses providing for equity accrual.

(¢} Other Leases. Al leases which are not encompassed by the first four categories, At its
diseretion, te Office of General Services may place any proposed lease transaction in thiy catepory if i
involves complex issues or methodologies which warrant special handling.

3 EXEMPT LEASES

All exempt leases will be administered in accordance with regulations and procedures outlined in
subsection C or Budget and Control Board directives.

4 STANDARD LEASES

() The Office of General Services will be responsible for managing alt aspects of soliciting Jease
proposaly from comnercial entities.  In all solicitations, the Office of General Services is required to
assure that eauilnble competition occurs in the broadest market practicable.

(L) The Office of General Services will review all proposals from prospective Lessors with the
agency or povernmental body,  The Office of General Services will recommend flie proposal which ofters
the most cost efTectve terms and conditions to the agency or governmental body afler satisfying subjective
ceiterin such as parking, location requirements, special needs, ete.  [f the agency accepts the
reconnnendation, General Services will make the selection and begin negotiations o finabize the ease
transaoiion.

(¢} I the speney or governmental body cannot accept the Office of General Servieey
recommendaiion, the dispute shall be referred to the Budget and Control Board, which will make the final
defermmination,

{d) Fvaluntion criteria shall inciude total cost (includieg rental pavments, apfitting costs,
escalations, additional rents, operating, and ail other costs) and location.  Other subjective eriteria such as
parking and other special needs may be included.  Total cost shajl be given the highest weight of any single
factor.

() Before making a recommendation, the Office of General Services shall verify that:

(1% alt prior approvals have been obtained;

{2y adequate funds exist for the lease payments;

{3y fease payments are no more than fair market rental,  and
(43 upfitting costs are na more than reasonable market costs,

(£ The Office of Genoral Services may reject the agency's request for additional space and/or
space al a speeilic locwdion.

5. MATOR LEASES

(a) Al repulations and procedures for standard leases will apply to all major leases.

(b} All major leases must be reviewed by the Joint Bond Review Comimittee and approved by the
Budget and Control Board before a final lease becomes effective,

6. LEASE/PURCHASES
Adl regulations and procedures for major leases will apply o lease/purchase transactiens.
7OOTHER LEASES



(a) At its discretion, the Office of General Services may place any proposed lease (ransaction in
this category if it involves complex issues or methodologies which warrant special handling.

{b) The Office of General Services shall determine which of the above regulations are applicable
to any special lease situation and may adopt additional procedures to meet special needs on a case by case
basis,

8. STANDARD LEASE DOCUMENTS

{a) The Office of General Services will be responsible for drafting and updating the state standard
lease docament.

{(b) The state standard lease document will be used in all lease negotiations unless a substitute
ducurnent is approved in advance by the Office of General Services.

{¢) The state lease document will incorporate cancellation pravisions including a right to cancel in
the event of a (a) non-appropriation of funds for the renting ageney, () dissolution of the agency and (¢) the
avaifability of public space in substitution for private space being lensed by the agency.

B. LEAST OF STATE-QOWNED REAL PROPERTY

No governmental bedy shalf contract with any commereial entity or other governmental body for the
tease, renlal, or use of state-owned real property whether it be Gtled in the name of the State of South
Carclina or any governmental body, withoul approval of the Office of Generat Services, excent as specificd
m subsection C. Requests shall be directed to the Office of General Services.  The Office of Geuers!
Services shall negotiate or approve the terms of all leases of state-owned real property unless (he
povermmental boady has beon exempted,

COEXEMPTIONS

The Budpet and Control Board may exempt goveramental bodics from feasing state-owned and non
stute-owned real property tirough the leasing procedure herein required provided, however, that annual
reports be filed with the Office of General Services, prior to July | of each year.  Annual reports shall
contain copies of all existing leages of state-owned and non state-owned real property.  The Budpat and
Caontrol Board may Hmit or withdraw any exemptions provided for in this Reguiation.

HISTORY:  Added by Siate Register Volume 23, Issue No. 5, eff May 28, 1999,






REGULAR SESSION
ITEMNUMBER /1

STATE BUDGET AND CONTROL BOARD
MEETING OF December 12, 2012

AGENCY:  Division of General Services

SUBJECT: College of Charleston Lease at 4750 Goer Drive in North Charleston

The College of Charleston requests approval {o lease from Virgie C. Simmons Family, LLC
{Landlord) 44,318 square feet at 4750 Goer Drive, Suites D & E in North Charleston. Landlordisa
South Carolina limited Hability company with its principal office in Charleston, South Carolina,

The College currently occupies the leased space at an annual cost of $236,658.12 (85.34 per square
foot) by lease agreement which expired October 14, 2011 and is currently in holdover status. In
addition to rent, the College is responsible for electricity, janitorial and security charges of
approximately $23,477 annually, The College’s total annual cost for the present year under the
current lease is approximately $260,135.12 (35.87 per square foot). The leased space is used to
house the College’s central warehouse and receiving department.

The new lease was negotiated after a solicitation for space was issued, The lease term will be ten
years commencing December 15, 2012, Rent will be $18,465.83 per month or $221,590.00 per
vear ($5.00 per square foot annually) for the first two years of the lease; thereafter, the annual
rate per square foot will increase to $5.10 for years three (3) and four (4), $5.20 for years five (5)
and six (63, $5.30 for years seven (7) and eight (8), and $5.40 for years nine (9) and ten (10}, In
addition to rent, the College will continue to be responsible for its electricity, janitorial and
security charges. All other operating costs are included with rent and the College is not
responsible for any increases of such expenses.

Landlord will continue to provide adequate surface parking adjacent to the building. The proposed
lease will save the College $15,068.12 in the first year of the lease and an estimated $62,045.20
over ten years. The proposed lease further avoids moving, network wiring and other costs
associated with relocating to a new facility,

The maximum rent over the term of the lease with estimated electricity, janitorial and security
charges (other charges) is as follows:

Year Rent Rent | Other Total Cost | Total
Rate/SF| Charges | (estimated) |Cost/SF
{est.)

i % 221,590.000 8 5.001$23,477.00%8 245,067.00/5 5.53

2 S 221.590.001% 5.00|$23,477.00% 245,067.00,$ 553

3 § 226,021.80($ 5.10|$23,477.0018 249,498.80 5 5.63

4 5 226,021.80/$ 5.10]$23,477.00 % 249.498.80; % 5.63

5 % 230,453.601% 5.20($23,477.008 253,930.60 % 5.73

6 S 230,453.600 % 5.201$23,477.008 253930.600% 5.73

7 6 23488540 % 5.301$23477.008 2358.362.40 % 5.83

8 6 234.885.40/ % 5.301$23,477.001% 258362408 3.83

9 5 239,317.20/$ 5.401323,477,0018 262,794.20% 5.93

10 § 23931720/ % 5.401$23,477.00 % 262,794.201 3 593

Ten year total $2,304,536.00 $2,539,366.00

Ten year 5 230,453.60: § 520 $ 253,930.60 3 5.73

average




STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF December 12, 2012 ITEM NUMBER /! Page?

AGENCY:  Division of General Services

SUBJECT: College of Charleston Lease at 4750 Goer Drive in North Charleston

Comparables of similar commercial warehouse space leased in the Charleston area are as follows:

Lease Date Agency/Location Rate

Commercial | Shatom Byit, LLC (Owner), 1026 Legrand Blvd., Charleston $8.00

Commercial | 311 Huger, LLC (Owner), 311 Huger Street, Charlesion $7.28

Commercial | Amstar/CK Charleston LLC, 2345 Charleston Regional $6.13
Parkway

The College has adequate funds for the lease according to a Budget Approval Form dated
November 16, 2012, which also includes a mulii-year plan. The leased space includes 28,492
square feet of non-climate-controlled warehouse space and 11,094 square feet of climate-controlled
warehouse space, The remaining 4,732 square feet is office space to accommodate & employees
and includes a restroom, entry area, break room, kitchern, and receiving area.

No option to purchase the property is included in the lease. The warehouse building at 4750 Goer
Drive was constructed in 1979, An environmental assessment dated November 11, 2008
recommends no further assessment is necessary, The lease was approved by Stephen C. Osborne,
Executive Vice President for Business Affairs on behalf of the College of Charleston and by Virgie
C. Simmons, sole member of Landlord, The lease was approved by the Commission on Higher
Education on May 26, 2011,

The lease was presented to JBRC for approval on June 1, 2011, at which time the College of
Charleston was asked to consider space on the Charleston Naval Base. The only available space on
the Naval Base is the South Carolina Public Railways warchouse. Upon visiting the site, the
Coilege of Charleston determined that the site was not suitable for its needs due to its location, the
extensive renovations that would be required to make the space usable, and the higher rent rate. No
terms of the original lease presented on June 1, 2011 have changed with the exception of an
additional reduction in rent from a ten year average of $5.93 per square foot to $5.73 per square
foot. The lease was presented again and approved by the Joint Bond Review Commiittee at its
December 4, 2012, meeting,

BOARD ACTION REQUESTED:

Approve the proposed ten year lease for the College of Charleston at 4750 Goer Drive in North
Charleston.

ATTACHMENTS;

Agenda item worksheet; Letters from the College of Charleston dated May 9, 2011 and November 13,
2012; SC Code of Laws Sections 1-11-55 and 1-11-56



BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

Meeting Scheduled for: December 12, 2012 Regular Agenda

1. Submitted by: ‘ i
{a) Agency: Division of General Services /9 M. W,&'M

(b)y  Authorized Official Signature: Carls Griffin, 'Ifeputy Bifector

2. Subject: Coliege of Charleston Lease at 4750 Goer Drive in North Charleston

3. Summary Background Information:

The College of Charleston requests approval to lease from Virgie C. Simmons Family, LLC
(Landlord) 44,318 square feet at 4750 Goer Drive, Suites D & E in North Charleston. Landlord
is a South Carolina limited liability company with its principal office in Charleston, South
Carolina.

The College currently occupies the leased space at an annual cost of $236,658.12 ($5.34 per
square foot) by lease agreement which expired October 14, 2011 and is currently in holdover
status. In addition to rent, the College is responsible for eleciricity, janttorial and security
charges of approximately $23,477 annually. The College’s total anmual cost for the present
year under the current lease is approximately $260,135.12 ($5.87 per square foot). The leased
space is used to house the College’s central warchouse and receiving department.

The new lease was negotiated after a solicitation for space was issued, The lease term will
be ten years commencing December 15, 2012, Rent will be $18,465.85 per month or
$221,590.00 per year ($5.00 per square foot annually) for the first two years of the lease;
thereafter, the annual rate per square foot will increase to $5,10 for years three (3) and four
{4, $5.20 for years five (5) and six (6), $5.30 for years seven (7) and eight (8), and $5.40 for
years nine (9} and ten (10). In addition to rent, the College will continue to be responsible
for its electricity, janitorial and security charges. All other operating costs are included with -
rent and the College is not responsible for any increases of such expenses.

Landlord will continue to provide adequate surface parking adjacent to the building. The
proposed lease will save the College $15,068.12 in the first year of the lease and an estimated
$62,045.20 over ten years. The proposed lease firther avoids moving, network wiring and
other costs associated with relocating to a new facility.

The maximum rent over the term of the lease with estimated electricity, janitorial and security



charges (other charges) is as follows:

Year Rent Rent {Other Charges] Total Cost | Total
Rate/SF {est) (estimated) |Cost/SF|
1 $ 221,500,001 % 5.00 | $23477.00 (8 245067.00] § 553
2 $ 221356000 8 5.00 1 $23,477.06 {§ 245,067.00] § 5.53
3 § 2260218073 5.10 | $23,477.00 |3 249498.80| § 5.63
4 $ 2260218018 510! $23477.00 |$ 249,458.80| § 5.63
5 $ 230,453.60| $ 5.2G | $23,477.00 1$ 253,930.60[ § 3.73
6 § 230,453.60| % 520 $23,477.00 |$ 253,930.60 § 5.73
7 3 234,88540| % 5.30 ) §23,477.00 {$ 25836240, § 583
g $ 234 88540| 8 530 $23477.00 (% 258362.40] % 5.83
9 § 239317201 % 540 1 $23,477.00 |§ 262,794201 § 5.93
10 $ 239317200 8 540 | 2347700 \$ 262,794.20/ § 593
Ten year fotal  [$2,304,536.00 $2,539,306.00
Ten yvear average {§ 230,453.68| § 520 $ 253,930.60) § 573

Comparables of similar commercial warehouse space leased in the Charleston area are as
foliows:

Lease Date Agency/location Rate
Commercial | Shalom Byit, LLC (Owner), 1026 Legrand Blvd., Charleston $8.00
Corumercial | 311 Huger, LLC (Owner), 311 Huger Street, Charleston 3$7.28
Commercial | Amstar/CK Charleston LLC, 2345 Charleston Regional Parkway | $6.13 |

The Coliege has adequate funds for the lease according to 2 Budget Approval Form dated
November 16, 2012, which also includes a multi-year plan. The leased space includes 28,492
square feet of non-climate-controlled warehouse space and 11,094 square feet of climate-
controlled warehouse space. The remaining 4,732 square feet is office space to accommodate 6
employees and includes a restroom, entry area, break room, kitchen, and receiving area.

No option to purchase the property is included in the lease. The warehouse building at 4750
Goer Drive was constructed in 1979, An envitonmemtal assessment dated November 11, 2008
recommends no further assessment is necessary. The lease was approved by Stephen C.
Osbome, Executive Vice President for Business Affairs on behalf of the College of Charleston
and by Virgie C. Simmons, sole member of Landlosrd. The lease was approved by the
Commnission on Higher Education on May 26, 2011,

The lease was presented to JBRC for approval on June 1, 2011, at which time the College of
Charlesten was asked to consider space on the Charleston Naval Base. The only available
space on the Naval Base is the South Carolina Public Railways warehouse, Upon visiting the
site, the College of Charleston determined that the site was not suitable for its needs due to its
location, the extensive renovations that would be required to make the space usable, and the
higher rent rate. No terms of the original lease presented on June 1, 2011 have changed with
the exception of an additional reduction in rent from a ten year average of $5.93 per square foot
to $5.73 per square foot. The lease was presented again and approved by the joint Bond
Review Committee at its December 4, 2012 meeting,

4. What is the Board asked to do? Approve the proposed ten year lease for the College of
Charleston at 4750 Goer Drive in North Charleston,



5. What is the recommendation of the Division of General Services? Approval of the
proposed ten year for the College of Charleston at 4750 Goer Drive in North Charleston.

6. List of Supporting Documents:
{a) Letters from the College of Charleston dated May 9, 2011 and November 13, 2012
(b} SC Code of Laws Sections 1-11-55 and 1-11-36



COLLEGEo
CHARLESTON

May 9, 2011

Lisa ¥, Catalanctto

Program Managst/Attorney, Real Property Management
South Carolina Budget and Centrol Board

General Services Division

Property Services

1201 Main Street, Suite 420

Columbia, SC 29201

RE: Laase Number 002753/4750 Goaer Drive Units D&E

Dear Ms. Catalanotto:

The College requests approval to renew lease number 002753 for 4750 Goer Drive Units D & E
for a tan yaar period beginning October 15, 2011 ang ending on Ottaber 14, 2021.

This lease provides the College with 44,318 SF of rantable office and warehouse space as well
as thirteen (13) parking spaces, which is used to houge our central warehouse and receiving

department,

A recent solicitation was conducted by the Office of Genarat Services and indicated that this
leass is the bast value. There are no facilities with a comparatie number of storage, office and
parking spaces available at lower rental rates.

We appreciate your assistance in cbiaining JBRC and Budgst and Controi Board approval for
the requested renewal of this lease.

Sincarely,
<SHphon L, Lythwre_

Stephen €. Osbome
Executive Vice Presitdent for Business Affairs

48 GEORGE 57. | CHARLESTON, 5C 29424-100%



COLLEGEo
CHARLESTON

November 13, 2012

Astiley Lancaster

South Carolina Budyget and Control Board
General Services Division

Property Sarvices

1201 Main Street, Suite 420

Columbia, SC 26201

RE: Warehouse Space

Dear Ms. Lancaster:

The College conducted an in-depth review of South Carolina Public Railways' lease propasal
and its warehouse space. We believe that it is in the best interest of the College and the State
for us fo renew our current lease for warehouse space based on the proposal from Simmons
Realty Company dated August 23, 2011,

We respectfully request that this lease be included on the agenda for the Budget and Control
Board meeting in December,

Sincerely,

m&.@&%/

Stephen C, Osborne ,
Executive Vice President for Business Affairs



SECTION 1.11-58, Leasing of real property for governmental bodies.

(1) “Governmental body” means a state government department, commission, councit, board, bureau,
committes, institution, coliege, university, technical school, legislative bady, agency, government
corporation, or other establishment or official of the executive, judicial, or legistative branches of this
State. Governmental body excludes the General Assembly, Legislative Council, the Office of Legisiative
Printing, Information and Technology Systems, and all tocal politicai subdivisions such as counties,
municipalities, school districts, or public service or special purpose districts.

(2} The Budget and Controi Board is hereby designated as the single central broker for the leasing of real
property for governmental bodies, No governmental body shall enter into any lease agreement or renew
any existing lease except in accordance with the provisions of this section.

{3) When any governmental body needs to acquire real property for its aperations or any part thereof and
state-owned property is not available, it shall notify the Office of General Services of its requirement on
rental request forms prepared by the office. Such forms shall indicate the amount and location of space
desired, the purpose for which it shail be used, the proposed dafe of occupancy and such other
information as General Services may require. . Upon receipt of any such request, General Services shall
conduct an investigation: of available rental space which would adequately meet the governmental body’s
requirements, including specific locations which may be suggested and preferred by the governmental
body concermed. When suitable space has been located which the governmental body and the office agree
meets necessary requitements and standards for state leasing as prascribed in procedures of the board as
provided for in subsection (5) of this section, General Services shall give its written approval to the
governmental body to enter into a lease agreement. All proposed iease renewals shail be submitted to
Gieneral Services by the time specified by General Services.

(%) The board shall adopt procedures to be used for governmental bodies to apply for rental space, for
acquiring leased space, and for leasing state-owned space to nonstate lessees.

(5) Any participant in a property transaction proposed ta be entered who maintains that a procedure
provided for in this section has not been property followed, may request review of the transaction by the
Direetor of the Office of General Services or his designee.

SECTION 1-11-36. Program to maaage leasing; procedures.
The State Budget and Control Board, in an effort to ensure that funds authorized and appropriated for rent

are used in the most efficient manner, is directed to develop a program to manage the leasing of all public
and private space of state agencies. The board’s regulations, upon General Assembly approval, shail
tuclude procedures for:

(1) assessing and evaluating agency needs, including the authority to require agency justification for any
request to lease public or private gpace;

(2) establishing standards for the quality and quantity of space to be Jeased by a requesting agency;

{3) devising and requiring the use of a standard lease form {approved by the Attorney General) with
provisions which assert and protect the state’s prerogatives including, but not limited to, a right of
eancellation in the event oft

{a) a nonappropriation for the renting agency,

{b) a dissolution of the agency, and

(¢) the nvailability of public space in substitution for private space being leased by the agency;

(4) rejecting an agency’s request for additional space or space at a specific location, of both;

(5) directing agencies o be located in public space, when available, before private space can be leased;
(6) requiring the agency to submit a multi-year financial plan for review by the board’s budget office with
copies sent t0 Ways and Means Committee and Senate Finance Committee, before any new lease for
space is entered into; and requiring prior review by the Joint Bond Review Committee and the
requirement of Budget dnd Control Board approval before the sdoption of any new lease that commits
more than one million dolfars in & five-vear period; and

{7) requiring prior review by the Joint Bond Review Committee and the requirement of Budget and
Controf Board approval before the adoption of any new [ease that commits more than one miilion doliars
in a five-year period.



STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF December 12, 2012 ITEM NUMBER _ /&~

AGENCY: Procurement Services Division

SUBJECT:  Waiver to Extend the Maximum Time on a Mulii-Term Contract for Lander
University

Section 11-35-2030(4), of the SC Consolidated Procurement Code limits the maximum time for
any multi-term contract to seven years unless otherwise approved by the Board. Lander
University has asked the Materials Management Office (MMO) to assist in seeking Board
approval to authorize MMO to solicit on Lander’s behalf a contract for up to ten (10) years for its
food service operations. Lander officials believe a contract term of ten years will attract greater
capital investment by the offerors, which the university intends to use to renovate existing food
service venues by renovating the kitchen, remodeling dining areas, enhancing the Bearcat Café
and/or construct new venues such as increasing the size of the dining hall by enclosing the patio
and expanding dining options at the library

BOARD ACTION REQUESTED:

Under authority of SC Consolidated Procurement Code Section 11-35-2030(4), consider Lander
University’s request for a multi-term contract for food service operations and authorize the
solicitation of proposals and award of a contract for up to ten {10) years,

ATTACHMENTS:

Agenda item worksheet; Letter of request from Lander University; Follow up Email from Lander
University; Section 11-35-2030(4) of the SC Consolidated Procurement Code



BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

Meeting scheduled for;: December 12, 2012 Regular Agenda

Submitted by:

(a) Agency: Procurement Services Division ;};
{b) Authorized Official Signature: R. Voight Shealy, Materials Management Otficer

2. Subject: Waiver to extend the maximum time on a multi-term contract for Lander University

3. Summary Background Information:

Section 11-35-2030(4), of the SC Consolidated Procurement Code limits the maximum time for any
multi-term contract to seven years unless otherwise approved by the Board. Lander University has asked
the Materials Management Office (MMO) to assist in seeking Board approval to authorize MMO to solicit
on Lander’s behalf a contract for up to ten (10) years for its food service operations. Lander officials
believe a contract term of ten years will attract greater capital investment by the offerors, which the
university intends to use to renovate existing food service venues by renovating the kitchen, remodeling
dining arveas, enhancing the Bearcat Café and/or construct new venues such as increasing the size of the
dining hell by enclosing the patio and expanding dining options at the library.

4. What is Beard asked to do?

Under authority of SC Consolidated Procurement Code Section 11-35-2030{(4), censider Lander
University’s request for a multi-term contract for food service operations and authorize the solicitation
of proposals and award of & contract for up 1o ten (10) years,

5, What is recommendation of Board division involved? As stated in ltem 4. above.

6. Recommendation of other office (as required)?

(a) Authorized Signature:
(b) Division/Agency Name:

7. List of supporting documents:

(@) Letter of request from Lander University
{b) Foliow up Email from Lander University
(b) Section 11-35-2030(4) of the SC Consolidated Procurement Code



iovri\;?;d mT;2
LANDER UNIVERSITY

Office of the Vice President for Buginess and Administration

August 29, 2012

Mr, Delbert H. Singleton, Jr.
SC Budget and Control Board
Procurement Services Divigion
1201 Main St., Suite 600
Columbia, SC 29201

Dear Mt Singleton:

Lander University's Food Service Operations confract expires May 15, 2013. We are working diligently to
complete the specifications to begin the RFP process to form a new contract. This iast contract was for a
seven (7) vear term and we feel that it would be most effective for our University to respectiully request
approval for a maximum contract term of ten (10} years,

In the next two or three years we will ask our food services contractor to pariner with us in the expansion of
our currant dining facility to take in a current outdoor space. itis also our plan o hring a national brand
sandwich shop {for example Subway or Blimple} to our campus to enhance the current grill. The
University Master Plan, Phase Il has a proposed Athenetm, which will include a dining facility as part of
that construction project. Lastly, all of the curtent dining facilities will require updating and refurbishment
on a routine basis. :

The magnitude and complexity of providing these services to an institution of higher education confirm that
longer term contracts are both manageable and prudent. To encotrage participation in this offer, a 10-
year contract would enable the University to negotiate for future capital investments as well as allow for
amoriization of these capital investments throughout the contract period.

Thank you for your consideration, f you should have any questions, piease do not hesitate o giveme a
call.

lenda E, Ridgely |
Vice President for Business and Administration

320 Stanisy Avemje « Greenwood. SC 29649 v (B64) 388-8305 » Fox (B44) 388-8056 Ww.lanaer,edu



Fuller, Laurie

From; Mary McDaniel <mmedaniel@lander.edu>
Sent: Tuesday, November 20, 2012 10:20 AM
To: Stevens, Jehn

Co: Shealy, Voight, Glenda E. Ridgely
Subject: Lander University Food Service Contract
Follow Up Flag: Follow up

Flag Status: Flagged

Hi John and Voight,

i hope all is wetl with you both. in talking with you, John, 1 understand that‘ Voight is puiting together the agenda ftem
for the December Budget and Control Board meeting. ! thought it may be necessary for me to add to the priginal items
that | sent requesting this 10-year term contract.

The Food Services program at Lander has evolved over the past decade to its current status as an Industry recognized
program that enjoys an extremely loyal/satisfied customer base and a sound financial foundation. This evolution did not
happen by accident. Rather, itis the result of the institution’s commitment to providing the best educational experience
to its students while doing everything possible to maximize each student’s opportunity to succeed in his/her educational
pursuits. Food services at Lander is not viewed as simply a necessary service required by the student body, butas a
strategic asset that plays a significant rofe in pursuing its mission of acting with integrity, dignity and competence in our
service to residents and the university community. Thus, continued investment in this program is not an optian, but a
necessity as the institution continues its pursuit of excellence in accomplishing its mission.

The financial success of the Food Services program has benefited the institution in several ways. Over the pasi 5 years,
more than 27.5% of Foad Services revenue has been allocated to other program needs of the institution, including debt
service, facliities maintenance, and student financiaf aid. These allocations have been made possible through the
efficient, profitable operation of the Food Services program, while providing a program that is high guality, nutritious,
and competitively priced.

Currently, the institution has identified at least 5 areas within the Food Service program that will reguire approximately
$ 2M - $ 2.5M capital investment during the next 10 years. These investments are necessary to ensure that the Food
Services program continues its high quality offerings in facilities that are both functionai and aesthetically pleasing. The
useful life of these investments exceeds, in most instances, the requested 10 year term of the Food Service contract. For
this reason, a 10 year contract which will allow a financially responsible amortization within accepted accounting
principles is, in the apinion of the institution, hoth reasonabie and justified. A shorter amortization period would put
unnecessary financial pressure on the Food Services prograr, which could resuit in reduced funds being available for
other instituticnal needs.

If you shouid need additional information from me, please do not hesitate to jet me know. | hope you both have a great
Thanksglving!

Mary

Mary W. McDaniel
Drector

Procurement and Retail Services
Lander University

Phone 864.388.8242

Fax  864.388.8891

mmedaniel@lander.eduy



EXCERPT FROM THE CONSOLIDATED PROCUREMENT CODE

SECTYON 11-35.2030, Multi-term contracts.

(1) Specified Period. Unless otherwise provided by law, a contract for supplies, services, or information
technology must not be entered into for any a period of more than one year unless approved in a manner
prescribed by regulation of the board. The term of the contract and conditions of renewal or extension
must be included in the solicitation and funds must be available for the first fiscal period at the time of
contracting. Payment and performance obligations for succeeding fiscal perieds must be subject to the
availability and appropriation of funds for them.

(2) Determination Prior to Use. Before the utilization of a multi-term contract, it must be determined in
writing by the appropriate governmental body that:

(a) estimated requirements cover the period of the contract and are reasonably firm and continuing; and

{b) such a contract serves the best interests of the State by encouraging effective competition or otherwise
promoting economies in state procurement,

{3} Cancellation Due to Unavailability of Funds in Succeeding Fiscal Periods. When funds are not
appropriated or otherwise made available to support continuation of performance in & subsequent fiscal
period, the contract must be canceled.

(4) The maximum time for a multi-term contract is five years, Contract terms of up to seven years may be
approved by the designated board officer. Contracts exceeding seven years must be approved by the board.






STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF December 12, 2012 ITEM NUMBER /3

AGENCY:  Budget and Control Board

SUBJECT:  Future Meeting

The next regular meeting of the Budget and Control Board will be held at 9:00 a.m. on Tuesday,
January 29, 2013, in Room 252, Edgar A. Brown Building,

Schedule of Remaining Meetings in 2013

March 5, 2013
May 7,2013
June 18, 2013
Angust 13,2013
October 22, 2613
December 10, 2013

BOARD ACTION REQUESTED:

Agree to meet at 9:00 a.m. on Tuesday, January 29, 2013, in Room 252, Edgar A. Brown
Building.

ATTACHMENTS;




STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF December 12, 2012 ITEM NUMBER / 4

AGENCY: Division of State Information Technology

SUBJECT: Update on Monitoring for State Agencies

The Division of State Information Technology will provide an update on the project to extend
network monitoring services to all cabinet agencies. The update will include the following
discussion topics:

» Overview of Network Monitoring Services
s Key Tasks and Activities Required to Implement Service
e Progress to Date
e Next Steps
BOARD ACTION REQUESTED:

Receive as information an update from the Division of State Information on the project to extend
network monitoring services to all cabinet agencies.

ATTACHMENTS:




