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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING


February 21, 2008             2:30 P. M.
The Budget and Control Board (Board) met at 2:30 p.m. on Thursday, February 21, 2008, in the Governor's conference room in the Wade Hampton Office Building, with the following members in attendance:

Governor Mark Sanford, Chairman;

Mr. Converse A. Chellis, III, State Treasurer;
Mr. Richard Eckstrom, Comptroller General; and
Senator Hugh K. Leatherman, Sr., Chairman, Senate Finance Committee. 
Representative Daniel T. Cooper, Chairman, Ways and Means Committee, participated in the meeting by telephone.

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

Adoption of Agenda for Budget and Control Board

Mr. Eckstrom stated that he had a correction to the agenda in that the description of the property needs to be adjusted.  He said the size of the maintenance facility is listed as 13,256 square feet which is the first floor.  He said he presumed that the acquisition was for the second floor as well which makes the acquisition consist of 16,698 square feet.  Mr. Roberson said that both floors are being acquired and that they were just using measurements of the first floor.  

Upon a motion by Mr. Eckstrom, seconded by Senator Leatherman, the Board adopted the Budget and Control Board agenda as amended to correct the description of the item on the agenda.
Office of State Budget:  Real Property Acquisition (Regular #1) 
The Office of State Budget recommended approval of the following real property acquisition:
	Agency:
	Budget and Control Board

	Acreage:
	1.27± acres and a 16,698 square foot auto maintenance facility

	Location:
	At 516 Senate Street in Columbia

	County:
	Richland

	Purpose:
	To exercise option rights under a lease agreement to purchase property.

	Appraised Value:
	$1,670,000

	Price/Seller:
	$1,106,700 / Grey Associates

	Source of Funds:
	Other, Fleet Operation and Ordinary Sinking Funds

	Project Number:
	F03-9844

	Environmental Study:
	Approved

	Building Condition Assessment:
	Approved

	Additional Annual Op Cost/SOF:
	No additional operating costs are anticipated as the Board currently pays operating costs under the lease.

	Current Year Property Tax:
	$6,383

	Approved By:
	JBRC on 12/4/07

	Additional Information:
	This request also includes approval of an increase to the permanent improvement project to $1,150,000 with the fund sources noted above.



Mr. Eckstrom stated that he wanted to reiterate some of the concerns he expressed a few weeks prior when the Board met on this matter.  He stated that his concern is whether this proposal represents the best interests of the State.  He said that there are a number of issues.  Mr. Eckstrom said that one is that the State is aiming toward maintaining a piece of property that is being used for industrial use in the middle of commercial development that the private sector is developing out.  He noted that there have been long range plans developed and none of the uses incorporate this type of use.  He said that property would be used for residential purposes and for mixed commercial purposes, not for the industrial purpose the State is proposing that this property is to be used for.  He said this property is in the middle of property that is being developed for higher and better uses.  He said that he asked at the last meeting whether the community that has been responsible for driving these plans had been consulted and that he has learned since that it has not.  


Mr. Eckstrom further stated that when he thinks about the public purpose doctrine he comes up short on how this proposal fits within the broad parameters of the public purpose doctrine.  He said that he really does not see within that doctrine the sort of flexibility that would permit the State to pursue a transaction that seems to be driven largely by a profit motive.  He stated that is a motive that ought to reside in the private sector and does not fit within the public purposes for any government.  


Mr. Eckstrom also stated that he has some concern that the proposal does not in the long run represent the best economic interest of the State.  He said if the State pursued this location as a garage it would be temporary.  He noted that the Board has talked for a long time about consolidating vehicle maintenance facilities and try to gain efficiencies from that consolidation.  He said this move pushes the Board in a different direction and slows down any consolidation efforts on the part of the State.  Mr. Eckstrom asked that members of the community be given the opportunity to express their opinions as well.


Senator Leatherman asked Mr. Eckstrom whether the public purpose doctrine also includes looking out for the taxpayers’ dollars.  Mr. Eckstrom said that is assumed and that there are different ways one can look out for taxpayer dollars.  He said he is not sure that this is one of those ways and that the Board has been presented with opportunities to acquire real estate before and then disposes of it.  He said that the State does not make money in those instances, but loses money.  He said that if the Board is driven by a sense to look out for taxpayers’ dollars the Board would run from opportunities like this one.  Senator Leatherman in response said that he does look out for the taxpayers’ dollars.  Mr. Eckstrom said that he does not question that at all.  


Senator Leatherman asked Mr. Eckstrom whether he was aware that the lease obligated the State through 2013 to which Mr. Eckstrom replied that he was not aware of that.  Mr. Eckstrom stated that Article 13 of the lease permits the State to exercise a 30-day notice to end the lease.  Senator Leatherman asked whether there were any costs associated with terminating the lease.  Mr. Eckstrom said that there are costs.  He pointed out that Article 13.10, “Cancellation Privilege”, of the lease provides that the lease may be cancelled at the end of any fiscal year if revenues, income, grants, or other funding are not provided by General Assembly.  He also noted that the lease may be terminated if the tenant is dissolved and no longer performs the function that is ascribed to it or if it is determined by the Board that the square footage of the premises is in adequate, insufficient, or unnecessary for normal operations.  He said that if the Board were to decide that it would be in the State’s better interest to consolidate facilities somewhere else this section of the lease allows the Board to do so.  He also noted that the appraisal firm has indicated that the property’s use as an auto garage is not its maximum productive use and is considered an interim use.


Senator Leatherman asked Mr. Eckstrom whether he knew how much money the State has put into the facility.  Mr. Eckstrom said he was told that not much money has been put into the facility.  Mr. Roberson said that between USC and the Board $300,000 has been put into the facility at the beginning of the lease by installing lifts and updating it.  


In further discussion, Mr. Eckstrom noted that if the State buys this property it would be taken off the tax rolls.  He said that property in the Columbia area at large is already 50% publicly owned and that the tax rolls of the City of Columbia are deprived of half of the property.  He said that the Board should be hesitant to add to that list of deprived properties.  He further stated that there is the risk of forestalling serious economic development in the area if the Board went through with this purchase.


Mayor Bob Coble, City of Columbia, appeared before the Board on this matter along with Columbia City Councilwoman Tameika Isaac Devine, Bill Boyd with the Waterfront Advisory Committee, Mike Dawson with the Riverfront Alliance, and Columbia businessman Don Tomlin.  Mayor Coble said that the property does sit within the redevelopment areas that the city has been working on and he thanked the State and the Board for helping with the redevelopment.  He said that the Innovista development area is the future of the city’s growth with regard to the tax base and the private sector and that it would not be possible without the help and support of the State and USC.  He said that the use of the area is changing from older industrial to retail and residential.  Senator Leatherman asked Mayor Coble whether the property lies within the River Alliance area to which Mayor Coble responded that it does.  


Ms. Devine also pointed out that if the State purchased the property it would be taken off of the tax rolls.  She stated that the City of Columbia has made a concerted effort to try and put more property on the tax rolls because they had reached the 50% mark of not having property on the tax rolls.  She said that when the area is completely built out it will have a tremendous impact to the State and its ability to be a regional player.  She said that with the significant investment in the area there are a lot of people looking to invest privately in the area.  She said that use of the property will be a nonconforming use in relation to the overall planned development for the area.  


Senator Leatherman asked Mayor Coble whether it is correct that if the State did not buy the property would it be in the hands of a private owner at the end of the lease in 2013.  Mr. Coble responded that that is correct.  Senator Leatherman stated that the State has been great for the City of Columbia when it comes to the City receiving property from the State.  He stated the City might be better off dealing with the State concerning the property in 2013 rather than a private owner.  Mayor Coble said he believes the City would always be better off dealing with the State.  


Mr. Boyd also added that the use of the property as a maintenance facility would not be a conforming use although it could be grandfathered for use for the same purpose.  He said in the long term it would be an incompatible use.  Senator Leatherman asked Mr. Boyd whether the City of Columbia might be better off dealing with the State concerning the property in 2013 rather than a private owner.  He reiterated that the State has been extremely good to the City of Columbia.  


Mr. Dawson told the Board that they are simply asking the Board to believe in their collective development vision which started in 1995 when it was decided that the rivers hold more for the State and the region than they have in the past 100 years.  He said they came to the Board around 1996 and asked it to endorse the “look” for the area.  He said one the first issues they took on was what to do with a slightly used prison complex.  He stated that the Board elected to let the City of Columbia buy the prison.  He said what they are asking is for the Board to share in the vision and, to do, that there is a significant amount of money that is needed.  Mr. Dawson said to do that they are still looking at the tax base as a way of providing the money.  

Senator Leatherman commented that he does not see how the State buying this property is an impediment to what is being proposed.  He stated that state ownership of the property in question might help them to achieve their vision quicker.  He said if ownership of the property stays the way it is it will be 2013 before anything can be done to it.  He said that buying the property will eliminate about $400,000 in lease payments and that buying the property valued at $1.6 million for $1.1 million is a win-win situation for the State.  Governor Sanford said that he respects that opinion but that it has a couple of different flaws.  He said one is the underlying hypothesis that the State is obligated through the entire lease period which is not the case.  He said that even if that were the case the appraisal shows that a garage is not the highest and best use.  He stated that the property could be sublet in a way that is more in tune with what the local community has planned.  He said that it is telling that all of the different local constituencies have indicated that their long term vision is different from that of the State.  He said to the Mayor’s credit there is growing life in downtown Columbia that was not in the city years ago.  He said putting a parking garage that shuts down in the evening with no one living there does not provide, the pedestrian foot print that is vital to bringing real life to downtown communities.  He stated that deference should be given to the local community with regard to the property’s use.  Governor Sanford further stated that because there are 15 maintenance sheds in the area maintenance could be handled elsewhere and that the State could entirely forego the $65,000 to $70,000 a year in lease payments resulting in a win-win situation.  


Senator Leatherman asked Governor Sanford to explain how the State purchasing the property impedes the development plan for the area.  He said it seems that having public ownership provides a much better chance of getting that done than if the property were in the private sector.  Governor Sanford said that in one way there is a competing use that is not in keeping with the other uses in the local community.  He said that in the short term it is a nonconforming use and in the long term the City of Columbia does not want to buy the property, but let the market forces work.


Mr. Tomlin commented that he appreciated everything the Board has done for the City of Columbia.  He requested that the Board help to fan the flames of entrepreneurship.  He said that Innovista is not exactly clicking yet and that they are out begging tenants to come to the area.  He said that when the master plan was done a lot of the appraisers raised prices because of the density of the area.  He said that will settle back down based on the inventory of available commercial property for sale in the private sector.  He said that if the property is off the market for the next five years for a noxious use relative to the types of uses that are needed in the area, it is one less piece that is available for sale to be developed.  He said having this property off the market for five years for use as a maintenance facility does not help to fan the flames of entrepreneurship.  

In further discussion, Senator Leatherman asked Mr. Tomlin whether the property would be off the market for the next five years under the lease to which Mr. Tomlin agreed.  Senator Leatherman said that his point is that if the State purchases the property and if the development gets to the point that the City needs the property there will be the opportunity for the City to come to the State to acquire the property.  He said if the State does not purchase the property it is off the market.  Governor Sanford commented that he does not understand the term “off the market for five years”.  Senator Leatherman said the property is under lease and is off the market.  Governor Sanford replied that the property can be sublet and that it is not locked off the market for the next five years because of the existing lease.  

Mr. Chellis said that he has been on the Board for five months and prior to that there was property that was up for bid in Ladson, South Carolina and the bid was not accepted because it was too low and the property is still with the State.  He said that the Sullivan’s Island property came to the Board back in August and September of last year and that they are working with the State in a similar manner.  He said that these are two examples of the Board working with a local community or working to make sure to maximize the income from the property.  He said he has a real problem when trying to work for the best interest of the State and one argues both sides of the issue.  He said another example is the Port Royal deal where the highest bids were taken for that property.  He said the State is in the business of maximizing the income from property the State may have.  Mr. Chellis said that he cannot understand how the Board cannot be fiscally responsible by not saying go ahead and purchase the property now.  He said purchasing the property does not take consolidation off the table.  He noted that Mr. Eckstrom said that he was working on consolidation but that he has not yet seen anything from Mr. Eckstrom.  He said he is all for consolidation of any of the property, but that he does not see how the Board cannot use common sense and purchase the property.  

Governor Sanford asked Mr. Chellis how many other Sullivan’s Islands, Ladsons, and Port Royals are there to which Mr. Chellis replied there is one.  Governor Sanford said that there are 15 maintenance sheds in the Midlands alone and that he would agree with Mr. Chellis if this was the only available maintenance shed.  Governor Sanford said that he has taken the liberty of talking to the Department of Transportation and they have said that they can assimilate within the existing maintenance shed on Shop Road all of the maintenance that is done in maintenance shed in question.  He said that will allow the State to forego the $65,000 to $70,000 yearly lease payment, address the idea of consolidation of maintenance facilities, and watch out for the taxpayers.  Mr. Chellis said that the appraisal on the property shows that the property would be even more beneficial to the taxpayers if the property were sold.  Governor Sanford stated that the Board’s track record with regard to buying property and selling has not been great.  He said if the objective is to buy property to flip it and make a profit that is not the core function of government and the Board’s track record has been deplorable.  He stated that months before Mr. Chellis came on the Board they were promised that if the property on Shop Road was bought it was a no lose situation and that the property was sold at a loss.  He said that with a pronounced recession the State may or may not be entering this is not the time to be buying property because an appraisal is at a point in time and not a guarantee in time.  

Senator Leatherman said that if the Board truly wants to help the City of Columbia why not look at consolidating the maintenance shops, buy the property, cut off the $400,000 in lease payments, and start working with the City to see if the Board can help them with their overall master plan by letting them have the property for what the Board paid for it.  Governor Sanford said why not go one step shorter and forgo buying the property and take the maintenance down to Shop Road.  

Jim Feda with the Department of Transportation advised the Board that he needed to clear up a misunderstanding.  He said that the Department of Transportation is willing to work with State Fleet in anyway it can.  He said that they have four bays at their equipment depot that are pretty much vacant that they could sublet or allow State Fleet to use.  Mr. Feda said that it is his understanding that DOT’s four bays would not be large enough capacity for State Fleet to maintain 1000 vehicles.  Mr. Roberson said that they have 1000 vehicles and USC has another 370 vehicles.  He stated that they have a 17 bay facility at the maintenance facility.  He said they looked at the facility on Shop Road but that their operation cannot be moved into that shop.  Governor Sanford said that when he talked to the chairman of the Department of Transportation he said that they could handle the 16 cars a day.  Mr. Roberson said that that is an average of 16 work orders a day which may equate to 16 cars a day or cars being left in a bay for an extended period of time while maintenance is performed on the car.  Mr. Roberson said Mr. Eckstrom asked them to breakdown a number of operations rather than a number of vehicles.

Governor Sanford said that with 15 different garages in the Midlands alone it should be possible to work within that group of 15 different garages to handle that need.  Mr. Roberson said that they have looked at those garages and they cannot find any one single place to accommodate their needs.  Mr. Chellis said that he is for consolidation and finding a facility that is large enough.  He said that question has been asked and there is presently no place like that.  

After further discussion, Senator Leatherman called for a vote on the matter.  Governor Sanford stated that he thinks approving this matter is a real mistake because these kinds of buy to earn proposals have proven to be disastrous.  He said that it is a real mistake given that local input is at odds with whether the use of the property conforms and is incompatible with what they are trying to do with the local community.  He said it is also a real mistake for the taxpayer given that there are 15 different garages in the Midlands alone and the choice then is made to not use what the State already has before buying another garage.  

Upon a motion by Senator Leatherman, seconded by Mr. Chellis, the Board approved the following real property acquisition as requested by the Office of State Budget:

	Agency:
	Budget and Control Board

	Acreage:
	1.27± acres and a 16,698 square foot auto maintenance facility

	Location:
	At 516 Senate Street in Columbia

	County:
	Richland

	Purpose:
	To exercise option rights under a lease agreement to purchase property.

	Appraised Value:
	$1,670,000

	Price/Seller:
	$1,106,700 / Grey Associates

	Source of Funds:
	Other, Fleet Operation and Ordinary Sinking Funds

	Project Number:
	F03-9844

	Environmental Study:
	Approved

	Building Condition Assessment:
	Approved

	Additional Annual Op Cost/SOF:
	No additional operating costs are anticipated as the Board currently pays operating costs under the lease.

	Current Year Property Tax:
	$6,383

	Approved By:
	JBRC on 12/4/07

	Additional Information:
	This request also includes approval of an increase to the permanent improvement project to $1,150,000 with the fund sources noted above.


Senator Leatherman, Mr. Chellis, and Mr. Cooper voted in favor of the motion.  Governor Sanford and Mr. Eckstrom voted against the motion.  

After the vote on this matter, Senator Leatherman stated that if Governor Sanford, Mr. Eckstrom or Board staff comes forward with a proposal to consolidate those 15 garages that makes sense to him he will support it.  He said that Mr. Eckstrom has looked at it for some time and he has not seen a plan.  He stated that the Board should instruct the staff to put together a plan to consolidate those 15 garages and bring it to the Board.  Governor Sanford said that he and Mr. Eckstrom have asked for an inventory of all properties for five years and have still not gotten it.  Mr. Eckstrom stated that it was received today.  Governor Sanford said that he cannot wait to look at it.

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

Adjournment

The meeting was adjourned at 3:30 p.m.


[Secretary's Note:  In compliance with Code Section 30-4-80, public notice of and the agenda for this meeting were posted on bulletin boards in the office of the Governor's Press Secretary and in the Press Room, near the Board Secretary's office in the Wade Hampton Building, and in the lobby of the Wade Hampton Office Building at 11:00 a.m. on Wednesday, February 20, 2008.]

