STATE BUDGET AND CONTROL BOARD

Meeting of Tuesday, February 8, 2011 -- 9:30 A. M.
Blatt Building, Room 101
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STATE BUDGET AND CONTROL BOARD BLUE AGENDA

/

MEETING OF February 8, 2011 ITEM NUMBER

AGENCY: State Treasurer

SURJECT: Bond Counsel Selection

The State Treasurer’s Office has provided the following notification of the assignment of bond
counsel for conduit issues (for ratification of issuer’s counsel only) 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
$1,350,000 SC JEDA Sumter Family YMCA Haynsworth Sinkler Pope Zeigler
Boyd
$11,650,000 SC JEDA | Covenant Place of Sumter, | Haynsworth Sinkler Nexsen Pruet
Inc. Boyd

BOARD ACTION REQUESTED:

Approve the referenced bond counsel assignment.

ATTACHMENTS:

Bond Counsel Selection Approved by the State Treasurer’s Office

EXHIBIT

FEB & 20ft i
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STATE BUDGET AND CONTROL BOARD BLUE AGENDA
MEETING OF February 8, 2011 ITEM NUMBER

AGENCY; Diviston of General Services

SUBJECT: Easements

The Division of General Services requests approval of the following easements in accordance with
SC Code of Laws:

(a) County Location: Colleton
From: Budget and Control Board
To: South Carolina Electric and Gas Company
Consideration: $700

Description/Purpose:  To grant a 0.213 acre easement for the relocation,
instatlation, operation and maintenance of an overhead
distribution electric line across the Ashepoo River along the
southern side of US Highway 17, Ace Basin Parkway.

(b) County Location: Union
From: Budget and Control Board
To: City of Union
Consideration: 51

Description/Purpose:  To grant a 2.386 acre easement for the installation, operation
and maintenance of a natural gas pipeline on property of the
Tyger River Correctional Institution.

EXHIBIT

FEB 8 201 2
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BOARD ACTION REQUESTED:

Approve the referenced casements.

ATTACHMENTS:

Agenda item worksheet; SC Code of Laws Sections 1-11-80, 1-11-90, 1-11-100 and 10-1-130



BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

Meeting Scheduled for: February 8, 2011 Blue Agenda

1.

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

. Richbourg Roberson, Director

2. Subject: EASEMENTS
3. Summary Background Information:
The Division of General Services requests approval of the following easements in accordance
with SC Code of Laws:
(a) County Location: Colleton
From: Budget and Control Board
To: South Carolina Electric and Gas Company
Consideration: $700
Description/Purpose:  To grant a 0.213 acre easement for the relocation,
installation, operation and maintenance of an overhead
distribution electric line across the Ashepoo River along the
southern side of US Highway 17, Ace Basin Parkway.
(b) County Location: Union
From: Budget and Control Board
To: City of Union
Consideration: $1
Description/Purpose: ~ To grant a 2.386 acre easement for the installation, operation
and maintenance of a natural gas pipeline on property of the
Tyger River Correctional Institution.
4. What is the Board asked to do? Approve the referenced easements.
3. What is recommendation of Board Division involved? Recommend approval of the
referenced easements.
6. List of Supporting Documents:

SC Code of Laws Sections 1-11-80, 1-11-90 and 1-11-100



SECTION 1-11-80. Board authorized to grant easements for public utilities
on vacant State lands.

The State Budget and Control Board is authorized to grant easements and rights
of way to any person for construction and maintenance of power lines, pipe lines,
water and sewer lines and railroad facilities over, on or under such vacant lands or
marshland as are owned by the State, upon payment of the reasonable value

thereof.

SECTION 1-11-90. Board authorized to grant rights of way over State
marshlands for roads or power or pipe lines to State agencies or political
subdivisions. ' '

The State Budget and Control Board may grant to agencies or political
subdivisions of the State, without compensation, rights of way through and over
such marshlands as are owned by the State for the construction and maintenance
of roads, streets and highways or power or pipe lines, if, in the judgment of the
Budget and Control Board, the interests of the State will not be adversely affected

thereby.

SECTION 1-11-100. Execution of instruments conveying rights of way or
easements over marshlands or vacant lands.

Deeds or other instruments conveymg such rights of way or easements over such
marshlands or vacant lands as are owned by the State shall be executed by the
Governor in the name of the State, when authorized by resolution of the Budget
and Control Board, duly recorded in the minutes and records of such Board and
when duly approved by the office of the Attorney General; deeds or other
instruments conveying such easements over property in the name of or under the
control of State agencies, institutions, commissions or other bodies shall be
executed by the majority of the governing body thereof, shall name both the State
of South Carolina and the institution, agency, commission or governing body as
grantors, and shall show the written approval of the majority of the members of
the State Budget and Control Board.

EXHIBIT
FEB 8 2011 2
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STATE BUDGET AND CONTROL BOARD BLUE AGENDA
MEETING OF February 8, 2011 ITEM NUMBER

AGENCY: Division of General Services

SUBJECT:  Real Property Transaction

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

Agency: Budget and Control Board (Forestry Commission)

Acreage: 104 acres

Location: Off Broomstraw Road, Lane

County: Williamsburg

Purpose: To dispose of surplus property previously used by the Forestry

Commission as a fire tower site.
Price/Transferred To:  Not less than appraised value / To be determined

Disposition of To be retained by Forestry Commission pursuant to Proviso
Proceeds: 80A.35.
BOARD ACTION REQUESTED:

Approve the property conveyances as requested.

ATTACHMENTS:
Agenda item worksheet and attachments E X H ! = I T
FEB & 200 3
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BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

Meeting Scheduled for: February §, 2011 Blue Agenda

Submitted by:
(a) Agency: Division of General Services
(b) Authorized Official Signature: M. Richbourg Roberson, Director

Subject: REAL PROPERTY CONVEYANCE

Summary Background Information:

Agency: Budget and Control Board (Forestry Cornmission)

Acreage: 10+ acres

Location: Off Broomstraw Road, Lane

County: Williamsburg

Purpose: To dispose of surplus property previously used by the Forestry
Cormmission as a fire tower site.

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

Disposition of Proceeds:  To be retained by Forestry Commission pursuant to Proviso 80A.35.

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

5. What is recommendation of Board Division invelved? Recommmnend approval of the property
conveyance as requested.

6. List of Supporting Documents:

(a) Letter from SC Forestry Commission

(b} Maps

{c) SC Code of Laws Section 1-11-65

{d) 2010-2011 Appropriations Act 291, Part 1B, Proviso 80A.35



PO Box 21707
Columbia, SC 29221
{(p) 803.896.8800

(f} 803.798.8097
www.trees.sc.gov

Henry E. (Gene) Kodama, State Forester

January 18, 2011

SC Budget & Control Board
Attn: Rich Roberson; Director
1200 Senate St., Suite 460
Columbia, SC 29202

Re: Request to sell Lane Tower Site
Dear Rich,

The Forestry Commission has declared Lane Tower site as surplus property and request
approval from the B&C Board to sell this property.

We ask that upon approval the property be sold and all revenue returned to the Forestry
Commission as described in Proviso 80A.35.

Thanks for your time and consideration in this matter.
Sincerely,

P O~

David P. Owen
Program Manager
Construction & Real Property

DPO/dk

Our mission is to protect and develop the forest resources of South Carolina.




http://maps.google.com/maps?f=q&source=s_qé&hl=&geocode=CbdtE1gvPnIWFaqb_wEdYv48-yINOWmMFNLD_iDEwTT5fd5t2gw&q=Lane+F...

' T~ : Lane Flre Tower, near Broomstraw Rd, Get Google Maps ors your phone
Geﬁgle maps Lane, South Carolina 29564 Q Tmﬂ?emung{?Mfs“;

A. Lane Fire Tower
Saiters, SC
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SECTION 1-11-65. Approval and recordation of real property transactions
involving governmental bodies. :

(A) All transactions involving real property, made for or by any governmental
bodies, excluding political 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 must be recorded
simultaneously 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,

EXHIBIT
FEB 8 2011 3
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South Carelina General Assembly
118th Session, 2009-2010

H. 4657
General Appropriations Bill for fiscal year 2010-2011
As Ratified by the General Assembly

PART IB
OPERATION OF STATE GOVERNMENT

SECTION 80A - F03-BUDGET AND CONTROL BOARD

80A.35. (BCB: Sale of Surplus Real Property) Up to 50% of the proceeds, net of seiling
expenses, from the sale of surplus real properties shail be retained by the Budget and Control
Board and used for the deferred maintenance of state-owned bulldmgs The remaining 50% of
the net proceeds shall be returned to the agency that the property is owiied by, undeér the control
of, or assxgned to and shalI be iised by that agency for non-recurring purposes. This provision
apphes to all state agencies and departments eXcept: institutions of higher learning; the Public
Service Authority; the Ports Authority; the MUSC Hospital Authority; the Myrtle Beach Air
Force Redevelopment Authority; the Department of Transportation; the Columbia State Farmers
Market; the Department of Agriculture's Columbia Metrology Lab building and property; the
Charleston Naval Complex Redevelopment Authority; the Department of Commerce's Division
of Public Railways; the Midlands Technical College Enterprise Campus Authority; the Trident
Technical College Enterprise Campus Authority; the Commissioners residence at the Department
of Corrections and the Educational Television Commission's Key Road property.

The Educational Television Commission shall be authorized to retain the net proceeds from
the sale of its property on Key Road, and such proceeds shall only be used for the renovation of
the ETV Telécommunications Center. If it is determined that sufficient net proceeds are not to be
derived from the sale of its property on Key Road to cover the cost of all fenovations of the
Telecommunications Center; the property on Key Road shall not be sold. Any proposed sale
hereunder shail prmr to sald_sale, be submitted to ‘the Budget and Control Board for approval as

with the requirements of this subsection.”
The;Department'of Corrections shall be authorized to retain the net proceeds from the sale of
the residence provided for the Corimissioner of the- Department of Corrections and use such
proceeds for deferred maintenance needs at the Department of Corrections.
The Forestry Commission shall be authorized to retain the net proceeds from the sale of
surplus land for use in firefighting operations and replacement of firefighting equipment.

The Department of Natural Resources shall be authorized to retain the net proceeds from the
sale of existing offices originally purchased with a federal grant or with restricted revenue from
hunting and fishing license sales for the improvement, consolidation, and/or establishment of
regional offices and related facilities.

The Department of Agriculture, the Educational Television Commission, the Department of
Corrections, the Department of Natural Resources, and the Forestry Commission shall annually
submit a report, within sixty days after the close of the fiscal year, to the Senate Finance
Committee and the House Ways and Means Committee on the status of the sale of the identified
property and a detailed accounting on the expenditure of funds resulting from such sale.

This provision is comprehensive and supersedes any conflicting provisions concerning

disposition of state owned real property whether in permanent law, temporaryg %y g.%.)“:ioviisi% I T

elsewhere in this act.
Any unused portion of these funds may be carried forward into succeeding fiscal years and

used for the same purposes. FEB 8 201 3
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STATE BUDGET AND CONTROL BOARD BLUE AGENDA LIL
MEETING OF February 8, 2011 ITEM NUMBER

AGENCY: Division of Procurement Services

SUBJECT:  Procurement Audit and Certification

Receive as information that the Division of Procurement Services, in accordance with Section
11-35-1230 of the South Carolina Consolidated Procurement Code, has reviewed the
procurement system of John de la Howe School and that the chief procurement officers have
determined, pursuant to S. C. Reg. 19-445.2022, that the School’s audit results warrant a
temporary suspension of authority from $50,000 to $25,000 because of extensive audit findings.
This suspension of authority shall be effective for one year at which time another procurement
audit shall be performed. Before that time, an interim review will be performed to verify the
School’s corrective action as outlined in the audit report.

BOARD ACTION REQUESTED:

Recetve as information that the Division of Procurement Services, in accordance with Section
11-35-1230 of the South Carolina Consolidated Procurement Code, has reviewed the
procurement system of John de la Howe School and that the chief procurement officers have
determined, pursuant to S. C. Reg. 19-445.2022, that the School’s audit results warrant a
temporary suspension of authority from $50,000 to $25,000 because of extensive audit findings.
This suspension of authority shall be effective for one year at which time another procurement
audit shall be performed. Before that time, an interim review will be performed to verify the
School’s corrective action as outlined in the audit report.

ATTACHMENTS:

EXHIBIT
FEB & 201 4

STATE BUDGET & CONTROL BOARD

Agenda item worksheet and attachments






BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

Meeting scheduled for: February 8, 2011 Blue Agenda
1. Submitted by: 4y - !
(2) Agency: Division of Procurement Services MR VAT N el 1)
{b) Authorized Official Signature: R. Voight' Shealy, Materials I\fianagement Officer
2. Subject: Procurement Audit of John de la Howe School
3. Summary Background Information:

In accordance with Section 11-35-1230 of the South Carolina Consolidated Procurement Code, the Division of
Procurement Services has reviewed the procurement system of John de la Howe School,

Because of extensive audit findings, the chief procurement officers have determined under 8.C. Reg. 19-445,2022
that the School’s audit results warrant a temporary suspension of authority from $50,000 to $25,000, the lowest
amount allowed by the Regulation. This suspension of authority shail be effective for one year at which time
another procurement sudit shall be performed. Before that time, we shall also perform an interim review te verify
the School’s corrective action as outlined in the audit report.

4, What is Board asked to do?
Recetve as information.
5. What is recommendation of Board division involved?

Receive as information.

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

List of supporting documents:
(a)} Section 11-35-1230 of the Consolidated Procurement Code
{(b) Regulation 19-445.2022



§ 11-35-1230. Auditing & Fiscal Reporting

(1) Auditing. The Office of General Services through consultation with the chief procurement officers
shall develop written plans for the auditing of state procurements. In procurement audits of
governmental bodies thereafter, the auditors from the Office of General Services shall review the
adequacy of the system’s internal controls in order to ensure compliance with the requirement of this
code and the ensuing regulations. Any noncompliance discovered through audit must be transmitted in
management letters to the audited governmental body, the Budget and Control Board. The auditors
shall provide in writing proposed corrective action to governmental bodies. Based upon audit
recommendations of the Office of General Services, the board may revoke certification as provided for
in Section 11-35-1210 and require the governmental body to make all procurements through the office
of materials management above a dollar limit set by the board until such time as the board is assured of
compliance with this code and its regulations by that governmental body.



19-445.2022. Temporary Suspension of Authority; Audit,

Al

Suspension of Authority.

Within his area of authority, the appropriate chief procurement officer may
temporarily suspend a governmental body’s power to conduct all, any type of, or
any vaiue of procurements if the chief procurement officer conciudes that the
governmental body either (1) lacks adeguate internal controls to ensure
compliance with the procurement laws, {2} lacks qualified or adequate staff, or (3)
has otherwise acted in a manner that, in the opinion. of the chief procurement
officer, warrants a temporary loss of authority. The chief procurement officer

may make continued suspension contingent upon corrective action, e.g., retain

additional staff, training, revised intemal controls. The suspension is effective
upon delivery of written notice to the head of the purchasing agency. The written
notice shall state the duration of the temporary suspension, which may not extend
beyond the next regularly scheduled audit to be conducted pursuant to Section 11-
35-1320. A chief procurement officer may not limit direct agency procurements
below $25,000.00. Before issuing a suspensjon pursuant to this paragraph, a chief
procurement officer shall consult with the other chief procurement officers,

Audit.

In order to monitor the implementation of the procurement process; the
appropriate chief procurement officer has the authority to audit any governmental
body regarding one or more procurement activities.

EXHIBIT

FEB 8 201t 4
STATE BUDGET & CONTROL BOARD



NIKHEE, GALEY ACHAERMAN

COVERNOR.

&

GUETIS MLOENS R,
STATE TREASURER

RICHARD ECKETROM, CPrA
COVIBEROLLER GENERAL

Mr. Delbert H. Singleton Ir.
Director

Procurement Services Divisien

58 BUDGET AND COMEROL BOARD

EN T SERVICES
1t

THEDIVISIUN OF PROCURE
DELBERTH. BINGE)
BIVISION DIRECTOR

(B3 7302328

RAQMAET SHEALY
MATERIALE MANAGEMENT OFFITER
(RN} TAT-RG00
EAX (B0 7370038

January 25, 2011

6™ Floor-Wade Hampton Building
Columbia, South Carolina 26201

Dear Delbert:

I have attached the John de la Howe School’s procurement audit report and.recommendation made by
the Office of Audit and Certification. | concur and recommend the report be submitted as information to

the Budget and Control Board.

/gs

Sincerely,
i

]
[

R. Voight Shealy
Materials Management Officer

TR0 NEATN STRELRT, SUITES00 « COLIMIERY SOUTH CARGLENA - 290
SHWI RGOV :

B

HUGH I CENTHERMAN. SR,
CHALR, SERATE FINANCE
CORIMVETTEL

DANIEL FEOGUEER.
O AR USE WANS AN EANS
COMMITTEE

ERSHKITIMAN
EXECUTIVE DIRECEOR




JOHN DE LA HOWE SCHOOL
PROCUREMENT AUDIT REPCRT

JULY 1, 2008 - JUNE 30, 2610
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November 10, 2010

Mr. R. Voight Shealy

Materials Management Officer
Procurement Services Division
1261 Main Street, Suite 600
Columibia, South Carolina 29201

bear Voight:

We have examined the procurement policies and procedures of the John de la ’Hawe Scheol for the
period July 1, 2008 through June 30, 2010. As part of our examination, we studied and evaluated the
system of internal controls over procurement transactions to the extent we considered necessary,

The evaluation was used to establish é basis for reliance upon the system of internal controls to assure
adherence to the Consolidated Procurement C.odé, State regulations, and the School’s procurement policy.
Additionally, the evaluation was used ip determining the nature, timing and extent of other auditing
procedures necessary for developing an opinion on the adequacy, efficiency, and effectiveness of the
procurement system. |

The administration of the John de la Howe School is responsible for estdblishing and maintaining a
system of mternal controls over procurement transactions. In fulfilling this responsibility, estimates and

judgments by management are required to assess the expected benefits and

FRE AMARESTRERT, SLETE-680+ COLDMBRSSOUV TR C ARDLING | 28H
W AR OS U EY



related costs of Jcontrél procedures. The objectives of a system are to provide management with reasonable,
but not absolute, assurance of the integrity of the procurement process, that affected assets are safeguarded
against loss from unauthorized use or disposition.and that transactions are executed in accordance with
management's authorization and recorded properly.

Because of mherent imitations in any system of internal controls, -errors or irregularities may occur and
not be detected. Also, projection of any evaluation of the system to future periods is subject to the tisk that
procedures may become inadequate because of'changes in conditions or that the degree of compliance with
the procedures may deteriorate.

Our study and evaluation of the system of mnternal controls over procuremient tramsactions, as well as
our overall examination of procurement policies and procedures, were conducted with professional care.
However, because of the nature of audit testing, they would not necessarily disclose all weaknesses in the
system.

The examination did; however, disclose conditions enumerated in this report that we believe need
correction or improvement by the John de la Howe School. Included in these disclosed conditions is the
lack of supperting documentation for procurement actions. Just prior to the audit, procurement documents
were destroyed. Due to the lack of supporting documentation, we can not.express an opinion regarding the

John de la Howe School’s compliance with the Consolidated Procurement Code and ensuing regulations.

Robert’]. Aycock IV, Menager
Audit and Certification

EXHIBIT
FEB & 20U 4
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INTRODUCTION

We conducted an examination of the internal procurement operating policies and procedures of the
John' de la Howe School. Our on-site review, conducted August 23 — August 25, 2010, was made under
Section 11-35-1230(1) of the South Carolina Consolidated Procurement Code and Section 19-445.2020 of
the accompanyimng regulations.

The examination was directed principally to determine whether, in all material respects, the
procurement system's internal controls were adeguate and the procurement procedures, as outlined in the
Internal Procurement Operating Procedures Manual, were in compliance with the South Carolina
Consolidated Procurement Code and its ensuing regulations.

Additionally our work was directed toward assisting the John de la Howe School in promoting the
- underlying purpeses and policies ofthe Code-as outlined in Section 11-35-20, which include in part:
(1) to provide increased economy in state procurement activities and to maximize to

‘the fullest extent practicable the purchasing values of funds while ensuring that

procurements are the most advantageous to the State and in compliance with the

provisions of the Ethics Government Accountability and Campaign Reform Act;

(2) to foster effective broad-based competition for public procurement within the
free enterprise systeny;

(3) to ensure the fair and equitable treatment of all persons who deal with the
procurement. system which will premote ihcreased public confidence in the
procedures followed in public procurement;

{4) to provide safeguards for the maintenance of a procurement system of quality
and integrity with clearly defined rules for ethical behavior on the part of all
persons engaged in the public procurement process.



SCOPE

We conducted our examination in accordance with Generally Accepted Auditing Standards as they
apply to compliance audits. Our examination encompassed a detailed -analysis of the internal procurement
operating procedures of the John de la Howe School and its related policies and procedures manual to the
‘extent we deemed necessary to formulate an opinion on the adequacy of the systern to properly handle
procurement transactions.

We selected a judgmental sample for the period July 1, 2008 through June 30, 2016, of procurement
transactions for i:ompﬁance testing and performed other audit procedures that we considered necessary to
fomﬁulrate this opinion. ..Speciﬁcaii:y, the scope of our audit included, but was not limited te, a review ofthe
following:

(1)  Allsolesource, emergency, and trade-in sale procurements for the period July 1,
2008 through June 30, 2010, with an exception noted in Section IHI of the report

(2)  Procurement transactions for the period July 1, 2008 through June 30, 2010 as
follows:
&) Sixteen payments exceeding $2,500 each with exceptions noted in Section T
of the report

b) One construction contract and one professional services contract for
compliance with the Manual for Planning and Execution.of State Permanent
Improvements, Part II with exceptions noted in Section I of the report

¢) A block sample of one hundred numerical purchase orders from FY 2009
reviewed against the use of order splitting and favored vendors with no
exceptions

(3)  Blanket purchase agreements with exceptions noted in Section Il of the report

{(4) Minonty Business Enterprise plans and reports for the andit period with no
exceptions

(5} Ratification files of unauthorized procurements with an exception noted in
Section I'V of the report
(6}  Approval of most recent Information Technology Plan with 1o exceptions

(7} Internal procurement procedures manuals with no exceptions

(8)  Surplus property disposal procedures with no exceptions



IL.

1L

V.

SUMMARY OF AUBDIT FINDINGS

Mo Supporting Documentation

Just prior to-our planned audit, the School destroyed procurement records
in violation of State document retention requirements. No supporting
docurnentation was available for our entire sample.

Blanket Purchase Asreements

Four blanket purchase agreements were entered into without the necessary

terms and conditions stated on the purchase orders,

Sole Source, Emergency, and Trade-In Szale Pmcurement-'@uaﬁeﬂv Renortg

Not Submitted
The School failed to report sole souree, emergency, and trade-in sale
procurements to the chief procurement officers as required by law for the

entire audit period.

Unauthorized Procurements

The School failed to report unauthorized. procurements to the chief
procurement officers as required by Regulation,

Training

Procurement training is needed at the School.

PAGE



RESULTS OF EXAMINATION

I. No Supporting Documentation

The John dela Howe School, hereinafter referred to as the School, did not provide supporting

documentation for the following procurements which represent our entire sample.

Date PO Description Amount
03/20/09 4600005804 Gasoline $ 2,766
04/24/09 4600007991 Copier Rental § 2,568
09/18/09 4600010498 Heat Pumps for Cafeteria § 6,500
09/22/09 4600010546 Food, Perishable § 3,633
10/19/09 4600011159 Gasoline $ 3,621
11/19/09 4600012882 Food, Perishable $ 8,725
01/27/10 4600021162 Propane § 3,946
02/24/10 4600026042 Food, Perishable $ 6,166
03/09/10 4660027924 ‘Gasoline § 3,836
04/19/10 4600033641 Food, Perishable $ 7,881
05/20/10 4600038930 Inspect, Repair Cottages § 6,451
05/21/10 4600039075 Server $ 7,347
05/25/10 4600039589 Software $ 5,000
06/23/10 4600042287 Mobile Workstation $ 2,721
03/20/09 4600005801 Cottage Renovation $ 85.351
Q37/20/09 4600005802 Alarm Design Development 5 8,848

According to the School, requisitions, bids, quotes and receiving reports were attached by the
Procurement officer, but Accounts Payable did not scan them into SCEIS. The school believed the records
‘had been scanned when they were ordered destroyed. The records were shredded about a week before the
audit during an office clean out and could not be provided. For each procurement, the School provided us
an invoice that had been scanned into the South Carolina Enterprise Information System (SCEIS) and a
purchase order. Other procurement information such as solicitation documents and vendor quotes were not
available. Without documentation of how these procurements were made, we can not determine that any of

these procurements were made in compliance with the Procurement Code.

&



Section 11-35-2430 ofthe Procurement Code requires all procurement records of governmental bodies
to be retained and disposed of in accordance with records reténtion guidelines and schedules approved by
‘the Department of Archives and History. Further, Regulation 19-445.2005(B) requires each governmental
- body to-mdintain procurement files sufficient to satisfy the requirements of an external audit.

We recommend fhe School comply with the Procurement Code and the document retention
guidelines and schedules approved by the Department of Archives:and History.

SCHOOQOL RESPONSE

In an effort to show that John de al Howe was and continues to adhere to the State Procurement Codewe are
able to show documents prior to the March 20, 2009 period whereby documentation such as requisitions,
bids, quotes and receiving reports are attached. At this time, we are scanning into SCEIS, as well as
retaining all paper documentation as they relate to procurement documentation retention requirements.

1. Blanket Purchase Agreements

The School did not include the necessary terms and conditions required for the following blanket

purchase agreements:

Effective Dates | PO Description Amount
03/23/09 06/30/09 46000065824 Maintenance Supplies $ 3,000
04/02/09 06/30/09 4600006186 Blank $ 3,000
04/22/09 06/30/09 4600006592 Blank $ 2,500
04/14/10 06/30/10 4600032918 Food, Perishable $ 6,781

Regulation 19-445.2100(3) contains ‘certain terms and conditions that must be included with any
blanket purchase agreement an agency enters into with a vendor. These include a description of the
agreement, period of time the agreement applies, general description of the items are to be procured, the
extent of the State’s obligation, notice of individuals authorized to place calls and dollar limitations of those
calls.

We recommend the School comply with the Regulation for blanket purchase agreements by
FEB 8 204 4
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SCHOOL RESPONSE

Joln de la Howe will adhere to Procurement Regulation 19-445.2100(3) for all future blanket purchase
agreements.

I Sole Source, Emereency, and Trade-In Sale Procurement Quarterly Reports Not Submifted

The School failed to submit quarterly reports of sole source, emergency, and trade-in sale
procurements for the entire audit period July 1, 2008 through June 30, 2010.

Section 11-35-2440(1)a) of the Procurement Code requires a governmental body to submit quarterly
records of all contracts made pursuant ‘fo 11-35-1560 (sole source procurements) and 11~35~157€}.
{emergency procurements) te the chief procurement officers, and 11-35-3830(3) requires a governmental
body to submit quarterly records of trade-in sale procurements to the chief procurement officers. This
mformation must be reported to the Budget and Control Board annually and made available for public
inspection.

We recommend the School comply with these sections of the Code pertaining to the submission of
these quarterly reports. Reports must still be filed for this period,

SCHOOL RESPONSE

The Sole Source, Emergency, and Trade-In Sale Procurement guarterly reports are now being submitted on
a timely manner.

V. Unauthorized Procurements.

The School failed o maintain a record of unauthorized procurements. Effective as of the first
Monday in September, 2007, a quarterly record of unauthorized contracts, including facts and cﬁ‘qumstances
surrounding the acts, corrective actions taken to prevent recurrence, and actions taken against individuals
performing the acts, along with the decisions t¢ ratify or tenminate these contracts was required to be
submitted to the Chief Procurement Officers each quarter by Regulation 19-445.2015.

We recommend the School submit quarterly records of unauthorized procurements to the Chief

Procurement Officers on a quarterly basis in accordance to the Regulation.



SCHOOL RESPONSE

Upon learning that John de la Howe had entered into an unauthorized procurement, we contacted Materials’
Management to inform them of our findings and to request assistance in tzking corrective actions. We have
since filed a letter with our quarterly Sole Source, Emergency, Trade-In-and Illegal Procurements detailing
our findings and the course of action taken to prevent this from happening apain.

V. Trainng
We recommend the School seek procurement training opportunities for its employees whose job
duties relate to procurement. The Materials Management Office as well as other organizations offer a

number of procurement related courses,

SCHOOL RESPONSE.

Our procurement officer has taken a series of classes as they relate to the procurement process.



CONCLUSION

We must state our concern over the findings in this audit report. The John de la Howe School has
failed to maintain procurement documents and comply with basic requirements of the South Caroling
Consolidated Procurement Code such as statutory reporting requiremnents, Corrective action must be taken
imimediately.

In the Introduction to this report we state that the audit was directed principally to determine whether,
in alt material respects, the procuremient system's internal controls were adequate and in compliance with the
South Carolina Consohidated Procurement Code and its ensuing regulations. Because the John de la Howe
School codld not provide documentation for any selected procurements tested, we cannot express an opinion
on the School's compliance with the South Carolina Consolidated Procurement Code. and ensuing
regulations.

Until corrective action is taken and confirmed, underthe authority described in Regulation 19-445.2022
of the Procurement Codle, we recommend the Chief Procurement Officers convene to reducethe John de la
Howe School’s procurement authority from $50,000 to $25,000 in &ll areas until such time that follow-up

audit-results demonstrate compliance. Our office will perform a foliow-up audit in one year.

PROCUREMENT AREAS RECONIMENDED CERTIFICATION LIMITS
Supplies and Services | *$25,000 per comnmitment
Consultant Services *$25,000 per commitment
Information Technology *325,000 per comumitment
Construction Services $25,000 per contract

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

Robert f Aymgk 1V, Manager
Audit and Certification

EXHI
FEg 8 200 4
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January 21, 2011

M. R. Voight Shealy

Miaterials Management Officer
Materials Management Office
1201 Mam Street, Suite 600
Colambia, South Carolina 29201

Dear Voight:

We have reviewed the response from John de la Howe School to our audit report for the period of July
1, 2008 to June 30, 2010. Alse we have followed the School’s corrective action during-and subsequent
to our fieldwork, We are satisfied that John de 1a Howe School has corrected the problem areas and
strengthened the infernal controls over the procurement system.

We have already recommended the School’s procurement authority be reduced to $25,000 from the
basic level of $50,000 in all procurement categories. We will perform an audit in a year’s time to
establish whether the School has successfully implemented the changes to its operating procedures in
order to have its.authority restored to the basic level authorized in law.

Robert . Aycdfék, IV, Manager
Aundit and Certificanion

RIA/gs
Total Copies Printed 11
Unit Cost $ .49
Total Cost $5.39
EXHIBIT
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STATE BUDGET AND CONTROL BOARD BLUE AGENDA
MEETING OF February 8, 2011 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.

a. Issuing Authonty:  Barnwell County

Amount of Issue: $1,600,000 Taxable Hospital Facilities Revenue Refunding Bonds
(81,600,000 refunding involved)

Allocation Needed:  -0-

Name of Project: Barnwell County Hospital

Employment Impact: retain current jobs

Project Description: refinance outstanding indebtedness to capture cost savings based
on interest rate reduction

Bond Counsel: Michael E. Kozlarek, Parker Poe Adams & Bernstein LLP

BOARD ACTION REQUESTED:

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

ATTACHMENTS:

Resolution; Code Section 1-11-500 et seq. &: X H i B ! T
FEB 8 201 5
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A RESOLUTION OF THE
STATE BUDGET AND CONTROL BOARD OF SOUTH CAROLINA

WHEREAS, the County Council of Barnwell County, South Carolina (“County Council™), pursuant to
Title 44, Chapter 7, Article 11, Code of Laws of South Carolina 1976, as amended (“Act”), previously
petitioned the State Budget and Control Board of South Carolina (“State Board™) seeking the approval of
the State Board for an undertaking by the County Council pursuant to the Act;

WHEREAS, the proposed undertaking consists of Barnwell County, South Carolina (“County”),
borrowing, and loaning to the Barnwell County Hospital (“Hospital™), not exceeding $1,600,000 for the
purpose of refinancing outstanding indebtedness of the Hospital (“Undertaking™) in the Hospital
(“Project”) through the issuance and delivery of a Hospital Facilities Revenue Bond pursupant to the
authorization of the Act and an ordinance (“Bond Ordinance™) adopted by the County Council,

WHEREAS, the Hospital will agree in a Loan Agreement (“Loan Agreement”) between the County
and the Hospital to pay to the County amounts sufficient to provide for the payment of the Bond and the
costs and expenses resulting from the issuance of the Bond;

WHEREAS, pursuant to an Assignment (“Assignment”), the County will assign certain of its rights
under the Loan Agreement to the United States of America acting through the United States Department
of Agricuiture (“Bank™), as purchaser of the Bond;

WHEREAS, to defray the cost of the Project, the County Council proposes to provide for the issuance
and delivery of the Bond pursuant to the Act and the Bond Ordinance, payable by the County from the
amounts derived from the Loan Agreement;

WHEREAS, the County is informed that the Hospital, because of the nature of the Project, is exempt
from securing from the Department of Health and Environmental Control of South Carolina ("DHEC”) a
certificate of need under Article 3, Chapter 7, Title 44 of the Code of Laws of South Carolina 1976, as
amended.

NOW, THEREFORE, BE IT RESOLVED BY THE STATE BUDGET AND CONTROL
BOARD OF SOUTH CAROLINA IN MEETING DULY ASSEMBLED:

1. The State Board has found and determined that the Undertaking is intended to promote the
purposes of the Act and is reasonably anticipated to effect those purposes.

2. Based on the foregoing, the Undertaking, i.e., the issuance of a not exceeding $1,600,000 Barnwell
County, South Carolina, Hospital Facilities Revenue Bond (Barnwell County Hospital Project), in one or
more taxable and tax-exempt series, pursuant to the Bond Ordinance to be payable from the revenues to
be derived by the County from the Loan Agreement, to fund the Project, all pursuant to the Act (including
changes in any details of the Undertaking and Project as finally consummated that do not materially affect
the Undertaking), is approved.

3. Notice of this action taken by the State Board in giving approval to the Undertaking shall be
published in a newspaper of general circulation in the County.

4. The Notice shall be in form substantially as set forth as Exhibit A of this Resolution.



EXHIBIT A
NOTICE PURSUANT TO TITLE 44, CHAPTER 7, ARTICLE 11,
CODE OF LAWS OF SOUTH CAROLINA 1976, AS AMENDED

Notice is given that following the filing of a Petition by the County Council of Barnwell County,
South Carolina (“County Council®), to the State Budget and Control Board of South Carolina (“State
Board™, approval has been given by the State Board to the following undertaking (“Undertaking™)
(including changes in any details of the Undertaking as finally consummated that do not materiaily affect
the Undertaking), viz.:

The Undertaking is the refinancing of outstanding indebtedness (“Project”) of Barmnwell County
Hospital (“Hospital™).

To finance the Undertaking, the County will issue a not exceeding $1,600,000 Barnwell County,
South Carolina, Hospital Facilities Revenue Bond (Barnwell County Hospital Project), in one or more
taxable or tax-exempt series (“Bond™) pursuant to Title 44, Chapter 7, Article 11, Code of Laws of South
Carolina 1976, as amended. The Bond will be payable by Barnwell County, South Carolina (“County™),
solely from the amounts to be paid to the County by the Hospital pursuant to a Loan Agreement (“Loan
Agreement™) between the County and the Hospital. Pursuant to an Assignment, the County will assign
substantially ali of its rights under the Loan Agreement to the United States Government acting through
the United States Department of Agriculture.

The Hospital will irrevocably covenant and agree pursuant to the Loan Agreement to pay when due
all sums required to pay the principal of and interest on the Bond out of the Net Revenues Available for
Debt Service, The Bond will be issued pursuant to the Act and an Ordinance to be adopted by the County
Conncil.

Pursuant to Section 44-7-1480 of the Act, the County Council has previously found that:
(a) There is a need for the Project in the area in which it is to be or is presently located; and

(b) The Hospital will be obligated pursuant to the Loan Agreement to make all payments of principal
of and interest on the Bond and to operate, repair and maintain the Project at its own expense; and

(c) The Hospital has provided for all public facilities and utilities necessary for the operation of the
Project.

Notice is further given that any interested party may, within 20 days after the date of publication of
this Notice, but not after, challenge the validity of the State Board’s action in approving the Undertaking
by action de nove instituted in the Court of Common Pleas for Barnwell County,

THE STATE BUDGET AND CONTROL
BOARD OF SOUTH CAROLINA

By: Delbert H. Singleton, Jr.
Secretary
Dated: February 8, 2011



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 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 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 calculation are published by the
United States 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 allocated
initially to the State for further allocation within the Limits prescribed herein.

(C) Except as is provided in Section 1-11-540, all allocations must be made by the board on a first-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 pools.

(A) The private activity bond limit for all state government issuing authorities now or hereafter authorized fo issue
private activity bonds as defined in the act, to be known as the “state government pool”, is forty percent of the
state ceiling 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 known as
the “local pool”, is sixty percent of the state ceiling plus any amount shifted from the state govermment pooi or
less any amount shifted to that pool.

(C) The board, with review and comment by the Joint Bond Review Committee, may shift unallocated amounts
from one pool to the other at any time.

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

(A) For private activity bonds proposed for issue by other than state government issuing authorities, 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 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
authority, if any, relating to the bonds. The board shall forward promptly to the committee a copy of each petition
received. .

(B) For private activity bonds proposed for issue by any state govermment 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 is filed. The petition must be accompanied by a bond resolution or comparable action by
the issuing authority authorizing the issuance of the bonds. The board shall forward promptly to the committee a
copy of each petition received.

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



SECTION 1-11-548. Limitations 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 board and the committee 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 million dollars for a single project are
deferred until after July first unless the board, after review and comment by the committee, determines in any
particular instance that the positive impact upon the State of approving an allocation of an amount greater than ten
million dollars is of such significance that approval of the allocation 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
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 must remind the
issuing authority that the tentative allocation is made final after the issuing authority chairman or other duly
authorized official or agent of the issuing authority, before the issue is made, certifies the issue amount and 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 secretfary.

(B) The chairman or other authorized official or agent of an issuing 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 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
before the state ceiling allocation involved expires. The issue amount certificate may be an executed copy of the
appropriate completed Iniernal Revenue Service form to be submitted to the Internal Revenue Service on the issue
or it may be in the form of & letter which certifies the exact amount of bonds to be issued and the projected date of
the issue. ‘

(C) In response to the issuing authorify’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 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 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 amount of bonds requiring a ceiling allocation included m
issue amount certificates submitted previousty to the board by issuing authorities do not exceed the state ceiling
for the calendar year. Except under extraordinary circumstances, the board secretary shall issue this certificate
within two business days following the date the issue amount certificate is received.

(D) In accordance with Section 149(e)}2)(F) of the Code, the secretary of the Budget and Control 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.

(B) 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 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 1-1 1-500 through 1-11-570.



SECTION 1-11-860. 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 eligible and approved for carry-forward election or unless specified differently in the board ceriificates
required by Section 1-11-550.

(B) Unless eligible and approved for carry- forward election or unjess specified differently in board certificates
required by Section 1-11-550, 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 or other duly authorized official or agent of an issuing
authority, the board, acting during the period an approved allocation is valid, may extend the period in which an
allocation is valid 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 issuing authority,
the board tnay reinstate for a period of not more than thirty-one consecutive calendar days in any one calendar
year part or all 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.

(E) A tentative ceiling allocation is canceled automatically 1f 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 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 seeretary 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 relinquishment 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
Jimits of this section. The board shall join with the issuing authorities involved in carry-forward election
statements to meet the requirements of the Internal Revenue Service.

SECTION 1-11-570. Budget and Control Board to adopt policies and procedures.

The Budget and Control Board, after review and comment by the committee, may adopt the policies and
procedures it considers necessary for the equitable and effective administration of Sections 1-11-500 through
1-11-570.

SECTION 1-11-580. Budget and Control Board to make quarterly payments on certain insurance contracts.

The Budget and Control Board shall make quarterly payments on insurance contracts where the annual premium
exceeds fifty thousand dollars. The board shall undertake necessary negotiations to implement this requirement.
Where fees may be incurred for quarterly rather than annual payments, the Budget and Control Board shall

determine whether the investment income opportunity is greater or less than proposed fees and shall make the
decision which best benefits South Carolina.

EXHIBIT
FEB & 201! 5

STATE BUDGET & GCONTROL BOARD




STATE BUDGET AND CONTROL BOARD BLUE AGENDA 2
MEETING OF February 8, 2011 ITEM NUMBER

AGENCY: Executive Director

SUBJECT:  Economic Development (2011 Ceiling Allocations)

The initial balance of the 2011 state ceiling allocation is $439,409,580. 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 $439,409,580 remaining for 2011. Allocation requests for 2011 totaling
$2,607,000 have been received thus far.

Relating to requests for calendar year 2011 ceiling allocations, the Board is asked to authorize
shifts as necessary between the state pool and the local pool for the remainder of the calendar
year.

The recommendation from the Department of Commerce for allocations for this cycle total
$2,607,000. The Department of Commerce makes the following recommendation for allocation
from the local pool:

Marion County Supremes, LLC, $2,607,000.

If the Board approves the recommended request, this will leave an unexpended state ceiling
balance of $436,802,580 (state pool - $175,763,832; local pool - $261,038,748) to be allocated

later in the calendar year. _
EXHIBIT
FEB A 20! 6
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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 allocations from the local pool and defer all
remaining ceiling allocation requests:

Marion County Supremes, LLC, $2,607,000; and

Authorize shifts as necessary between the state pool and the local pool for the remainder of the
calendar year.

ATTACHMENTS:

2011 Ceiling Allocation Requests; Young 02/02/11 memo; Code Section 1-11-500 et seq.
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Nikki R. Haley SOUTH CAROLINA Robert M, Hitt, 1H
Governor DERPARTMENT OF COMMERCE Secretary

MEMORANDUM
To:  Delbert Singleton
From: Daniel Young
Date: February 2, 2011

Re: February 8, 2011, meeting -~ Small Issue Recommendation

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

After review of those secking allocation at this time, Commerce strongly recommends approval
of a County Industrial Revenue Bond for the following project at the February 8" Budget &

Control Board meeting:

Na

Supremes, LLC 2,607,000 4
Total $2,607,,060

Please let me know if you have any questions.

Thank you.

EXHIBIT
FEB A 2011 &

STATE BUDGET & CONTROL BOARD

1201 Main Street, Suite 1600, Columbia, SC 29201
Tel: (803) 737-0400 » Fax: (803) 737-0418+» www.sccommerce.com



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 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 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 calculation are published by the
United States 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 allocated
initially to the State for further allocation within the limits prescribed herein.

(C) Except as is provided in Section 1-11-540, all allocations must be made by the board on a first-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 pools.

(A) The private activity bond limit for all state government issuing authorities now or hereafter authorized fo issue
private activity bonds as defined in the act, to be known as the “state government pool”, is forty percent of the
state ceiling 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 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 unallocated amounts
from one pool to the other at any time.

SECTION 1-11-330. Authorized requests for allocation of bond limit amounts.

(A) For private activity bonds proposed for issue by other than state government issuing authorities, 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 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
authority, if any, relating to the bonds. The board shall forward promptly to the committee a 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 is filed. The petition must be accompanied by a bong resolution or comparable action by
the issuing authority authorizing the issuance of the bonds. The board shall forward promptly to the committee a
copy of each petition received.

(C) Each authorized request must demonstrate that the allocation 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 integrated operation with the project.



SECTEON 1-11-340. Limitations 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 board and the committee shall take info account the
public interest in promoting economic growth and job creation.

(B) Authorized requests for state ceiling allocations of more than ten million doilars for a single project are
deferred until after July first unless the board, after review and comment by the committee, determines in any
particular instance that the positive impact upon the State of approving an allocation of an amount greater than ten
million dollars is of such significance that approval of the allocation 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 ailocation is requested. This
tentative allocation certificate must specify the state ceiling amount allocated, the issuing authority and the project
inveolved, and the time period during which the tentative allocation is valid. This certificate must remind the
issuing authority that the tentative allocation is made final after the issuing authority chairman or other duly
authorized official or agent of the issuing authority, before the issue 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.

(B) The chairman or other authorized official or agent of an issuing 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 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
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 Service on the issue
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 issue.

(C) In response to the issuing authorty’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 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 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 amount of bonds requiring a ceiling allocation included in
issue amount certificates submitted previousty to the board by issuing authorities do not exceed the state ceiling
for the calendar year. Except under extraordinary circumstances, the board secretary shall issue this certificate
within two business days following the date the issue amount certificate is received.

(D) In accordance with Section 149(e)(2)(F) of the Code, the sccretary of the Budget and Control 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 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.
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SECTION 1-11-568, 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 eligible and approved for carry-forward election or unless specified differently in the board certificates
required by Section 1-11-550.

(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 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 or other duly authorized official or agent of an issuing
authority, the board, acting during the period an approved allocation is valid, may extend the period in which an
allocation is valid 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 issuing authority,
the board may reinstate for a period of not more than thirty-one consecutive calendar days in any one calendar
year part or all 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 reinstatement request must certify that the authorized
request submitted previously is still true and correct or a new authorized request must be submitted.

(E) A tentative ceiling allocation is canceled automatically if the chairman or other authorized official or agent of
the issaing authority involved fails to deliver the issue amount certificate required by Section 1-11-350 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 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 relinquishment 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 in carry-forward election
statements to meet the requirements of the Internal Revenue Service.

SECTION 1-11-570. Budget and Control Board to adopt policies and procedures.

The Budget and Control Board, after review and comment by the committee, may adopt the policies and
procedures it considers necessary for the equitable and effective administration of Sections 1-11-500 through
1-11-570.

SECTION 1-11-580. Budget and Control Board to make quarterly payments on certain insurance contracts.

The Budget and Control Board shall make quarterly payments on insurance contracts where the annual premium
exceeds fifty thousand dollars. The board shail undertake necessary negotiations to implement this requirement.
Where fees may be incurred for quarterly rather than annual payments, the Budget and Control Board shail
determine whether the investment income opportunity is greater or less than proposed fees and shall make the
decision which best benefits South Carolina.
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STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF February §, 2011 ITEM NUMBER /

AGENCY:  Office of State Budget

SUBJECT: Notification of Agency Deficit — Department of Corrections

At the December 14, 2010 Budget and Control Board meeting the Board carried over
consideration of the Department of Correction’s request for recognition of a FY 2010-11
operating deficit and directed that the item be placed on the agenda for the next Board meeting.
The Department of Corrections (SCDC) has notified the Office of State Budget that it is
projecting a FY 2010-11 operating deficit of $7,524,876. For each of the past three years the
State Budget and Control Board has recognized a General Fund Deficit for the Department of
Corrections. For FY 2007-08, FY 20608-09 and FY 2009-10 the approved deficits were $3.9
million, $45.5 million and $28.8 million respectively. The actual deficit for FY 2009-10 was
$27.1 miilion. As a part of the deficit recognition for FY 2007-08, the Board required the
Department to report monthly on every major expenditure category as compared to their budget.
SCDC has submitted those reports which have been forwarded to each Board member.

For the current year the Departiment projects expenditures will total $402.5 mullion after having
implemented a mandatory five-day furlough for all agency staff including correctional officers.
The five-day furlough is estimated to save the agency $3.8 million for the fiscal year. This
expenditure projection for the fiscal year represents an overall increase of $2.5 million as
compared to FY 2009-10 overall expenditures of $397.8 million excluding $2.2 million allocated
to the Department for the employer’s share of the cost associated with the scheduled January 1,
2011 increase in the State Health Plan premium. Factors contributing to the projected increase in
expenditures include an increase in the Department’s unemployment compensation premium,
increased energy cost and increased repair and maintenance costs for equipment. Other funds
revenue is expected to stabilize as compared to the previous fiscal year after having declined in
FY 2009-10 by $4.4 million as compared to FY 2008-09. The average daily inmate population
for FY 2009-10 was 24,400. As of January 15, 2011 the inmate population stood at 22,986.

For the current fiscal year recurring state funds including State Health Plan allocations total
$296.4 million. Non-recurring ARRA and Proviso 90.16 (Increased Enforcement Collections)
funds total $49 million. Therefore, FY 2010-11 state general fund, ARRA and non-recurring
funds for the Department total $345.4 million. For FY 2009-10 total expenditures from state
appropriated sources (including ARRA funds) totaled $350 miilion. The Department has also
requested permission to retain unobligated state matching funds payable to the Department of
Health and Human Services (DHHS) under Proviso 90.21 which is estimated at $128,000.
Therefore, the deficit can be estimated at $7,396,876 if the agency is allowed to retain Proviso
90.21 funds. The Department’s deficit projection could be reduced further if additional furlough
days were mandated and/or if a portion of the agency’s cash balances brought forward from last
fiscal year were dedicated to reducing the shortfall. Each one-day agency-wide furlough is

estimated to save $760,000,
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STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF February 8, 2011 ITEM NUMBER __ /  Page2

AGENCY:  Office of State Budget

SUBJECT:  Notification of Agency Deficit — Department of Corrections

BOARD ACTION REQUESTED:

Pursuant to Section 1-11-495 of the S.C. Code of Laws, determine that the operating deficit
incurred by the Department of Corrections is unavoidable and recognize the operating deficit not
to exceed $7,396,876 including allowing the agency to retain unobligated State match funds
under Proviso 90.21. Notify the presiding officers of the House and Senate. Direct the Office of
State Budget to continue working with the Department to reduce the deficit. Recognition of an
agency deficit requires a vote by at least four members of the Board per Section 1-11-495 (B).

ATTACHMENTS:

Agenda item worksheet; Letter from Jon Ozmint, Director, Department of Corrections dated
December 7, 2010; S.C. Department of Corrections Expenditure and Revenue Projections for FY
2010-11; Section 1-11-495 of the S.C. Code of Laws; Proviso 89.130 of the FY 2010-11;

Appropriation Act



BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

2011-06
For Meeting Scheduled for: February 8, 2011 Regular Agenda
1. Submitted By:
(a) Agency: Office of State Budget /
(b) Authorized Official Signature: /a4 %7/ e
2. Subject:

Notification of Agency Deficit — Department of Corrections

Lad

Summary:
At the December 14, 2010 Budget and Control Board meeting the Board carried

over consideration of the Department of Correction’s request for recognition of a
FY 2010-11 operating deficit and directed that the item be placed on the agenda
for the next Board meeting. The Department of Corrections (SCDC) has notified
the Office of State Budget that it is projecting a FY 2010-11 operating deficit of
$7.524,876. For each of the past three years the State Budget and Control Board
has recognized a General Fund Deficit for the Department of Corrections. For I'Y
2007-08, FY 2008-09 and FY 2009-10 the approved deficits were $3.9 million,
$45.5 million and $28.8 million respectively. The actual deficit for FY 2009-10
was $27.1 million. As a part of the deficit recognition for FY 2007-08, the Board
required the Department to report monthly on every major expenditure category
as compared to their budget. SCDC has submitted those reports which have been
forwarded to each Board member.

For the current year the Department projects expenditures will total $402.5
million after having implemented a mandatory five-day furlough for all agency
staff including correctional officers. The five-day furlough is estimated to save
the agency $3.8 million for the fiscal year. This expenditure projection for the
fiscal year represents an overall increase of $2.5 million as compared to FY 2009-
10 overall expenditures of $397.8 million excluding $2.2 million allocated to the
Department for the employer’s share of the cost associated with the scheduled
January 1, 2011 increase in the State Health Plan premium. Factors contributing
to the projected increase in expenditures include an increase in the Departiment’s
unemployment compensation premium, increased energy cost and increased
repair and maintenance costs for equipment. Other funds revenue is expected to
stabilize as compared to the previous fiscal year after having declined in FY
2009-10 by $4.4 million as compared to FY 2008-09. The average daily inmate
population for FY 2009-10 was 24,400. As of January 15, 2011 the inmate
population stood at 22,986.

For the current fiscal year recurring state funds including State Health Plan
allocations total $296.4 million. = Non-recurring ARRA and Proviso 90.16
(Increased Enforcement Collections) funds total $49 million. Therefore, FY
2010-11 state general fund, ARRA and non-recurring funds for the Department
total $345.4 million. For FY 2009-10 total expenditures from state appropriated
sources (including ARRA funds) totaled $350 million. The Department has also
requested permission to retain unobligated state matching funds payable to the
Department of Health and Human Services {DHHS) under Proviso 90.21 which 1s
estimated at $128,000. Therefore, the deficit can be estimated at $7,396,876 if the



agency is allowed to retain Proviso 90.21 funds. The Department’s deficit
projection could be reduced further if additional furlough days were mandated
and/or if a portion of the agency’s cash balances brought forward from last fiscal
year were dedicated to reducing the shortfall. Each one-day agency-wide
furlough is estimated to save $760,000.

4. What is Board asked to do?

Pursuant to Section [-11-495 of the S.C. Code of Laws, determine that the
operating deficit incurred by the Department of Corrections is unavoidable and
recognize the operating deficit not to exceed $7,396,876 including allowing the
agency to retain unobligated State match funds under Proviso 90.21. Notify the
presiding officers of the House and Senate. Direct the Office of State Budget to
continue working with the Department to reduce the deficit. Recognition of an
agency deficit requires a vote by at least four members of the Board per Section
1-11-495 (B).

5. What is recommendation of Board Office involved?
The Office of State Budget recommends:

A. The Board find that the operating deficit is unavoidable and due to factors
which are wholly outside the control of the agency.

B. Recognize the operating deficit not to exceed the amount of $7,396,876.
C. Notify the presiding officers of the House and Senate.

D. Direct the Office of State Budget to continue working with the
Department to reduce the deficit.

6. Recommendation of other office {as required)?

Authorized Signature:
Office Name:

Supporting Documents:

List those attached:

- Letter from Jon Ozmint, Director, Department of Corrections dated
December 7, 2010

- S.C. Department of Corrections Expenditure and Revenue Projections for FY
2010-11

- Section 1-11-495 of the S.C. Code of Laws

- Proviso 89.130 of the FY 2010-11 Appropriation Act

List those not attached but available:




MARK SANFQRD, Governor
JON OZMINT, Director

December 7, 2010

AGENCY MAIL SERVICES

Mr. Frank W, Fuseco, Executive Director
South Carolina Budget & Control Board
6™ Fioor, Wade Hampton Building
Columbia, SC 29201

Dear Mr. Fusco:

Per Proviso 89.130 (Deficit Monitoring), the Scuth Carolina Department of
Cosrections (SCDC) is officially requesting permission to run a deficit again in FY11-12
in the amount of $7,524,876.

'The Agency has reviewed all operations to determine where spending cuts can be
made and implemented those options during this timeframe. Again this year, all '
employees of SCDC are required to take a five-day mandatory furlough. This represents a
2% pay cut to a group of State employees, many of whom work in potentially the most
dangerous positions in the state.

While the agency will continue to monitor sﬁending, there is no way for the
agency to meet constitutional standards and operate safely without running a deficit.

Ms. Marsha Kjoller, Director, Office of Budget and Resource Management,
continues to meet with Harry Bell, Office of State Budget, on a regular basis to review
our financial performance and review what we project to spend for the year. She will
continue these meetings as long as this Agency is forced to operate at a deficit.

Your consideration of our request is greatly appreciated. Should you have any
questions, please feel free fo contact Ms. Kjoller at 896-1744.

Sipgerely,

on Ozmii

JO:mlk

P.0. Box 21787 - 4444 Broad River Road - Columbia, 5C29221-1787 - Telephone (803) 896-8535

http:/fwww.state.sc.usfsede E-mail: corrections.info@doc.state.sc.us



Department of Corrections

FY 2010-11
Excluding Non A.R.R.A. Federal Funds & Permanent Improvements

FY 2010~11 Funding

Original General Funds Appropriation Per Act (Including Sustained Veto) $204.218,632
A.R.R.A. Budget Stabilization Funding $40,428,000
Proviso 90.16 - Increased Enforcement Collections $8,571,982
State Health Plan Allocation $2,174.100
Adjusted State General, A.R.R.A and Proviso 80.16 Funds $345,393,724
Other Funds - SCDC Revenue Estimate $49. 599 900
Total Available Funds . $304,093,624
FY 2008-10 Actual Expenditures $397,834,808
FY 2010-11 Projected Expenditures $402.518,500
Projected increase in Expenditures 54,683,692
Projected Deficit ($7,524,8786)
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*

Object
Code
50133
50158
50160
50170

5130400000
5130500000
5130610000

51300

5021310000
5032410000
5111010000
5111020000

5150020000
5150030000
5033180000
5033190000
5150010000
503150000
5033010000
5031010000
502007C000
5031030000
5033050000
5040510000

5033150000
5033160000

Various

Note:

Department of Correction's FY 2010-11 Expenditure Projections

Expenditure tem
Commissioner
Classified Positions
Unclassified Positions
Other Personal Service
Personal Service

Workers Compensation
Unemployment Compensation
Health insurance

All Other Fringe

Fringe Benefits

Total PS & Fringe Benefits
Medical & Health Services
Medicai, Scientific & 1.ab Support
Medical Services - Individuals
Medical Services - Instifutional
Medical

Natural Gas

Electricity

Fuel, Gil & Kerosene
Propane. Ete.

Lights, Power & Heat

Utilities

Gasoline

Food Supplies

Household Laundry

Data Processing
Maintenance Supplies
Clothing Supplies

insurance State

Purchase for Resale

Purchase for Resale
Subtotal - Purchase for Resale

Subtotal - Major Other Operating

Subtotal - Personal Serv. & Major Other Operating

All Cther Object Codes

Total

November 2010
(Excluding Non A.R.R.A Federal and Permanent fmprovemeanis)

Actual SCDC Difference
Expenditures FY 2010-11 FY 10 Actual
FY 2009-10 Projection vs FY 11 Proj
140,850 * 141,000 * 150
182,254,476 182,500,000 245524
3,307,272 . 3,310,000 2,728
13872.213 13,667,000 {8213
199,374,811 199,618,000 243,188
11,225,094 11,000,000 {225,004}
860,163 1,205,100 344,937
21,119,385 24,000,000 2,880,605
44,224,293 44.400,000 175,701
77,428,951 80,605,100 3,176,149
276,803,762 280,223,100 3,419,338
3,754,634 3,750,000 (4,634)
14,179,040 14,200,000 20,960
7,481,728 7.500,000 18,272
12,639,389 12.700.000 60,601
38,054,801 38,150,000 85,199
3,782,381 3,850,000 167,619
9,493,878 9,500,000 6,122
454 211 475,000 20,789
2.211.005 2.275,000 63,995
15,041,475 16,200,000 258,525
7,186,210 7,200,000 3,790
1,638,024 1,850,000 11,976
13,185,349 13,200,000 14,651
2,266,168 2,300,000 33,832
2,384,103 2,000,000 (384,103)
3,635,716 3,400,000 (235,716}
1,752,455 1,800,000 147,545
1,811,175 1,800,000 {11,175}
10,227,150 10,550,000 322,850
3.951.608 3,750.000 {241.608)
14,218,758 14,300,000 81,242
102,084,234 102,100,000 15,766
378,887,996 382,323,100 3,435,104
18,046,612 20,195,400 1,248,788
397,834,608 402,518,500 4,683,892

Reflects impact of furlough days on the Director's Salary. Annual approved unadjusted salary is $144,746.
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South Carolina Code of Laws - Section 1-11-495 — As Amended

(A) The State Budget and Control Board is directed to survey the progress of the collection
of revenue and the expenditure of funds by all agencies, departments, and institutions. If the
board determines that a year-end aggregate deficit may occur by virtue of a projected
shortfall in anticipated revenues, it shall utilize those funds as may be available and required
to be used to avoid a year-end deficit and after that take action as necessary to restrict the rate
of expenditure of all agencies, departments, and institutions consistent with the provisions of
this section. No agencies, departments, institutions, activity, program, item, special
appropriation, or allocation for which the General Assembly has provided funding in any part
of this section may be discontinued, deleted, or deferred by the board. A reduction of rate of
expenditure by the board, under authority of this section, must be applied as uniformly as
may be practicable, except that no reduction must be applied to funds encumbered by a
written contract with the agency, department, or institution not connected with state
government. This reduction is subject to any bill or resolution enacted by the General
Assembly.

(B) As far as practicable, all agencies, departments, and institutions of the State are directed
to budget and allocate appropriations as a quarterly allocation, so as to provide for operation
on uniform standards throughout the fiscal year and in order to avoid an operating deficit for
the fiscal year. It is recognized that academic year calendars of state institutions affect the
uniformity of the receipt and distribution of funds during the year. The Comptroller General
or the Office of State Budget shall make reports to the board as they consider advisable on an
agency, department, or institution that is expending authorized appropriations at a rate which
predicts or projects a general fund deficit for the agency, department, or institution. The
board is directed to require the agency, department, or institution to file a quarterly
allocations plan and is further authorized to restrict the rate of expenditures of the agency,
department, or institution if the board determines that a deficit may occur. It is the
responsibility of the agency, department, or institution to develop a plan, in consultation with
the board, which eliminates or reduces a deficit. If the board makes a finding that the cause
of, or likelihood of, a deficit is unavoidable due to factors which are outside the control of the
agency, department, or institution, then the board may determine that the recognition of the
agency, department, or institution is appropriate and shall notify the General Assembly of
this action or the presiding officer of the House and Senate if the General Assembly is not in
session. The board only may recognize a deficit by a vote of at least four members of the
board.”

(C) Upon receipt of the notification from the board, the General Assembly may authorize
supplemental appropriations from any surplus revenues that existed at the close of the
previous fiscal year. If the General Assembly fails to take action, then the finding of the
board shall stand, and the actual deficit at the close of the fiscal year must be reduced as
necessary from surplus revenues or surplus funds available at the close of the fiscal year in
which the deficit occurs and from funds available in the Capital Reserve Fund and General
Reserve Fund, as required by the Constitution of this State. If the board finds that the cause
of or likelihood of a deficit is the result of the agency, department, or institution management,
then the state officials responsible for management of the agency, department, or institution
involved must be held liable for it and the board shall notify the Agency Head Salary
Commission of this finding. In the case of a finding that a projected deficit is the result of the
management of the agency, department, or institution, the board shall take steps immediately
to curtail agency, department, or institution expenditures so as to bring expenditures in line
with authorized appropriations and avoid a year-end operating defﬁ X M E -~
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FY 2010-11 APPROPRIATION ACT

89.130. (GP: Deficit Monitoring) If at the end of each quarterly deficit monitoring
review by the Office of State Budget, it is determined by either the Office of State Budget
or an agency that the likelihood of a deficit for the current fiscal year exists, the agency
shall submit to the Office of State Budget within fourteen days, a plan to minimize or
eliminate the projected deficit. After submission of the plan, if it is determined that the
deficit cannot be eliminated by the agency on its own, the agency is required to officially
notify the State Budget and Control Board within thirty days of such determination that
the agency is requesting that a deficit be recognized. Once a deficit has been recognized
by the State Budget and Control Board, the agency shall limit travel and conference
attendance to the minimum required to perform the core mission of the agency. In
addition, the board when recognizing a deficit may direct that any pay increases and
purchases of equipment and vehicles shall be approved by the Office of State Budget.
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STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF February 8, 2011 ITEM NUMBER 2

AGENCY:  Office of State Budget

SUBIECT: Notification of Agency Deficit — Department of Health and Human Services

At the December 14, 2010 Budget and Control Board meeting the Board carried over
consideration of the Department of Health and Human Services request for recognition of a FY
2010-11 operating deficit and directed that the item be placed on the agenda for the next Board
meeting. The Department of Health and Human Services has notified the Office of State Budget
of a projected deficit within the State’s Medicaid program estimated at approximately $228
million. The Department indicates that since December 2007 more than 100,000 individuals
have enrolled in the Medicaid program after having experienced a decline in enrollment for the
three year period prior to that time. There are currently over 800,000 South Carolinians enrolied
in the Medicaid program with the fastest growing category of adult enrollment occurring among
low income families which is primarily due to the recent economic downturn. Forty-three
percent of the state’s children are on Medicaid. The Department indicates federal prohibitions
against altering eligibility policies and procedures restrict its ability to affect enroliment growth.
In addition, state legisiative restrictions have hampered the agency’s ability to make reductions in
expenditures not tied to federal mandates.

Enroilment and expenditure trends indicate overall Medicaid expenditures will increase by 10%
as compared to last fiscal year. As a result the Department currently projects overall state match
needs from all sources of eligible funds at $1.432 billion. However, available state matching
funds are estimated at $1.205 billion including $127 million associated with the federal
government’s cxtension of the enhanced Federal Medicaid Assistance Percentage (FMAP) rate
for the last two quarters of the state fiscal year. Therefore the Department currently projects the
shortfall at approximately $228 million. The Department has initiated several measures prior to
this fiscal year which the agency estimates has reduced overall state matching needs in the

current year by $22.9 million. E X H i B i T
FEB 8 201 8

BOARD ACTION REQUESTED:

STATE BUDGET & CONTROL BOARD

Pursuart to Section 1-11-495 of the S.C. Code of Laws, determine that the operating deficit
incurred by the State’s Medicaid program is unavoidable and recognize the operating deficit not
to exceed $227,786,198. Notify the presiding officers of the House and Senate. Direct the
Office of State Budget to continue working with the Department to reduce the deficit.
Recognition of an agency deficit requires a vote by at least four members of the Board per
Section 1-11-495 (B).

ATTACHMENTS:

Agenda item worksheet; Letter from Emma Forkner, Director, Department of Health and Human
Services dated November 3, 2010; Department of Health and Human Services Notification of
Projected Deficit and Deficit Reduction Plan; Section 1-11-495 of the S.C. Code of Laws;
Proviso 89.130 of the FY 2010-2011 Appropriation Act






BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

2011-05

For Meeting Scheduled for: February 8. 2011 Regular Agenda

L.

Submitted By:
(a) Agency: Office of State Budget /
(b) Authorized Official Signature: ? 2? S

Subject:
Notification of Agency Deficit — Department of Health and Human Services

Summary:
At the December 14, 2010 Budget and Control Board meeting the Board carried

over consideration of the Department of Health and Human Services request for
recognition of a FY 2010-11 operating deficit and directed that the item be placed
on the agenda for the next Board meeting. The Department of Health and Human
Services has notified the Office of State Budget of a projected deficit within the
State’s Medicaid program estimated at approximately $228 million. The
Department indicates that since December 2007 more than 100,000 individuals
have enrolled in the Medicaid program after having experienced a decline in
enrollment for the three vear period prior to that time. There are currently over
800,000 South Carolinians enrolled in the Medicaid program with the fastest
growing category of adult enrollment occurring among low income families
which is primarily due to the recent economic downturn. Forty-three percent of
the state’s children are on Medicaild. The Department indicates federal
prohibitions against altering eligibility policies and procedures restrict its ability
to affect enrollment growth. In addition, state legislative restrictions have
hampered the agency’s ability to make reductions in expenditures not tied to
federal mandates.

Enrollment and expenditure trends indicate overall Medicaid expenditures will
increase by 10% as compared to last fiscal year. As a result the Department
currently projects overall state match needs from all sources of eligible funds at
$1.432 billion. However, available state matching funds are estimated at $1.205
billion including $127 million associated with the federal government’s exiension
of the enhanced Federal Medicaid Assistance Percentage (FMAP) rate for the last
two quarters of the state fiscal year. Therefore the Department currently projects
the shortfall at approximately $228 million. The Department has initiated several
measures prior to this fiscal year which the agency estimates has reduced overall
state matching needs in the current year by $22.9 million.

What is Board asked to do?

Pursuant to Section 1-11-495 of the S.C. Code of Laws, determine that the
operating deficit incurred by the State’s Medicaid program is unavoidable and
recognize the operating deficit not to exceed $227,786,198. Notify the presiding
officers of the House and Senate. Direct the Office of State Budget to continue
working with the Department to reduce the deficit. Recognition of an agency
deficit requires a vote by at least four members of the Board per Section 1-11-495

(B).




5. What is recommendation of Board Office involved?
The Office of State Budget recommends that pursuant to Section 1-11-495 of the
S.C. Code of Laws:

A. The Board find that the operating deficit is unavoidable and due to factors
which are wholly outside the control of the agency.

B. Recognize the operating deficit not to exceed the amount of $227,786,198.
C. Notify the presiding officers of the House and Senate.

D. Direct the Office of State Budget to continue working with the
Department to reduce the deficit.

6. Recommendation of other office (as required)?

Authorized Signature:
Office Name:

Supporting Documents:

List those attached:

- Letter from Emma Forkner, Director, Department of Health and Human
Services dated November 3, 2010

- Department of Health and Human Services Notification of Projected Deficit and
Deficit Reduction Plan

- Section 1-11-495 of the S.C. Code of Laws

- Proviso 89.130 of the FY 2010-2011 Appropriation Act

List those not attached but available:
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Les Boles, Director

SC Office of State Budget

1201 Main Street, Suite 870
Columbia, South Carolina 29201

Dear Mr. Boles:

I am writing to officially notify you, in vour capacity as director of the SC Office of State
Budget, that the South Carolina Department of Health and Human Services 1s requesting the
recognition of a deficit for State Fiscal Year 2011, in accordance with Proviso 89.130 of the
State Fiscal Year 2011 Appropriations Act.

Our current expenditure projections for the Medicaid program compared to the funds
appropriated to the agency in the State Fiscal Year 2011 Appropriations Act indicate an
estimated shortfall in state matching funds of approximately $355 million. The extension of the
increased FMAP funds under the American Recovery and Reinvestment Act {ARRA) can
potentially reduce the shortfall by approximately $127 million, provided that the agency can
access sufficient state matching funds to draw down the FMAP funds. This would still leave a
net shortfall of approximately $228 million. We have reviewed our expenditure and enrollment
trends through the first quarter of the fiscal year and do not see any significant change that would
cause us to revise our annualized expenditure growth estimate of 10 percent, on which the
estimated shortfall is based.

There are several reasons for the projected deficit:

e Since the beginning of the recession, there has been a substantial increase in Medicaid
enrollment. More than 100,000 people have been added since December 2007 and annual
enrollment growth has averaged about 5 percent. For several years prior, enroliment had
remained flat. States have historically had the ability to adjust eligibility criteria to better
control enrollment growth. However, there is now a federal prohibition against altering
eligibility policies and procedures. This prohibition was originally a condition of
accepting enhanced FMAP funding through ARRA, and is now a part of national health
care reform. Under the health care reform law, the current eligibility rules must stay in
place at least until 2014 for adult categories and until 2019 for child categories. The
state’s inability to affect enrollment growth, a primary cost-driver of increased Medicaid
expenditures, will limit options to reduce current and future Medicaid spending.



Les Boles, Director
November 3, 2010
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The above eligibility restrictions coincide with $228 million in budget reductions over the
past three years. Since the program’s budget is large, and most of the cuts have been
“across the board” reductions, they have had a magnifying effect. For example, the 5
percent cut in December 2009 translated to more than a $38 million reduction in state
funds for the Medicaid program. SCDHHS was positioned to absorb most of these cuts
with reserve funds, which were originally conceived as a buffer against the type of
unanticipated Medicaid enrollment growth we have experienced.

In addition to budget reductions, beginning in State Fiscal Year 2009 more than $550
million in non-recurring funds were transferred from SCDHHS to other state entities.
These funds helped offset what would have otherwise been steeper cuts to other agencies,
but have now been exhausted. The following details the individual transfers:

SEY 2009

Proviso Transfers 3 68,267,983
General Fund Transfers 22,492,776
Total 90,760,759
SFY 2010

Proviso Transfers $326,254,347
General Fund Transfers 44 628,621
Total 370,882,968
SFY 2011

Proviso Transfers $ 72,107,658

General Fund Transfers 18,628,621

Total 96,736,279

Grand Total $552,380,006

Current state legislative restrictions have hampered our ability to make necessary
reductions in expenditures not tied to federal mandates. Notably, we are prevented from
adjusting provider rates by legislative proviso. Forty other states have already lowered
rates in recent years to offset growth, and South Carolina is the only state with a
legislative restriction against doing so. Several other provisos prevent the agency from
eliminating or scaling back state-optional Medicaid services. When federaily mandated

- services and state restrictions are set aside, SCDHHS only has discretion over

approximately 10 percent of the funds appropriated by the General Assembly.
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Because we have a responsibility to ensure wise usage of taxpayer dollars, the agency has made
significant strides over the past eight years in operating more efficiently and reducing
unnecessary expenditures. These efforts include a shift to improved care coordination for
Medicaid beneficiaries, marked increases in fraud and abuse collections, and tightened criterta
for reimbursable Medicaid services. If these initiatives had not been in place, the current budget
difficulties would be exacerbated.

While administration accounts for about 3 percent of the Medicaid budget, with personnel
accounting for onlyl percent, SCDHHS also has streamlined operations through travel
restrictions, increased energy efficiency and the replacement of paper processes with electronic
methods, We also have implemented staffing reductions and numerous furloughs. The agency’s
employee vacancy rate is currently 18 percent, the equivalent of 275 full time positions. It is
important to note that new 1T requirements contained in the federal health care reform will place
additional administrative burdens on the state in coming years. SCOHHS’ actuary estimates our
administrative costs likely will increase by $20 million per year beginning in 2012.

Over the past several months, SCDHHS has engaged Medicaid stakeholders in a frank discussion
about the budget realities facing the program, and asked for their input for reducing expenditures.
Through the Medicaid Sustainability Project we have hosted more than a dozen meetings with
physicians, hospitals, advocates, nursing homes, coordinated care entities and many others to
solicit ideas. This process generated more than 700 suggestions and has fostered a better
understanding of the collective responsibility we all share for the program.

Many stakeholders were unaware of the restrictions placed on reducing Medicaid eligibility,
provider rates and services. A majority of the suggestions involved investments in modernizing
our claims and eligibility systems, enhancing utilization controls, increasing co-pays and
additional fraud and abuse control. We do intend to implement some of these suggestions and
have submitted additional options in the attached deficit reduction plan. Perhaps not surprisingly,
few provider groups recommended rate reductions or the elimination of services.

While these efforts have been beneficial, it is now clear that without the flexibility to change
enrollment policy and reimbursement rates, or materially alter service options, the agency cannot
make up for the budget shortfall on its own. Therefore, we respectfully ask that the agency’s
request for recognition of the deficit be placed on the agenda for the December 14, 2010 meeting
of the Budget and Control Board.

In closing, I believe it is important to stress that Medicaid funding is not simply a short-term
challenge for the state. As some state leaders have recently pointed out, provisions in the new
federal health care reform law will place even greater pressure on future budgets. Unprecedented
enrollment expansions will add as many as 649,000 new people to South Carolina’s Medicaid
rolls beginning in 2014, a 48 percent increase over current enrollment levels. This means that
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within four years a full 30 percent of the state’s population could be dependent on Medicaid for
health care.

Our actuary estimates that this expansion will come at a significant cost to the state. An
estimated $2.1 billion in state funds will be needed to fund Medicaid in 2014. By 2024, state
Medicaid expenditures will reach $3.9 billion and account for 54.9 percent of all general revenue
funds, based on 2.9 percent annual growth in general fund revenue.

The staff at SCDHHS is committed to working with stakeholders and policymakers in finding
practical solutions to these current and future demands so that the program can continue to serve

our state’s neediest residents.
Sincerely, 2

Emma Forkner
Director

EF:jp
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Department of Health and Human Services Deficit Reduction Plan

Executive Summary — Potential Options to Deal with Medicaid Deficit

Swnmary Analysis of DHHS FY2011 Potential Deficit

Background on Causes of the Deficit

Section 1. List of Mandatory and Optional Populations and Services
Section 2. interpretation of PPACA Sec. 2001{b} -~ Maintenance of Effort
Section 3. Medicaid Enroliment Projections
Section 4. List of Legisiative Actions
o Restrictive Provisos
o Statutory Changes
e Options for Reducing the Deficit
Section 5. List of Current Cost Saving Effort for SFY 2011
Section 8. Fiscal Impact for Eliminating Optional Services
Section 7. Fiscal Impact for Reducing Community Long Term Care Services
Section 8. Fiscal impact for Reimbursement Reductions Across all Pravider Types
Section 9. SC Medicaid Budget Sustainability Project Report
* What Happens if Deficit is not Recognized?
Section 18. Contingency Plan if the DHHS Deficit is not Recognized
e  Other Impact Information

Section 11. Legal lmplicatians of Withdrawal from the Medicaid Program



Executive Summary — Potential Options to Deal
with Medicaid Deficit



Executive Summary

Since ils creation in 19635, the Medicaid program has served the vital health needs of the
state's poorest residents. Gradual expansions through the years have increased the
mission of the program beyond a minimal “safety net,” and roday, Medicaid serves
approximately 43 percent of all South Carolina children and covers 33 percent of all
births in the state. Medicaid reimbursement is now a significan( portion of the state’s
health care economy, accounting lor nearly $5 billion annually paid directly to hospitals,
nursing homes, doctors and other providers.

Growth of the program also has increased the financial obligation of taxpayers to fund it
at federally mandated levels. The South Carolina Department of Health and Human
Services (SCDHHS) has worked to mainfain an accountable, efficient program thal
protects the taxpayers’ investrnent. While South Carolina’s Medicaid program s auslere
compared to many others across the nation, it has reached a point where expenditures are
outpacing the resources aliocated fo if.

Poteniial Shortfall

SCDHHS projects a net shortfaill of $228 million al the end of SFY 2011, This is based
on the program realizing $127 million from the extension of the increased FMAP funds
available under the American Recovery and Reinvestment Act. [t also assumes 2 10
percent growth rate in expenditures for the remainder of the fiscal year. See the attached
Summary Analysis of DHHS Potential Deficit for further details.

Causes of the Defleit

Since the beginning of the recession, there has been a substantial increase in Medicaid
enroliment. A net of more than 100,000 people have been added since December 2007,
and enroliment growth over the last |2 months has averaged about 5 percent. There is
currently a federal prohibition against altering eligibility standards, and this has taken
away the state’s ability to manage the influx. This protubition was originally a condition
of the federa! stimulus package and is now part of the new federal health care reform law.

SCDHHS aiso has experienced $228 million in budget reductions over the past three
years. These cuts, combined with the loss of miore than $350 militon in non-recurring
fands transferred from SCDHHS {o other state entities, have depleted reserve funds
designed to serve as a buffer against the kind of unanticipated Medicaid enroliment
growth currently underway.



Additionally, current state legislative restnictions have limited the agency’s ability 1o
make reductions in expendifures not tied 1o federal mandates. Notably, South Carolina s
the only state prevented trom lowering provider reimbursement rates, Several other
budget provisos block the agency from eliminating or scaling back state-optional
Medicaid services, See section 4 for more details.

Options for Reducing the Deficit

SCDHHS has implemented numerous cost-saving initiatives during the past several
years. So far this fiscal year alone, the agency has saved $22.9 million through a
combination of staff reductions and erthanced service utilization conwols. See Section 5
for more details. [n recent months, SCDHHS has sought input from various Medicaid
stakeholders about potential ways to reduce expenditures. The Medicaid Sustamabibity
Project generated more than 700 suggestions from providers, advocates and others. [t is
now clear the agency cannot make sufficient reductions on its own, and viable options for
reducing expenditures are limited.

Eliminate Optional Services: The majority of expenditures paid under Medicaid
are for federally mandated services, such as physician visits, hospitalization,
nursing home care and non-emergency transportation. Currently, there are certain
state provisos that restrict SCDHHS' ability to manage or eliminate several of the
optional programs. Other services such as adult vision care, adult rehabulitative
services and hospice care could be eliminated (services for chiidren deemed
medically necessary are mandatory).

Note that while eliminating certzin optional services may reap short-term savings,
w could ultimately increase expenditures. For example, eliminating prescription
drug coverage likely would cause many with chronic conditions 1o seek
gmergency room treatment. Any consideration of eliminating or reducing optional
serviges alsg should take into account the financial effect on other agencies since
they provide many optional services. A list of optional services and potential
savings are included in Section &

Reducing Community Loog Term Care Services: Since federal law prohibiting
changes to eligibility applies 1o waiver envollment, some services offered (o
waiver recipients can be reduced but not eliminated. These include waiver
services for children with complex medical needs, elderly residents receiving in-
home care and disabled people who are dependent on ventilators. A detailed
analysts of potential savings associated with reducing services for these
beneficiaries is included in Section 7.



Reductions in these services, such as meals for the elderly, could result in an
increase of beneficiaries seeking more expensive institutional care.

Reduce Provider Reimbursement: Forty states have reduced provider rates in
recent years to offset Medicaid expenditure growth. South Carolina budget
Proviso 89.87 prohibits reductions to Medicaid provider rates. If this restriction
were lifted, an across-the-board rate reduction could be implemented for all
providers, thus ensuring one provider type is not disproportionately impacted. An
annualized estimate of a | percent reimbursement reduction across all provider
types in SFY 2012 would save an estimated $9.9 million (state dollars); a 10
percent reduction would save approximately $100 million, Potential savings from
rate adjustments are detailed in Section 8,

Reimbursement reductions alone cannot make up for the entire shortfall. Rate cuts
that are too steep could cause a provider exodus from the Medicaid program. If
Medicaid beneficiaries were unabie to find doctors willing to provide them with
care, it would lead to increased utilization of emergency room visits and a
corresponding increase in costs.

Contingency Planning

Since each of these items listed above require action from the state legistature and the
federal Centers for Medicare and Medicaid Services, SCDHHS has created a contingency
plan in the event that the deficit is not recognized and sufficient reductions are not met.
SCDHHS projects that its ability to reimburse providers for services rendered will cease
on March 4, 2011, SCDHHS will continue to receive, adjudicate and store claims, but
they will not be released for payment until there are funds to pay them.

Withdrawal from Medicaid

[t has been asked on recent occasions whether South Carolina must participate in the
Medicaid program at all. It does not. However, if the state were to withdraw from
Medicaid, it would forfeit all federal reimbursement it draws down. In SFY 2010, the
federal portion for Scuth Carolina was approximately $4.1 billion.

The loss of funds would mean South Carolina could serve only a smal! fraction of the
975,000 unique individuals who receive services through the program each year. The loss
of Medicaid coverage would have catastrophic consequences for many sick, elderly and
disabled beneficiaries, Additionally, withdrawal from the Medicaid program would have
an estimated annual $600 million negative impact on other state agencies that rely on
Medicaid reimbursement, inctuding the Department of Disabilities and Special Needs, the
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Department of Social Services, the Departiment of Mental Health, the Depannment of
Health and Environmental Control and others. The foss of federal matching funds also
would have a significant effect on the state's health care indostry, which s the end
recipient of the federat Medica:d mvestment.

In closing, the staff at SCOHHS is committed to working with members of the Budger
and Control Board in the coming weeks and months. We are grateful for the many
constructive suggestions received through the Medicaid Sustainability Project. By
engaging stakeholders in an open dialogue about the Medicaid program, we have tried to
foster a better understanding of the budget realities we now face. Ultimately, the
program’s future success will be gauged by our collective willingness to continue to
assist those most in need of help.



Summary Analysis of DHHS FY2011 Potential
Deficit



Summary Analysis of DHHS FY2011 Potential Deficit

FY2011 Medicaid Funding Needs :

Projected Match Need for Services at 10% growth at Regular FMAP Rate
Annualization of Non-Recurring Admin Funding '

FY1( Costs Paid in FY11

MUSC DSH Appropriation Transfer

DDSN Waiver Permaneni Appropriation Transfer

Total Projected Funding Needs FY11

‘Total Funding Available:

Total General Fund Appropriations

Increased FMAP Retained per Proviso 60,21

Projected Drug Rebate Revenue

Tobacco Settlement Revenue

Earmarked Revenue from QOther Agencies

Hospital/County Taxes {net of FYL1 received and used in FY10 - Proviso 21.44)
Plus ARRA Returned from Agencies Proviso 90.21

Total Projected Available Funding

potential Deficit
Estimated ARRA increased FMAP Extension
Potential Deficit

Projected Match Need based on Preliminary Final SCEIS Reports dated 8/11/10

Ly W W U U

i W W A W e Uy

Based on Current
Enrollment and
Expenditure Trends

1,322,932,798
47,694,804
40,000,000
18,628,621
3,609,346
1,432,865,565

726,496,086
162,778,486
20,000,000
10,000,000
1,585,824
141,257,103
16,000,000
1,078,167,499

{354,698,070)

126,911,872

{227,786,198}



Background on Causes of the Deficit
Section 1. List of Mandatory and Optional Populations and Services
Section 2. Interpretation of PPACA Sec. 2001(b) —~ Maintenance of Effort
Section 3. Medicaid Enrollment Projections

Section 4. List of Legislative Actions
s Restrictive Provisos
« Statutory Changes



Section 1. Medicaid Mandatory and Optional Services

The following services are mandatory; if 2 state chooses to participate in the Medicaid program, it must
provide these to eligible recipients:

¢ Hospltal Services

s Nursing Home Services for individuals 21 years or oider

e Physician Services

s Home Health for those who qualify for nursing home services

e Early and Periodic Screening, Diagnosis, and Treatment [ERPSDT) Services for Children
s Clinic Services for Children

& Services provided in FOHCs and RHCs

« Dental Services for Children

¢ Medicare Part B Premium Payments

e Transportation Services

e Lab & X-Ray Services

¢« Nurse Practitoner and Nurse Midwife Services

e Family Planning and Pregnancy Rejated Services

e Pharmaceutical Services for Children and Institutionalized Adults
s Emergency Services for Nan-citizens

SCDHHS cannot change any eligibility standards, methodologies, or grocedures nor.reduce or eliminate

categories of assistance due te the maintenance of effort requirement associated with ARRA funding and the

ACA |, This pertains to both mandatory and optional eligibility categories. Current categories include:

Mandatory Categories
# Foster Care Children
¢ (overage of children age 1-5 at or below 133%Fpl and age 6-18 at or below 106%FPL
s Coverage for Pregnant Women And infants
» Low Income Families
e Transitional Medicaid
¢ Social Security Income Recipients {SLMB/QMB/QI F’rc:gramws)i

Optionol Categories
e Women with Breast and Cervical Cancer
s TEFRA Chifdren
& Farnily Plarining Program
» Children’s Health Insurance Program (CHIP}
e Aged Blind or Disabled w/ some exceptions
¢ \Working Disabled Program
s Optionai State Supplement (Exception: cannot drop below previous year’'s expenditure)

Walver Programs {PRTF, Medically Comnplex Children, HiV, Vent Dependent, CLTC & DDSN waivers] -
the waiver itself has a maintenance of effort requirement, services within the waiver can be reduced if
the change in the service does not impact on an individual’'s ability to maintain Medicaid eligibility.
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The following services are optional and, therefore, it is possible to eliminate them while still participating in
the Medicaid program:

*

Pharmaceutical Services for Non-institutionalized Adults

Haospice Services for Adults

PACE Program

Durable Medical Equipment Services and Devices for Adults

Inpatient Psychiatric Hospital for Children

intermediate Care Facility for Individuals with Mental Retardation (ICF/MR}

Rehabilitative Services for Adults {such as Behavioral Health, Occupational therapy, Physical Therapy)
Targeted Case Management

Chiropractic Services for Adults

Dental Services for Adults

Vision Services for Adults

Podiatry Services for Adults

Clintc Services for Adults

CLTC Services (such as Adult Day Heealth Care, Attendant Care, Home Delivered Meals, Environmental

-Maodifications, Personal Care Attendants)

Integrated Personal Care

Section 1905(r){5) of the Social Security Act {the Act} requires that any medically necessary health care
service iisted at Section 1905(z) of the Act be provided t¢ an EPSDT recipient even if the service is not
available under the State's Medicaid plan to the rest of the Medicaig population.

"Services covered by medicare must be provided by Medicaid for QMB - for exampie Adult vision and
Adult Podiatry.

EXHIBIT
FEB & 2011 8
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South Carolina
Department of Hezlth and Human Services
Post Office Box 8206
Columbia, South Carolina 262028206

November 5, 2010
Memorandum
Ta: Deirdra Singleton

Greneral Counsel

From: Bruce . Carter
Assistant General Counsel

Subject: Interpretation of PPACA Sec. 2001(b) — Maintenance of Effort

[ssue: Post ARRA and s Maintenance of Effort provisions, may the state change its sligibility
standards, methodologies, or procedures (o be more restricuive than those in place at the time of
passage of ARRA?

Response: PPACA Section 2001 (b) amends Section 1902(a) of the Social Security Act by adding
subsection {gg) Maintenance of Effort. This new subsection requires, as a condition of receiving
federal funds under Section 1903(a), that states not have i effect eligibility standards,
methodologies or procedures that are more restrictive than those in place at the trme of enacument of
PPACA (March 23, 20(0) until such time as there s a fully ocperational state Exchange. Exchanges
are supposed to be operational by January 1, 2014, Since PPACA was enacted prior to the
expiration of ARRA, this section essentially means that states must maintain the same level of effort
as required in ARRA (July |, 2008) until 2 state Exchange is fully operational.

fssue: May the state qualify for the Nonapplication exception under the Maintenance of Effon
provision?

Response: The Nonapplication provision is very limited 1n scope. 11 only applies to 2 specific
population, adulis with incomes above 133% of the federal poverty line and allows states Lo reduce
coverage for this group beginning in January 2011 f the state certifies that they are facing a budget
deficit. SC does not provide eligibility for this group. Even 1if SC was providing coverage for this
group, it is unlikely that SC would qualify for the exception. The provision requires thai a stale
certify 1o the Secretary of the U.S, Department of Health and Human Services that, in the year of
such certification or the succeeding year, the state has or projects a budget deficit. PPACA s silen
on exacily what gualifies as a budget deficit, e.g. whether it is for the state as a whole or the stale
medical assistance plan specifically. However, maost ohservers and corumentators are in consensus
that it most likely is referring to the state budget as a whole. South Caroling's Constitution, ia
Article X, Section 7, siates, () [Tlhe General Assembly shall provide by law {or a budget process
to insure that annual expenditures of state government may nol exceed annual state revenue.” This
balanced budget requirement means that the state could not certify a budget deficit or a projected
budget deficit. 1L is unclear whether the Secretary would accept a certification that the siate budget
would be running & deficit to maintain funding at the prior years® level but for the balanced budgel
Page { of 2
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reguirement in the state’s Constitulion. However, even if the Secretary accepied the certification,
the state conid only reduce coverage to that very limited eligibility group, adults with incomes above
133% of the federal poverty line. As stated earlier, SC has not extended coverage to this limited
eliigibility group, so the Nonapplicanion provision does not apply to SC.

Issue: What types of actions may be taken under the Maintenance of Effort provision? Cana
state reduce or restrict eligibthiy for optional populations?

Response: The PPACA focuses on its goals of expanston of access to health care coverage, in
addition to controlling costs and improving the health care delivery system. There are several
sections of the Act that allow expansion of Medicaid coverage, including the mited eligibility
group discussed above. There is very little in the Act that speaks to reductions in coverage. Asa
result, states have limited options available for imiting coverage and reducing program Cosi.

Medicaid has both mandatory ehgibility groups or populations and optional eligibility groups. 1t
also provides for mandatory and optional benefits. States are given substantial freedom m
determining which optional populations and which optional benefits they choose to enroll or
provide. However, the MOE requirements under both ARRA and PPACA apply to both mandatory
and optional populations. The wording of the MOE section says that, at least until January 1, 2014
for adults, and October 1, 2019 for children, o state cannot have more restrictive ehgibihiy
standards, methodologies or procedures than those in effect when PPACA was enacted 1n March
2010, Of course, since the ARRA MOE requirements were séill in place, this provision essentially
froze eligibility reguirements at the level the state had in place on July |, 2008. To eliminate an
existing population, even if it was an optional population would violate the MOE section. To
eliminate a category of eligibility now would make the eligibihity rules for that category more
restrictive than those in effect when PPACA was enacted. Basically, the categories of eligibility that
existed on July 1, 2008, are required to be continued. PPACA only allows states to expand existing
categories or add new ones.

On the other hand, states may reduce provider retmbursement rates or eliminate optional benefits ag
these actions do not normally impact eligibility. However, a state may not reduce rates or benefits to
the extent that they result in the elimination of an eligibility class. According to the Kaiser
Commission, 48 states made at least one policy change to cut costs in state fiscal year 2010 and at
least 46 plan to take additional action in 201 1. Rates to one or more provider types were cut in 35
states. Restrictions on benefits, either eliminating optional coverage, e.g. dental care for adults, or
jmposition of utilization controls or other limits on benefits like DME were made by 20 states.

A number of legal challenges have been filed related to reductions in rates and elimination of
services. Most of these lawsuits have involved issues that go beyond the MOE requirements and
involve Olmstead and the Americans with Disabilities Act. However, in the Gray Panthers v,
Schwarzenegger, a 2009 case from the Northemn District of California, the Court refused 10 issue an
injunction to prevent the elimination/reduction of certain optional benefits as a result of state
legisiation requinng the reductions. The case was appealed tc the 9" Circuit Court of Appeals
which upheld the lower court decision. Legislative action by the state that mandates the reductions
in rates and/or reduction or elimination of optional benefits makes the action more defensible. Rate
reductions have generated the most litigation and do not solely rely on the MOE rles.

Page 2 of 2
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Section 3. Medicaid Enrollment Projections

Enrpllment Trends by Fiscal Year
{Final Data Projected in SFY 2011}

4,5% Projected Grownh

5.0% Growih
o

. Y sl wioen G EY
Updated Ravember 2010 SPYROE i SFYI00 sw:mo ,,, i o

This chart shows Medicaid enrollment trends by SFY which are depicted in the legend.
The percentage growth shown on each line is the change in enrcliment between the
beginning of the SFY in luly and the end of the SFY in lune. The biue line represents
enroliment trends for SFY 2011, We took the final enrollment numbers for January —
July 2010, averaged that growth and projected the enrollment trend for the remainder

of SFY 2011,



Section 3. Medicaid Enrollment Projections

Department of Health and Human Services
Manthly Trend of Eligibles by Major Category
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This chart shows the monthly trend of eligibles by major category from J0B - 010,
These are monthly numbers which are net of the monthly turnover of members. The
recession started in DO7 and shortly thereafter, we've experienced sustained growth in
the number of enrolliees coming onte Medicaid each month. The growth ranges from
2500 — 5000/maonth,  In luly, 2010, the most recent month for which final data is
available, net enrcliment increased by 4,500, The enrotlment growth in SC aver the
past 12 months is trending with the £.6% nationat growth for the same time period. To
say this another way, during the recession which started in D07, we've added more
than 105,000 members to Medicaid.

We took the final enrollment numbers for January — July 2010, averaged that growth
and projected the enroliment trend for the remainder of SFY 2011, The projected
enrollment at the end of lune 2011 is 865,000 as compared to 715,000 when the
vecession began in December 2007,
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Section 4. Provises Inhibiting Medicaid Management

Restrictive Provisos

21.7. (DHHS: Admin. Days/Swing Beds Reduction Prohibition} Funds appropriated herein for
hospital cdministrative days and swing beds shall not be reduced in the event the agency culs programs
and the services they provide,

Justification 1o Delste:
Deletion of this praviso will allow the agency flexibly to manage health care services. The Medicaid
agency recognizes adminisurative and swing beds are necessary services in the Medicaid program.

Fiscal Impact
Fiscal impact for swing beds i1s $226,000 state funds and $528,000 federal funds.

Fiscal impact for admin days 1s $160,000 state funds and $380,000 federal funds.

219 (DHHS: Community Residentiol Care Optional State Supplementation) The increoase (o
Personal Needs Allowance for residents of community residential core focilities, if the federal government
gronis a cost of living increase jo Social Security and Supplemental Security Income recipients, will be
effective in January. The depariment will increase the residentiol care paymeni by the amouni of the cost
of living increase minus $2.00 per recipient for an increase in the Personal Needs Allowance. This
increase (o the Personal Needs Allowance applies to all O8S recipients regardless of whether they receive
Social Security andlor Supplemental Security Income. The maximum amount of poyment a facility can
charge will be increased by the same amount as the cost of living increase, less $2.00. The depariment i
authorized to maximize a portion of the OSS funds (o implement the Infegrated Personal Care program for
eligible residents of community residenticl carve facifities that receive 0SS payments.

Justification 1o Delete:
Deletion of this provise will allow the state to avord increasing OSS payments when the SSA provides a
cost of hiving increase.

2111, (DHHKS: Chiropractic Services) From the funds appropriated hercin, the depariment is direcred 10
provide coverage for medically necessary chivopractic services for Medicaid eligible recipients.

Justification 1o Delete:
Dieletion of the provise will allow the agency flexibility 10 manage optional Medicaid services.

Fiscal impact
Fiscal impact for adult chiropractic services is $119,840 state funds.

21,15 (DHHS: Prescription Reimbursement Payment Methodology) The prescripiion dispensing fee for
the curvent fiscal year is not less than $4.05 per prescription filled. Prescription reimbursements must he



the lowest of: the federal upper limit of payment or South Caroling maximum allowable cost (MAC) for
the dyug, if any, less 10% plus the currens dispensing fee,; the Wholesale Acquisition Cost (WAC) plus
12.5%, or the provider's usual and customary charge to the general public for the dispensed product. By
October 31, 2010, the Department of Health and Human Services shall submit a staie plun amendment to
the Centers for Medicare and Medicaid Services (CMS) requesting approval for the reimbursemeni rale
referenced above. The Depariment shall submit a copy of the CMS State Plan Amendmeni 1o the Chairmen
of the House Ways and Means Committee and the Senate Finance Comuniltee.

During the CMS review process or if the CMS denles the aforementioned siale plan amendment,
prescription reimbursements must be the lowest of: the federal upper limit of paymen: or South Caroline
meaximun allowable cost (MAC) for the drug, if any. less 10% plus the current dispensing fee: the Average
Wholesale Price (AWP) minus 10%, or the provider's usual and customary charge 1o the general public
for the dispensed product.

The Department of Health and Human Services shall adiust the dispensing fee as necessary (o offser any
negative change in the federal reimbursement methodology from the prior fiscal year. The department
shall submit a report by January thirty-firsi, of the curreni fiscal year (o the Chairmen of the Fouse Ways
and Means Commitiee and the Senale Finance Commiliee summarizing any changes in the federal
reimbursement methodology and the impact of the changes on the stole prescriplion reimbursemend
pavment.

Justification to Delete:

J£ CMS approves this proviso, the cost will be 2 million (o the state. 1f CMS does not approve the
proposed language, DHHS wil! still need to change the reimbursement methodology since CMS will no
(onger recognize reimbursement based on AWP as of September 201 1. Deletion of the proviso wilt allow
the agency flexibility to set reimbursement methodology consistent with CMS federal guidelines.

Fiscal Impact:
I DHHS is given Rexibility to set the reimbursement, the fiscal impact for each 1% in dispensing fee and
drug costs at SFY 2012 FMAP 15 $780,000 srate funds.

21.16. (DHHSF: Franchise Fees Suspension) Fronchise fees imposed on nursing home beds and Enacled
by the General Assembly during the 2002 session are suspended July 1, 2002,

Explanation of Provise:

The franchise fee on nursing homes was enacled during the 2002 iegislative session. The purpose of it was
1o raise enough money {0 provide the match for a nursing home rate increase. This was during 2 time when
there were budget cuts and (he nursing homes wanted to ensure they had a source of match for rate
increases. This was proposed by the nursing home indusiry. Since provider {axes have to be broad based
per CMS regulations, they cannot be limited to providers who receive Medicaid reimbursement. The
legislation passed early in the session and the collection of money started. Nwrsing homes that didn't

participate in Medicaid opposed the new tax. Efforts were made in the legislature to repeal the legislation '

but z bill did not pass by the end of the session to repeal the starute, however, this proviso was added in Lhe
budget which suspended 1t

Justification lo Delete:
Deletion of this proviso would provide additional matching funds 1o support nursing home reimbursement

which would free up general funds for other Medicaid services.

Fiscal Impact;
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Revenue depends on the rate per bed per day: 31 /pbpd = 36 milhon; 32 /pbod = $12 million; §3 /pbpd =
£18 million; §4 /pbpd = $24 million; 85 /pbpd = §30 million.

21.20. (DHHS: Prior Authorizafion Exemptions) The Department of Health and Human Services must
expend funds approprialed for pharmaceulical services without prioy aulhorization on medications
prescribed to treal major depression, schizophrenia, or bipolar disorder as defined by the most recent
edition of the Diagnostics and Stalistical Manval of the American Psychiatric Association or following
prescribing practice guidelines established by the American Psychiairic Astociation, or HIV/acquired
immune deficiency syndrome, or oncology related pharmaceniicals. Operational procedures necessary to
insure the appropriaie use and prevent the non-FDA approved use of these medications will be allowed,

Justificalion to Delete:

Deletion of the proviso would allow the use of prior authorization (PA) to require the use of preferred
agents Lo treat major depression, schizophrenia, or bipolar disorder. Without the ability to PA these drugs,
SCOHHS 15 limited in its ability (o control the expendirure for these medications, SCDHHS established 3
Preferred Drug List (PDL) program during SFY 2004 and targeted those therapeutic classes that are most
costly to the Medicaid prograin. The PDL compares similar medications and selects the least costly drugs
as “preferred agents’’. Those agents that are selected as “non-preferred” reguire & prior PA, making them
available in circumstances where the preferred agents do not meet the beneficiary’s needs.

During SFY 2010, these PA-exempt mental health drugs accounted for $42.5 million (total dollars) in
expenditures. This represents |6% of Medicaid pharmacy services expenditures, and makes the
therapeutic class that includes mental health drugs SCDHHS® most costly caregory.

Fiseat Impact:
If this proviso was removed and reasonable maragement tools were implemented for tliese medications, an

estimated cost savings of $2.4 mithon total doilars (8720,000 State dollars) could be realized.

21.28. (DHHS: Nursing Services re High Risk/High Tech Children} The Department of Healith and
Human Services shall establish o separate clossification and compensation plan for Registered Nurses
(RN} and Licensed Practical Nurses (LPN) who provide services 10 Medically Fragile Children, who are
Ventilator dependent, Respirator dependeni, Intubated, and Parenteral feeding or any combiation of the
above. The classification plan shall recognize the skill level that these nurses caring for these Medically
Fragile Children must have over and above normal home-care or schoo/-based nurses.

The department shall wilize funds that would have been spent for these children being admitted (o
Hospiial Pediatric Intensive Care Units due 1o the lack of in-home nursing care services. The department
shall pravide an hourly raile adjusimeni of $3.00 per howr ic both the RN rale and LPN rate who provide
specialized and technical medical core to those children who are defined as High Risk/High Tech.

Justification to Delee:
Deletion of this provise would allow the agency flexibiliry to establish reimbursement methodology.

Figcal Trapact;
Fiscal impact 18 approximately $100,000 to DHHS and $300,000 1o DDSN.

EXHIBIT
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89.80. (GP: Flexibility}) In order 1o provide maximum flexibility in absorbing the general fund reduciions
mandaled in this act as compared to Fiscal Year 2008-09 general fund appropriations, agencies ore
authorized for FY 2010-11 to spend agency eanmarked and restricted accounts designoted us “special
revenue funds' as defined in the Compirolier General's records, 1o mainiain critical programs previously
Junded with general fund appropriations. Any spending authorizalion for these purposes must receive the
prior approval of the Office of State Budget and must be reported to the Governor, Senaie Finance
Committee, and the House Wavs and Means Committee. The Compiroller General is cuthorized 1o
implement the procedures necessary (6 comply wiih ihis directive. This provision is provided
noswithstanding any other provision of law restricting the use of earned revenue. Appropriation iransfers
may exceed rwenty percent of the program budge! upon approval of the Budget and Control Boord, Office
of State Budget in consuliation with the Chairman of the Senate Finance Committee and the Chairman of
ihe House Ways and Means Commitiec.

Siate instilutions of higher learning whose budgets have been reduced from the Fiscal Year 2009-
10 state funding level, shall have the authority 1o use other sources of available funds to suppori and
maintain state funded progroms affected by state reduciions during Fiscal Year 207011 and may adjus/
approprialions from special items or programs conlained in this acl in an amounl grealer or less than the
percentage of the reduciion assessed io the instifution’s base budger. Institutions shall submit (o the Office
of Stare Budgel, the Senate Finance Commiltee, and the House Ways and Means Commiliee the umount of
base budge! reductions associated with these programs.

Norwithstonding the flexibility authorized in this provision, the foliowing agencies are prohibiried
Sfrom reducing or transferring funds from the following programs or areas.

G £

A &

(R) Ligwienant Governor's Office
Home and Community Based Services (Meals on Wheels)
(C)  Department of Commerce
Regional Economic Development Orvganizations os defined by

proviso 40.12
(D) Deparoment of Narural Resources
Low Enforcement Program/Enforcement Operations as coninined in
Program [l F. 1

(E) Department of Parks, Recreation, and Tourism
(1} Program Il A. Special ltem. Regional Promotions
(2 Program Il. C. Special Item: Palmelio Pride

In addition the Department of Parks. Recreation and Tourism 1§ prohibited from closing or
reducing the FTE s in the Stote Fouse Gift Shop, and the Santee Welcome Cenler.

Notwithsianding the prohibition on reducing or transferving funds from the programs or areas
lisced abuve, the Department of Natural Resources may reduce the specified programs or areas by an
amount not to exceed the percentage associvted with any mandated reduction.
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With respect to SCOHHS, this proviso directs that noswithsianding the flexibility anthorized in this
provision, specific agencies are prohibited from reducing or transferring funds from the following
programs or areas. DHHS: Teen Pregnancy/Abstinence Programs including, but not limited to MAPPS:
PACE, Federally Qualified Health Centers: and Provider Rates and prohibits the department from
decreasing provider reimbursement rates from their current levels, with the exception of when reducing
rates during the annual updaiing of cost based rates and those rales indexed 1o methodologies described
in the Medicaid Siate Plan.

Justification ¢ Amend:

The proposed amendment would allow the agency flexibility in aligning expenditures with authorized
funding.

Fiscal Impact:

Fiscal impact is related to potential changes in reimbursement. A ong percent reduction across all
Medicaid provider groups would be $5.5 million state dollars. These saving include a reduction to:
chiropractic (21.11), prescription reimbursement {21.13), and nursing services (21.28). If any of these
services are altered independent of this proviso, those adjustments must be taken into consideration
lowering savings herein.

Provisos Directing Fund Transfers in SFY 2011

21.44. (DHHS: Disproportionate Share - DMH) For the current fiscol year, the depariment is divected
1o transfer funds to the Department of Menial Health to make up any shortfall in disproportionate share
Junding due to rule changes from the Center for Medicare and Medicaid Services from the latest federal
Sfiscal year amount. The department must also take any necessary aciion, including ihe submission of an
amendment (o the State Medicaid Plan, to minimize the impaci of disproportionate share funding
redistribution to the Department of Mental Health in future years.

Justification to Delefe:

This proviso requires DHHMS to transfer funds to DMH to make up for a potential reduction in the DMH
disproportionate share reimbursement caused by a change in federal rules on what can be counted in the
uncompensated uninsured costs for DSH reimbursement.

Fiseal Impact:
Fiscal impact is estimated al approximately $7 million for SFY 10-11.

90.14. (§R: Health and Human Services Funding} The source of funds appropriated in this provision is
$234.886, 144 of Depariment of Health and Muman Services general fund appropriaiions, carry forward
Junds, earmarked and restricted special revenue fund accounts, and urobligared stute maich funds
resulting from ihe extension of the increased Federal Medical Assistance Percenage. All agencies, unless
specifically exempt by another provision conlained in this act, shall transfer unobhiguted siate match funds
resulting from the receipt of the increased Federal Medical Assisiance Percentage from July |, 2010 1o

December 31, 2010 to the Departmen: of Health and Fuman Services,

Of these funds the Department of Heolth and Human Services shall transfer $49 107 658 o the General

Fund of the state no later than December 31, 2010,
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Of these funds the department is directed 1o disburse the following appropriciions for the purposes
stated.

/. Depariment of Health and Human Services
Medicaid Maintenance of EffOrt. ... $162,778,486:
2. Department of Disabiliiies and Special Needs

Agency Operafing EXDEHSES .. oottt $ 19,000,000; and
3. Department of Social Services
Therapeutic FOSIer CaFe .o oo oo et e S 4,000 000

Any unobligated state match funds resulting from the receipl of the increased Federal Medical

Assistance Percentage in excess of the funds appropriated above shall be retained by the Depariment of
Healith and Human Services for Medicaid Maintenance of Effort.

Justificanion to Delete/Fiscal Impact;

This proviso directs Lthe agency to send $49 million to the General Fund by December 31, 2010. The

agency 1s also directed to send $19 million to DDSN and 34 million to DSS. The tolal transfer amount is
$72 milflion.
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Section 4, List of Legislative Actions — Statutory Changes

AN ACT TO DECREASE THE MARGIN OF ERROR ALLOWED TO NURSING HOMES IN
MEETING THEIR YEARLY ALLOTMENT OF MEDICAID NURSTNG HOME PERMIT DAYS.

Section 44-7-00as last amended by 1995 Act No. 145, Part I, § 738 15 further amended 10 read as
follows:

SECTION 44-7-580. Viclations of Sections 44-7-80 through 44-7-60; penalties.

(AY Based on reports from the State Department of Health and Human Services, the department shall
deterrine each nursing home's compliance with us Medicaid nursing home permit. Violations of this
article include:

{1} 2 nursing home exceeding by more than {en percent the number of Medicaid patient dave stated in i3
permil;

{2) a nursing home failing to provide at least 1en percent fewer days than the number stated in i1s permil;
(3) the provisions of any Medicald patent days by 2 home without 2 Medicaid nursing home permit

{B) Each Medicaid patient day above or below the allowable range is considered a separate violation.
Fines for nursing homes out of compliance with their Medicaid Nursing Home Permit for years before
July 1, 1995 are waived. After June 30, 2011, a nursing home that exceeds by more than five percent the
number of Medicaid patient days statad in its permit tnust be fined based on the number of Medicaid
patient days exceeding the permil days nimes their daily Medicaid per diem times thirty percent, A
nursing home that fajls o provide ar least five percent fewer days fhan the number stated in 1s permu
must be fined based on the number of Medicaid patient days under the permit days times theh daily
Medicaid per diem tirmes thirty percent. A fine assessed against a nursing home must be deducted from
the nursing home's Medicaid reimbursement. Appeals from this action must comply with the appropriate
provisions of Chapter 23 of Title 1

Justification to Amend/Fiscal hmpact:

A potential cost saving strategy is to reduce the utilization of nursing home services by reduting the
capacity of Medicaid nursing [acilities. This is a two part process that would require amending the
Medicaid permit day law (o reduce the margin that facilities can exceed their permit day ablecation from
£10% to £5%. After the overall capacity 1s reduced, the appropristion requirement would be lessened.

Effective October |, 2010, the stale is required 1o identify nursing facility residents who would like 10
return to the communty. For all ansinons deemed appropriate (those who cortinue (o meet the level of
care requirements apd have been in the facility for at least 90 days), the next available slor m the
Community Long Term Care (CLTCY Prograrn will be offered. The cost of caring for someong in CLTC
is §32 per day compared to $127 for cursing facility residents. This could aiso make the siaie ehgible 10
leverage increased FMAP for ezch persor trangferred for 4 one year perod.

This strategy could be ulilized 1o assist the state in rebalancing its long term care program away from
more costly institutional cere o less costly home care options. For example, the transitioning of 100
nursing home residents 1o home and community based care would result in an annual stae doliar savings
of approximately §t miltion.
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Options for R
Section 5. List of Current Cost Saving Effort for SFY 2011
Section 6, Fiscal Tmpact for Eliminating Optional Services

Section 7. Fiscal Impact for Reducing Community Long Term Care
Services

Section 8. Fiscal Impact for Reimbursement Reductions Across all Provider
Types

Section 9. SC Medicaid Budget Sustainabtlity Project Report
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Section 6. Fiscal Impact for Eliminating Cptional Services

Patenilal fllminatlon of Oplional Services

Annyatized Tosat
SCOHAS Savings

Polentiaf Service EAminatinng

400,000

31,500,000

12,000,000

28,000.000

1,600,000

11,000,000

Matzhed by Other
Apaneies

Marched by (ener
Ageneles

5,000,000

2,800,040

86,500,000

500.000

3622645

248545

100,000

$FY 17 SCOHHS Srate
Savings Esrimate By
Manth {78 5B FRAP)

s 8,473
4 £87.275
g 254,200
g 514,317
& 33,893
B 233,037

Matchad ry Onner

hpeacles
Matched by Other

Agencles
s 105,917
3 9,312
5 5,375,875
$ 10,582
5 16,140
3 5,264
5 4,118

SFY L2 SUDRHS Sate
Sawvings Estimate BY
Month {70.04 FMAR)

$ 5,987
$ 786,450
H 283,600
H 724,033
$ 15,947
$ 274,623

hathes by Other
ppeACies

hagiched by Cther

Agencieg
s 124.833
§ 69,907
$ 5,048,717
3 12,483
§ 40,445
$ 8,204
4 2,457

LY 13 Total SCOMMS

State Savings
Efnimate {20.04
FVIARY
3 119,840
S 5,437,400
s 3,565,200
S 2 688,800
4 479,160
S 3.2595,600

Wiagtchet by Other
Agenties

Matched by Other

Agencles
§ 1,408 000
5 38,840
5 22,000,000
3 149 800
5 1,085 344
5 74,451
£ 16,960

impact

This may result in a shift of costs from
chirnpractars to Csteapaths.

In agditios to likelthood of Increasing
hasphalitations, eliminaring these tenvices would
hawe z signilieant repative fistal Impac on DHEC
and DMK and likely incrgaged ER willization,
especially by aduils with mental ifinesg.
Ermiratlan of thic sesvlce would llkely result in
increaced ER widlratian {or these emergency
Aenial senices

EHmination of this senvice may ragult in increased
£/ and hotpital yiilization.

Elitnination of this service may reselt in mersagad
£R and hospiat utili2stion.

Elmination of this servics would lively result in
Increased ER and hospital wiillzptian,

titmination of thls service would result In a
signiicamt negative fiscal impact {or child-plating
agencles responsibie for chlidren with mental
lness,

Ellmination of this service would resull in 3
sigrificant negative fiscal Impact on DREN.
£himination of this servica would Bkely result in
dnsure of Cammunity Restdential Care FacHitiag
[CREF] wihich will Ilkely inerease ER ullliratinng by
Aculls with mental illness, 4

Ellmination aof this sénies could retolt in delayed
detection of cheonie conditiond or eye disedse
resuiung in dalayed antd mare sxpeniie care.
£limination af this service will rasult in incre aced
£R and hosphal utlliration and increase morbigity
and mortaifty.

Elirminazion of this service would ikely resultin
increased ER srdd hospival utiltzation.

€lirminztion of these services may resuly in
Incressed physicisa utilization and peteniial
Increzsed nursing home and hospital uiliization.
Efminaton of this senvice wiff Increase ER
stiltzztion among aduls whh mental finess.
Addiionaity, eimiaation of thege tervices will
hawe signlicant negative impaet on multigle
agandes Incuding DADDAS ang his local
cammissians, and DDSN"s TR program.
Elimtination of these services may resuh in
increased hospital uliBratlon.
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Section 6. Fiscal impact for Eliminating Optional Services

Patential Efiminetlon of Dpviongl Services

SFY 12 Total SCOHRS
Si81e Savings
fstimare (7004

5FY 11 SCOHRAS Srate | 5FY 12 5C0OAMS Siale

Annuailzed Total ) .
Patentia! Senace Ekminatlons SCDHHS Savings Savings Estimate By | Savings Estimale By
TR} konth (74.58 TMAPY | Bionth [70.04 FMAP]

irapact

Some waiver paricipanis five in housing without
appopriate heat and cooling. This could
notentlaly In¢raase hospitdlirations angd athers
acute care coats. This change would lkely require
waiver smendmants. No changes could e done
until federat approval is received. CMS has 40
days and can Lake longer by requestng funher
wlarmation.

Fliminatian of CLTL gonds and services may resubt
inshore-term savings but Incrgase the risk of
increased pursing home utdizatinn. Thig i 2 much
nigher cost levet of care. This change would likely
réquire waiver amendments, ha changet could
ke done until lederal approval is received. (A4S
has S0 days and cantake longer by requesiing
further information,

£dmingtion of CLTC goods ang services may résull
In short-1erm savings but Increase the nsk of
Inereasad nuesing home otifitasian. This i 2 much
higher cost fevel of care. Thiz ehange would Hkely
regoire walugr smendmanls. Mo changes could
we done untli Tedarel approval & zeceived. Chas
has 90 days and gan take lahger by raueiting
furcher intermation.

flimmation of CLTC goods and senvlces may result
In shor-term savings but ngrease the risk of
mnereased nursing home wtithzation, This 15 @ much
hlgher cost level of care. This change would fikely
refquite waivas ginentments. Mo changes copld
be dong wriil (ederal approval if raceived. CMS
hat 80 days and can take longes by rabuetting
furhet infarmensn.

57,20 0§ 11,188 % 14,361 % 172,323

&OD0 S 85 3 100§ 1,198

86,000 § 2,388 % 1,648 § 19,778

540,000 5 11.43% § 13,462 & 161,784

Eilmination al CVIE goods and services may result
m thont-termn Snddngs bt intrease the risk of
Incegaged nurtlag hame villization. This is 2 much

500000 S 136,508 § YITALT % 3,647 800 hgher costlevel of care, Yhis change would fhely
requirg wabvgr smendments. No ¢hanges ¢ould
be dane wmi federal approval s recelved. (R4S
has 30 days and can take longer by requesting
furthes information.
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Section 6. Fiscal Impact for Eliminating Optional Services

Potantial Eliminatlon of Qmlonal Services

Porential Sennce Eliminations

Annuasined Toral
SCDHHS Savings

SFY 11 SCDMKS State
Savings Estirmate By
danth (7458 FMARS

SFY 12 8L0nHS Srate
Savings £atimate 8y
Manth {0 04 FrahP|

SFY 11 Yo2al SCOHHS
State Savings
Estimale {70.04

Impact

60,200 5 1,277
3 .

-
1L766,000 36,0112
EE: P e AR B.198

5 1,408
$

5 -

4 47,483
5 4662

EMAP)
s 18,085
5
§
5 505,220
3 115,445

E XM
8 2041 8

FEB

Reduction or eiimination of CLTC goads and
SERVICES may resuft in short-term savings b
Incepase the ruk of increasad nursing hame
ulitizatlon. This ic a much highar cost level of
care. This change woold Blely require walver
smendments. No changes tould be done watil
federal approvad i received. CMS has 90 days
antd tan take ionger by requesing further
information.

Reguctlon ar eliemiaation of CLTC goods and
services may resull i shost-term savings b
ncrease the gk of ingreased oucsing home
utihization. This is a smuch higher cast fevel of
care, This change would Hkely renuwirg waner
armandments. No changes couid be done sntil
lederal approval s recetved. (A3 has 40 days
and can take longer by requesting further
wlaemateon.

keduction or glimination of CLTC goods and
servicas may result in shart-term savings but
increase the risk of increased nursing home
utihxatian. This i a much highar cost level of
eare This change would Bkely requite waver
amendments. ¥o changes tould be done until
lesers! approval is recetved. CMS has 90 days
and can take longer by 1equesting further
information,

Reduction or elimination of CLTC goods ang
SEOVILES may result in shortderm savings but
intreaie the risk of inzreased nersing home
uilizatlon, Thiz is a much higher cost level of
care. This change would fikehy require waner
amendments. Ho changes could be done Latit
federsl appeoval s received. (MS has 50 days
and can leke longer by reguesting furher
wisrmatipn.

Reduction or sliminaton of {LIC goods and
services may resullin shortterm savings but
increase the nsk af ingraased aursing home
willizallon. This is @ much higher cost level ol
care. This change would itcely repuire watvor
amendments. No thanges could be done unrit
federal spproval Is recabved. CMS3 has 90 days
and can ke longer by requesting further
infarmation,

| T

STATE BUDGET & CONTROL BOARD
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Section 6. Fiscal Impact for Eliminating Optional Services

Potantlzl Bimination of Optional Servicas

LFY 12 Totat SCDHRS
Save Gavings
Estimate {70.04
FNEAR}

Anmushzad Total SFY 13 SCOHHS State | SFY 12 SCDHKS Siate
Potential Service Bliminalions “ Savings Estimate By | Savings Estimate By

SCDHHS Savin impact
B Month (74.58 FMABY | Manth (70.04 FMAR)

PACE i¢ a tapliated prograsn that seoves dual
aligibies. The raie Inddudes nursing home stay 25
well a5 medicsl sendces whith are genarally
pravided 8 the program's adult day healih care
=5 13,000,000 § 233017 3 274633 S 3,285,600 ceater. H this programts ebminatad there whi he
an lmmediate cosl chif lar approximalely 20% of
parnetpants 18 the nursing hiome line.
Aﬁditmnalw. tack ol 304845 Lo thig intensive
progeam wilt i&kely resuh in increased
hospitabizatians and nurging home placaments.

Spvings estimaie based on removing

4 \
. § 156,022,645 3 6.94869% 3 6,784,486 § 42,828,984 components Irom rhe CAP rate calcutailon,

TamiEst%mmdimpaﬁ § 160,126,300 § 14,715,909 § 14,788,352 § 100,063,039

¥ Qeootey Senvces that Managed Care also provides
T rAnticipate axtenslve cost shifts to more expensive senlcas showld these proprams be eliminzted

The CLYC services seductions could farce ChAS to determing the gefinititn of & viable watver. This s corrently unchanered terdtory. Efimnatas of the walvers woutd 1ood nursing homes,

Estimated savings could be impacted by changés in programs ang/or relmbursements, Emimates arg subleet to change bases on the combination of reduntion ¢Horys.
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Section 7. Fiscal impact for Reducing Community of Long Term Care Services

Potentis Service Raductions

Annatised Totat SFY 11 SCOHMS State [ 5FY 12 SCOHHS State] SFY 12 Total SCDHHS
Potential Service Reductions SCOHHS Savin Savings Esumate By | Saviags Estirnate By |State Sevings Estimate lmpacy
B5 Lhionth (7458 EMAPY FMonts (70.04 EMABS | (70.04 FMAP)

. This would cause a cost shill 3¢
persons nol recelving adult day care
wouls feCeive more costly In-hame
Servives,
7. Thisis 3 core walved senice — may
gl be alowable by ARRA
3. Criferds would need to be made
mote testeicibve. Peisons no longer
sliglble 1o go 10 doy ere Would have
4015000 & 85,163 § 100,491 % 1,205 850 appeals rhghts
4. This reducilon toold have 2 major
tmpact on owe abddy o mainiain the
sarvice, 35 many day Cate centess could
o tolerate 2 25% reducilon in
revenue,
5. This change woull Kkely require
wabver gmendmeats. Mo changes could
e done untll lederal approval is
recelved. CMS hat 90 days and L2 take
fonger by requesting (unher
information.
Those not recebdng thic service in thp
day are wouls eely qualfy for home
heahth AN services, Thase 210 areund
4100 per vish compared 10 the ADHC
nursing rate of $15 per day. Thig
1,758 § E72 § 793§ 8,512 change would Dkely requtre waiver
amendmenis. No changes couid be
done umh federal appraval is recened
CaAS has 50 Bays and can take longer by
requesting ivrther Informstion,

Ag above, those aot golag Vo day care
watdg likaly recelve more cogthy in.
harne services, This change would
[fkoby require walver amangments. No
changes contd be done uaill federal
approval is recaived, CRAS has 90 days
and e3h take langer by reguesting
further Information. Ths thange would
ikefy require waiver amendments. No
changes could be done onill fadesal
approval IS recglved. (843 hat 9 daye
2nd ean take longat by requesiing
further inlannation.

942000 S 18,955 5 23519 & 282,323




Section 7. Fiscal impact for Reducing Community of Long Term Care Services

Patantlal Service Redoctivng

Annualized Total
SCDHHA Savings

Polential Service Reductions

SFY 11 SCDMHS Suste
Savings Estimate By
Manth (74.88 FMAP}

SFY 12 SCDHHS State
Lavings Estimate By
Ionth (70,04 FMAPR)

SFY 12 Tots! SCOMHS
State Savings Estimate
{76.04 FMARY

impact

711,250

202,500

1,045,000

365,000

Yotal Impact & 7,756,065

Aerictios

5 15,087
§ 5,182
$ 4311
3 22,137
5 7,732
5 164,298

5 17,758
5 10,758
$ 5,082
5 25,690
§ 5,113
i 183,841

YW andicipate extensive cost shfts ko mors evpenitve services should thage programs ba eliminsted
The CLTE sénvices reductions coutd force CMS tu determine the definition of a viable waiver, This is currenlly unchartered errilory, Bliminstion of the walvers would flaod

nursing homes.

$ 113,081

] 128,877

s 80,968

$ 313,082

5 108,254

$ 2,323,658

I we reduce the hours of companion
this would likely lead to an increase in
Personal Care #{516/hour) snd
Personal Care 1 {512/hour) servicas.
Agency companion 1s relmbursed at
Sa/hour. This change would likely
raguira walver amendments. RNo
changes coold be goane uni fedaral
spproval Is received. CMS has 50 days
ardd can take longer by requesting
further informetlon.

This would likeily l2ad to an increase in
attendant care, which i3 $12,30/hour
compared to companlon at $3/hour.
This thange would likely require waiver
gmendroants. No changes could be
dane until federal approval is received.
CMS has 90 days end tan lake longer by
requesting further information,

This coutd possibly increase ambulance
services f walver participants cannol
get to medical appointments, This
change would fikely require waiver
smendments. do changas could be
done vnrid feders! approval 1s received,
Ch48 has 90 days and can (ake fongar by
requesting further Information.

Affects those receiving from 15 {0 34
home dailvered meals per waek. This
change would likely require walver
amendments. No changes coutd be
gdone until federal approval is receivad,
CAAS has 30 days and can take ionger by
requesting furthar informastion.
Redugrion of LUTC goods and services
may resuft in shorl-term savings but
increase theé risk of Increased nurslag
home utilization. Thisis & much higher
cost level of carg. This change woyld
likely require walver amendments. No
changes coulg be done unéll federal
spprovalis received. CMS has 50 days
and can take longer by requasting
further information.

Estirnated savings could be impacied by changes In programs and/or relmbursements. Estimates are subject 1o change based an the combination of reduction effons,




Saction 8. Fisca! Impact for Reimbursement Reductions Across All Provider Types

Total Federal and State

State Savings SFY 12 by

Reduction Savings State Savings SFY .12 Menth
1% $ 33,208,437 % 5,849,254 % 825,104
2% $ 66,578,867 % 16,947,058 % 1,662,255
3% $ 94,871,796 ¢ 25,521,580 % 2,453,466
4% % 132,934,820 % 39,827,272 % 3,318,838
5% $ 166,282,235 § 49,818,159 § 4,151,513
&% $ 199,894,245 3 59,8R8,317 % 4,990,693
7% $ 233,423,461 % 69,933,669 4§ 5,827,806
8% % 266,871,475 & 75,854,684 ¢ 6,662,851
2% $ 360,380,252 3% 85,523,923 3% 7,495,454
10% $ 333,911,443 3 100,035,868 % 8,336,656

(BIPA 2000).

includes the follawing Ytypes of providers and reimbursements in the analysis: Inpatient Hospitals,
Sutpatient Hospitals, Non-institutional Medical Providers, Medical Professionals and Specialists, Pharmacy,
Labs, Durable Medical Equipment, Community Long Term Care Providers and Waiver Services, Federally
Qualified Health Clinics, Rural Health Clinics, and Nursing Homes. Note: FQHC and RHC rate reductions
are limitad and cannot result in rates that fall below the minimum payment level as required by fedaral faw]

Assumes 1% change in Madicare relativity OR 1% reduction in non CMS set rates {i.e, L & D),

M0 capitation rate is based on projected calendar 2010 premiums and kickers paid and considers the
MCD total cost (based on encounter data)

iFFS excluges duals and other state agency funds

‘Assumes no active programs as of Oct 1, 2010 are eliminated or reduced

32



Section 9. SC Medicaid Budget Sustainability Project Report
Ideas Submitted by the Public and Stakehoiders

Below is a summary, by major tapic, of the more than 700 ideas discussed through the
Medicaid Budget Sustainability Project.

Perhaps due to the mindset of fiscal restraint prevaient in the state for some time now, or the
fact that few cost saving ideas are currentiy aliowable to pursue, it became evident during this
project that most significant budget reduction ideas have already been under discussion. Thus
this project highlighted the political and practical reality that the South Carciina Medicaid
program has few places to go to find substantial cost savings, at this time.

There were many long-term ideas generated that will be most helpful to the state Medicaid
program. These suggestions focused on changes South Carolina can pursue to build a better
Medicaid program - investments in modernizing the claims and eligibility systems, enhancing
utilization controls, increasing co-pays and additional fraud and abuse control. The state does
intend te implement these suggestions as soon as practical.

Manage Medicaid Eligibility, Change Eligibility Rules
117 ideas were submitted. Though many of the ideas related to reducing rolls, this is not
currently an option due to federal restrictions that require South Carolina to keep Medicaid
eligibility criteria at July 1, 2008 levels (see note beiow.}* Eligibility ideas submitted that the
state could consider include:

e Enhance eligibility screening, determination process to ensure integrity of Medicaid rolls

e Enhance fraud and abuse efforts to ensure integrity of Medicaid rofls

e Improve technology/coordinate with agencies to track salary, tax, benefit information

e Simplify the re-certification process
*Ngote: The reason Medicaid cannot reduce rolls through eligibility changes is because the state
has chosen ta accept an enhanced Medicaid federal match rate offered to states in the Stimulus
bilf, In order to receive this enhanced match rate, state Medicaid programs agree to an
eligibiiity “maintenance of effort,” prohibiting them from changing eligibility criteria from levels
set back in July 2008, Now this same eligibility maintenance of effort has been made law in the
health care reform bill, too. Essentially, this means that Medicaid cannot tighten current
eligibility criteria until 2014 when reform’s health insurance exchanges are operational.

Reguire More Co-Pays

31 ideas were submitted. The majority of ideas were to increase co-pays, especiaily for
imappropriate use of services, like in the ER setting, South Carolina Medicaid has nearly
aptimized the use of co-pays in maost of these areas, butis planning to intrease certain co-pays
slightly more to reach maximum federal levals within the limitations of the state’s current, aged
eligibility system. In addition, all programmatic exemptions for co-pays will be removed and an
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updated policy implemented as soon as possible. Co-pay ideas submitted that the state will
pursue include:

Institute co-pays for State Plan services for Waiver enroliees

Institute co-pays for enroliees in MHNS and MCQs

Enforce existing co-pay policy for non-emergent use of ERs

Increase pharmacy co-pays 1o 53.40 in fee-for-service, the maximum level allowed

Reduce/Eliminate Services
64 ideas were submitted. Though the federal government mandates many Medicaid servicas,
many of these can be reduced - while pther “optional” services can be reduced or even
aliminated. Service management ideas submitted that the state will consider inciude:

¢ Enhance prior authorization across all services to ensure value-based purchasing

¢« Reducs monthly drug coverage tc six prescriptions total for adults

s Reduce diabetic shoe coverage to one pair per year (vs. two pairs)

e Reduce the number of home health visits from 75 to 50

s Reduce power wheelchair coverage

v Freeze/limit Medicaid permit days for nursing homes

e Implement caps for individual Hospice providers

¢ Cap ER visits

e Eliminate circumcision coverage

e Eliminate coverage for tests that identify care neads not funded by Medicaid

¢ Eliminate all non-medically necessary services

Coordinate Care Delivery
284 ideas were submitted. Nearly 40% of the ideas submitted dealt with better management
of the Medicaid health care delivery system. Though these ideas represent a broad range of
strategies, several themes emerged for consideration, Providing coordinated, quality,
medically-necessary and evidence-based care in the appropriate setting is the ideal embraced
by the entire health care community. Leveraging health technology and managing care
utilization by incentivizing appropriate use and delivery of services were also common themes.
Care coordination ideas submitted that the state will consider include:

e Fnsure that Medicaid patients have one primary care physician

s Ensure the care setting is medically appropriate and cost effective

e Institute evidence-based practices for treatment — tie payments {0 evidence-based care

+ Increase emphasis on preventive care

e Enhance Pay for Performance

s Enhance prior authorization efforts to ensure medical necessity, proper utilization

= Manage care for high-cost popuiations and services (chronically ili, high-risk births}

« Long Term Care: Encourage more use of home and community-based care options

e« Long Term Care: Maximize the higher FMAP for home and community-based care

s« Long Term Care: Address end-of-life issues




e Long Term Care: Expand the PACE long-term care program

¢ Long Term Care: Expand home care services

e Long Term Care; Expand use of adult day care services

» Implement the pediatric palliative care program in the heaith reform law

= Work with hospitals to control ER utilization, and costs in the ER

® Enhance use of ambulatory surgery centers (vs. outpatient}

e Limit hospital readmissions, or reduce payment for inappropriate readmissions
¢ Promote electronic health records for more chronic care management

e [ncrease the use of telemedicine for 24/7 care to reach more people and avoid ER usage

» Expand after-hours care to increase health care accessibility
® Enhance management of pharmacy preferred drug lists

« Expand the pharmacy “lock in” program

e Focus on meds compliance with the mental health population
« Enhance Medication Therapy Management program

e Reguire prior authorization for refermulated acne drugs

¢« Coordinate dental care utitization

¢ Increase pediatric disease management

¢ Expand Quality imnprovement Grganization scope of services
¢ Require credentiaiing for ultrasound services

s« Reduce duplication of EPSDT services

e Reuse/recycie/refurbish power wheelchairs

Manage Rates and Reimbursement Methodologies

13 ideas were submitted. Though a few provider groups did expreés a willingness toaccept

lower provider rates, that option is not available to the state at this time. South Carolina

Medicaid is in the unique position of not being able to manage provider rates, as directed by a
budget proviso, Proviso 89.87 of the SFY 2011 Appropriations Act states, “The Department of
Health and Hurnan Services shall not decrease provider reimbursement rates from their current

fevels.” Aside from rates, the topic of reimbursement methodologies emerged through this
project, with several suggestions for DHHS to apply more modern or efficient business
principies to the Medicaid rate payment logic. |deas related to reimbursement that were
submitted include:

+ implement a three percent cul to all providers for 2011 and 2012

e PReduce all provider rates by one percent

+ Reduce pharmacy reimbursement

e Reduce DSH reimbursements 1o hospitals

e Convert hospital cost settlement system {o prospective payment

¢ Reduce Mospice room and board rate to 85% Medicare

# Make nursing home payments acuity based

+ Lower the rate paid for eveglasses

e Stop paying for multiple visits for speech therapy

EXHI

FEB & 201 8

STATE BUDGET & CONTROL BOARD
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increase Fraud and Abuse Efforts
20 ideas were submitted. South Carolina Medicaid has made consistent progress in pursuing
and collecting against fraud and abuse cases. Though this issue requires front-end resources,
several deas were submitted to increase program integrity efforts, which provide a favorable
return on investment, and help deter improper activity.
On the provider front, the foliowing ideas were submitted for consideration:

« Perform more reviews of medical professionals with high Medicaid volume

s Perform more review of those whose billing activity falls outside of normal patterns

» Reduce overpayments/abuse through enhanced claims review
On the recipient front, ideas included:

e Assigning recipients to just one dentist or physician to reduce fraud and abuse

e Managing those seeking drug products through inappropriate use of doctor or dental

services

MNote that a variety of reciplent fraud ideas centered on the pursuit of individuals who may not
be eligible for Medicaid based on lifestyle or clothes, car, etc. DHHS has an anonymaous fraud
and abuse hotline which can be called anytime to report such potential program integrity cases,

Streamline DHHS or Medicaid Administration/Billing
21 ideas were submitted, The agency’s “go green” and other efforts to streamline and
modernize business practices will help the state adapt to future Medicaid expansion and
funding stressors. Several of the ideas submitted tie to the agency’s effort to do ousiness
smarter, and to re-vamp its aging billing and iT infrastructure, including:

e Ensuring the billing system refiects current payment policy

e Updating the billing system to pay for services based on sound medicine

e Preparing the Medicaid program’s IT infrastructure for federally mandated upgrades

e lipdating the antiquated paper-based claims denial process

e Switching complicated hospital methodologies to industry-standard groper software

s Moving to electronic payment of Medicare crossover claims

e Noving toward e-claims across the entire Medicaid system

s Checking insurance databases for coverage of pharmacy claims

increass Revenue for the Medicaid Program
313 ideas were submitted. deas to enhance the funding position of the state Medicaid program
were aiso submitiad. Most of these ideas are beyond the scope of DHHS, and would reguire
action by the General Assembly. Revenue-generation ideas submitted include:

e Seek private or provider funding of state match for Medicaid

e Have other providers besides hospitals pay a provider tax

¢ Make sure the state is maximizing all available federal funding, where possible

s Charge a provider credentialing fee

= Implement a tax on Medicaid managed care gross receipts
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¢ [mplement a MCGO tax

¢ Access revenue funds from other agencies

¢ Increase sales tax

¢ Increase state income {ax

e Reallocate some lottery funds to Medicaid

¢ Create 3 state health lottery for Medicaid

¢ Raise the cigarette lax again

e Access the current cigarette tax revenue early
e Increase taxes on alcoholic beverages

s Increase taxes on firearms

Other ideas

55 jdeas were submitted. Project participants offered many other ideas for the state to
consider to help keep the Medicaid program solvent. Several of these suggestions are listed
below. Beyond these, there were many ideas submitted relating to the behavior and lifestyle of
Medicaid beneficiaries, the proper role of governmentin providing for citizens, or encouraging
citizens’ responsible behavior. Ideas like these could not be considered within the scope of this
nrojact,

¢ Do more provider and fegislative education — to keep stakeholders informed

e Coordinate with other state agencies and share resources, as possible

s Undo restrictive state provisos to allow DHHS to effectively manage the program

s Reduce the scope of Medicaid contracts to reflect the core agency mission

e Qutsource all possible DHHS functions — especially expensive functions

o Look at what the private insurance market is doing to reduce costs

e FEnsure that all the state’s stakeholders are involved in this process - listen to ali voices




What Happens if Deficit is not Recognized?

¢ Section 10. Contingency Plan if the DHHS Deficit is not Recogrized
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Section 10. Contingency Plan if the DHHS Deficlt Is Not Recognized By the Budget and Control Board

e Based on current average weekly claims payments, it is estimated that state matching funds for
Medicaid claims will be exhausted after the February 25, 2017 weekly payment run.

e  On February 4, 2011 all Medicaid providers, MCO's and MHN’s except state agency providers will
receive a huiletin providing 30 day notice that Medicaid claims will cease to be paid effective
March 4, 2011.

¢ DHHS will continue to receive, adjudicate and store ¢laims, but they will not be released for
payment until such time as there are sufficient funds to pay them.

e Providers will be encouraged to continue seeing Medicaid patients, in hopes that they will
eventually be paid, but recognizing that many will be unable to continue. Therefore, it will be
increasingly difficult and in some areas impossible for Medicaid beneficiaries to obtain medical
care.

& State agency claims will continue to be paid as long as the state agencies continue to have
sufficient state matching funds.

e inevitably, the State and DHHS will have to defend numerous lawsuits over payment issues,
access issues, eligibility issues, personnel issues, ete.

e DHHS will notify CMS that the State of South Carglina will be out of compliance with prompt pay
requirements under ARRA, and will request a waiver on the grounds that the State having no
money to pay claims is an exigent circumstance under the waiver provision in the ARRA faw.

e If 2 waiver is not granted, the State will lose eligibility for the increased FMAP under ARRA for
providers rmeeting the definition of practitioners under the ARRA faw for every day that the state
is out of compliance, This would result in an estimated loss of approximately $24 million in
Federal funds for the remainder of the year, even if the state retroactively pays these claims
when sufficient funds become available.

e Ultimately CMS will ikely find South Carolina to be out of compliance with other Federal
Medicald requirements which will further jeopardize Federa! funding for continuation of the
Medicaid program.

s DHHS will continue to maintain reduced operations in the local eligibiiity offices, CLTC area
offices and the main office In Columbia in order o process Medicaid applications, process and
store claims, pay state agency claims, maintain Federal reporting requirements, defend lawsuits,
assist providers as much as possible with gquestions and issues that they have, maintain and pay
for essentis! contracts.

« Toreduce payroli and operating costs while maintaining reduced operations, beginning the week
of March 28, 2011, OHHS will impiement an agency-wide mandatory four —day work week with
a mandatory furlough day occurring every Friday from April 1, 2011 through May 28, 2011. (The
work periods in June are actually paid in luly, and thus would be in the next fiscal year). The
agency had already implemented a 1-day mandatory furlough, and this four-day week schedule
would use up the remaining 9 mandatory furiough days allowed by Proviso 89.95,

e |f and when additional funds are made available DHHS would begin processing and paying the

EXHIBIT
FEB 8 2011 8

STATE BUDGET & GONTROL BOARD

claims thar have been stored, starting with the oldest,
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Other Impact Information

¢ Section 11. Legal Implications of Withdrawal from the Medicaid Program
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Section 1. Legal Implication of Withdrawal from the Medicaid Program
South Carolina
Department of Health and Human Services
Post Office Box 8206
Columbia, South Carolina 29202-8206

November 5, 2010

Memorandum

To: Deirdra T. Singleton
Genera! Counse!

From: Richard G. Hepfer
Deputy General Counsel

Subject: Withdrawal from the Title XIX Medicaid Program

fssue: Can a State withdraw from participating in the Title XIX Medicaid Program?

Response: The Medicaid program was created in 19635, when Congress added Title XIX to the
Social Security Act, 79 Stat. 343, as amended, 42 US.C. § 1386 erseq. {1976 ed. and Supp. 11), for
the purpase of providing federal financial assistance 1o states that choose to reimburse certain costs
of medical treatment for needy persons. Participation in the Medicaid program s entirely optionat,
but once a State slects to participate, it must comply with the requirements of Title XIX. Hamis v
McRae 448 U8, 297,301, 100 S.Ct. 2671, 2680 (U.S.NY.,,1680), Neither South Carolina nor any
other state is required to participate in the Medicaid program and may elect not to do s0. Medicaid
is an optional, federal-state program through which the federal government provides financial
assistance to states for the medical care of needy individuals. Doe v, Kidd 501 F.3d 348,351 (C.A4
(S.C.), 2007) However, to date , we are not aware of any state that has withdrawn from participating
1 the Medicaid program.

EXHI
FEB 8 201 8
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STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF February 8, 2011 ITEM NUMBER \5

AGENCY:  Office 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} Summary 3-2011: JBRC Item 1. Coastal Carolina University

Project: 9580, Softball Complex Improvements

Request: Establish project and budget for $30,000 (Other, Horry County Higher Education
Commission funds) to begin design work to make improvements to the
women’s softball complex at Coastal Carolina. The work will include
constructing a clubhouse with team and coaches’ locker rooms, improving the
home dugout, concessions and fan restrooms, adding an addifional
hitting/pitching tunnel, improving the existing tunnel, and upgrading the
pressbox. The university is deficient in stadium, practice and team facilities for
women’s softball compared with men’s baseball and with conference and peer
institation softball programs. Deficiencies inciude lack of a dedicated locker
and team room, inadeguate hitting and pitching tunnels, and inefficient media
space and fan amenities. Upgrades are necded to ensure compliance with
federally mandated Title IX guidelines.

(b} Summary 3-2011: JBRC Item 2. Coastal Carolina University

Project: 9581, Baseball Complex Improvements

Request: Establish project and budget for $120,000 (Other, Institutional Capital Project
Funds) to begin design work to construct a new baseball stadium at Coastal
Carolina. The work will include demolishing the existing facility, replacing it
with a new grandstand with 2,500 permanent seats and 3,000 additional seats
on grass berms, and constructing restroom and concession areas, media work
space, and a team clubhouse with team, coaches” and umpires’ locker rooms
and an athletic training room. The university is deficient in stadinm and team
facilities for its baseball program compared to other Division 1 baseball
programs in the state. Deficiencies include overall seating capacity, ADA
required seating and restroom facilities, inadequate media work space, and sub-
standard public restrooms and concession areas. These deficiencies have
forced the university to move bascball events, incloding NCAA Regional and

Super Regionalchampionshis, o n of-<ampus vepe. 3¢ |4 | B3 | T

{c) Summary 3-2011: JBRC ftem 3. Coastal Carolina Universit%EB 8 2011 9
Project: 9582, Student Center Annex Construction
Request: FEstablish project and budget for $360,000 (Other, %? %%B E&‘%Wﬁﬁ@éﬁ ARD
Expansion funds) to begin design work to construct additional space for student
activities at Coastal Carolina. The work will include constructing two,
approximately 50,000 square foot annexes to the existing 28,980 square foot
student center. The existing center was constructed in 1978 when the
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enrollment was 1,760 students and the Fall 2010 enrollment was 8,706. The
student center provides only 5,652 square feet of meeting room, game room
and lounge space and is predominantly used for student activities office space,
dining space, and food service preparation. The center lacks lobby, lounge and
general social space for students and, as the university has grown, smaller
social spaces within academic buildings have been renovated to meet other
space needs. Additional student life space will improve student retention and
provide space for after class activities to develop a stronger student community
on the campus.

(d) Summary 3-2011: JBRC Item 4. Lander Untversity

Project:
Request:

9532, Student Housing Construction

Establish project and budget for $240,000 (Other, Housing Reserve funds) to
begin design work to construct a new 300-bed student housing facility at Lander
University. The facility will include 300 bedspaces in approximately 80,000 to
120,000 square feet, a small dining hall, and flexible floor spaces for meetings
and student activities. The university currently has 1,096 beds on campus while
housing 407 students in leased property off campus. Constructing new housing
will allow the university to begin eliminating off campus housing to meet the
university’s mission, to provide swing space for other housing renovations, and
to consider demolishing older, antiquated housing on campus.

(e) Summary 3-2011: JBRC Item 5. University of South Carolina

Project:
Request:

6085, Women’s Quadrangle Renovations

Establish project and budget for $408,000 (Other, Housing Maintenance
Reserve funds) to begin design work to renovate the Sims, McClintock and
Wade Hampton residence halls on the Women’s Quadrangle at USC. The
work will include making interior repairs, installing new finishes and
furnishings, upgrading the mechanical, electrical and plumbing systems,
installing new elevators, and improving the buildings’ shells and underground
utilities. Conversion to suite-style rooms and renovating all three halls in the
same year for cost savings will also be evaluated during the pre-design phase.
The buildings were constructed between 1939 and 1959. The renovations are
needed due to the age and condition of the existing systems and to keep the
facilities in desirable condition. The work will significantly reduce the
deferred maintenance associated with these buildings.

(f) Summary 3-2011: JBRC ltem 6. University of South Carolina

Project:
Request:

6086, Preston College Bathroom and Flooring Renovations

Establish project and budget for $22,500 (Other, Housing Maintenance Reserve
funds) to begin design work to make bathroom and flooring renovations at the
Preston College residence hall at USC. The work on the 80 bathrooms will
include replacing plumbing fixtures, repairing water leaks and damaged wall
surfaces, replacing floor and ceiling tiles, painting and other associated repairs.
The work in the 120 student rooms will include replacing the vinyl tile
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flooring with tile or simulated wood vinyl planking. Some of the plumbing and
flooring are original to the 1939 building. The plumbing systems are past their
expected lives and leaking. The flooring replacements are needed to correct
damage from the plumbing leaks and to protect the building from normal
usage. The work will significantly reduce the deferred maintenance associated
with this building.

Summary 3-2011: JBRC Item 8. USC - Upstate

Project:
Request:

9541, Administration Building Repairs and Renovation

Establish project and budget for $60,000 (Other, Institutional Capital Project
Funds) to begin design work to renovate the 43,000 square foot Administration
Building at USC-Upstate. The building houses many central administrative
functions and information technology services for the campus. The work will
include replacing the mechanical, electrical and plumbing systems, upgrading
the fire detection system, and renovating interior space to provide adequate and
proper space for all building functions that directly support the academic
mission. The building was constructed in 1969 and most systems are original
to the building. They are outdated, past their useful lives, do not meet capacity
needs, and replacement parts are no longer manufactured. The renovations will
significantly reduce deferred maintenance associated with the building.

Establish Construction Budget

Summary 3-2011: JBRC ltem 9. University of South Carolina

Project:
Request:

6063, Sumter Street Safety Improvements

Increase budget to $1,000,000 (add $985,000 Other, Institutional funds) to
make pedestrian safety improvements along Sumter Street for USC. The
project was established in June 2009 for pre-design work which is now
complete. The work has been scaled back to match available funding and will
include constructing a pedestrian/bicycle bridge and sidewalks connecting the
bridge to the Band/Dance facility and the Blatt PE Recreation Field, installing
additional street lighting, constructing stream bank protection, erosion control

- and water quality components, and landscaping. The work is needed to

improve campus safety by addressing a hazardous situation that exists on
Sumter Street where pedestrians cross over Rocky Branch Creek. The area is
prone to flooding during storm events and has no connecting sidewalks or
permanent bridge structure to cross the creek, which forces students to walk in
the street. Energy savings and conservation measures will include the
installation of energy efficient lighting. The agency reports the total projected
cost of this project is $1 million and additional annual operating costs of $297
will result in the three years following project completion. The agency also
reports the projected date for execution of the construction contract is
November 2011 and for completion of construction is May 2012, (See
Attachment 1 for additional annual operating costs.)
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(1) Summary 3-2011: JBRC Item 10. University of South Carolina

Project:
Request:

6074, Spigner House Renovation

Increase budget to $1,000,000 (add $986,500 Other, Auxiliary funds) to
renovate the 9,500 square foot Spigner House at USC. The project was
established in February 2010 for pre-design work, which is now complete. The
first floor will be renovated to provide space for business use suited for seminar
classroom and conference space and the second floor will be renovated to
create offices for the University’s food service provider. The work will include
replacing the mechanical, electrical, plumbing, and window systems, installing
new fire suppression and fire alarm systems, upgrading water supply piping to
the house, creating ADA compliant restrooms, restoring all interior finishes
and repainting. The facility is unoccupied and renovations wilt adapt the space
for new use. The building systems are outdated and do not meet current code
requirements. The renovation will be done to LEED Silver certification and
will include water efficiency, energy and atmosphere, materials and resources,
and indoor environmental quality measures. The LEED cost benefit analysis
shows a positive cost benefit of $191,350 over 30 years. The agency reports
the total projected cost of this project is $1 million and additional annual
operating costs ranging from $85,880 to $92,880 will result in the three years
following project completion. The agency also reports the projected date for
execution of the construction contract is July 2011 and for completion of
construction is February 2012, (See Attachment 2 for additional annual
operating costs.)

(1) Summary 3-2011: JBRC Htem 11. Medical University of South Carolina

Project:
Request:

9808, Thurmond Gazes Building Envelope and Exhaust Systems Renovations
Increase budget to $7,000,000 (add $6,895,000 Institution Bond funds) to
renovate the exhaust systems and building envelope on the Thurmond Gazes
Building at MUSC. The project was established in September 2010 for pre-
design work which is now complete. The work will include replacing the
exhaust system, providing a separate exhaust chase for two floors, sealing floor
to floor penetrations, replacing wall flashing, recaulking and resealing
windows, and replacing the exterior finish on the penthouse. The building
lacks exterior envelope moisture resistance and mold and mildew are becoming
a serious problem. The building exhaust system contributes to the problem
because it runs at 100% all the time and there is not enough air supply to
balance the system. This project, along with a previously approved air handler
replacement, will correct the indoor air quality issues that exist in the building.
Energy savings and conservation measures will include the installation of
energy efficient exhaust fans with variable speed drives, digital electronic
controls, and phoenix valves to control return air and exhaust air flow. The
agency reports the total projected cost of this project is $7 million and no
additional annual operating costs will result from the project. The agency also
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reports the projected date for execution of the construction contract is August
2011 and for completion of construction is August 2012.

(k) Summary 3-2011: JBRC Item 12. Medical University of South Carolina

Project: 9809, Harborview Office Tower Chilled Water Risers Replacement

Request: Increase budget to $650,000 (add $635,000 Institution Bond funds) to replace
the chilled water piping risers in the Harborview Office Tower at MUSC. The
project was established in September 2010 for pre-design work which is now
complete. The work will include demolishing the existing chilled water supply
system, which carries chilled water throughout the buildings for cooling, and
installing a new system including pumps, air separators, expansion tanks,
variable speed drives, and controls. The existing risers are 31 years old,
severely corroded, and in danger of failure. Energy savings and conservation
measures will include the installation of pumps with variable speed drives and
digital electronic controls. The agency reports the total projected cost of this
project is $650,000 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 2011 and for completion of construction is April
2012.

{h Summary 3-2011: JBRC Item 13. Medical University of South Carolina

Project: 9810, Storm Eye Institute Sanitary Sewer Riser Replacement

Request: Increase budget to $560,000 (add $551,600 Institution Bond funds) to replace
the sanitary sewer risers in the Storm Eye Institute at MUSC. The project was
established in September 2010 for pre-design work which is now complete.
The work will include replacing the existing copper pipe risers with acid
resistant polypropylene piping and repairing portions of walls and ceilings
resulting from installation of the new piping. The risers drain laboratory waste
from sinks and plumbing, are 35 years old, severely corroded, and a continuous

- source of leaks. They need to be replaced to prevent further damage to the

building and ongoing maintenance issues. Energy savings and conservation
measures are not applicable to this piping replacement project. The agency
reports the total projected cost of this project is $560,000 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 August 2011 and for
completion of construction is December 2011.

(m)  Summary 3-2011: IBRC Item 14. Medical University of South Carolina
Project: 9811, Basic Science Building Dental Medicine Classroom/Office Renovation
Request: Increase budget to $2,600,000 (add $2,561,750 - §1,000,000 Institution Bond
and $1,561,750 Other, College of Dental Medicine Reserve funds) to renovate
approximately 22,253 square feet in the Basic Science Building for the College
of Dental Medicine at MUSC. The project was established in September 2010
for pre-design work which is now complete. The work will include




STATE BUDGET AND CONTROL BOARD REGULAR SESSION

MEETING OF February §, 2011 ITEM NUMBER 3 , Page 6
AGENCY: Office of State Budget
SUBJECT: Permanent Improvement Projects

constructing two large, tiered lecture classrooms in the former dental clinic
space, creating office and lab space for dental faculty, and abating asbestos
where ceilings are disturbed. The work is needed to enable the College to
increase class sizes to better address the demand for dental professionals in the
state and to accommodate dental faculty relocating from another facility. The
affected areas have not been renovated since the building was constructed 40
years ago. Energy savings and conservation measures will include the
installation of energy efficient lighting, a lighting control system, an energy
efficient HVAC 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 August 2011 and for
completion of construction is September 2012.

{n) Summary 3-2011: JBRC Ttem 15. Medical University of South,Carolina

Project:

Request:

9812, Basic Science Building Fast Side Exhaust/Emergency Power
Improvements

Increase budget to $2,550,000 (add $2,508,750 Institution Bond funds) to
renovate the exhaust and emergency power systems in the east half of the Basic
Science Building at MUSC. The project was established in September 2010
for pre-design work which is now complete. The work will include installing a
new exhaust system to support planned conversion of space to research labs,
installing floor to floor dampers to allow air flow control, and extending the
emergency electrical power distribution system to support the research space.
The east half of the building does not have a lab exhaust system and emergency
electrical power distribution is not sufficient to support the planned research
space. Floor to floor air control does not exist, which is inefficient and results
in poor temperature and humidity control. Energy savings and conservation
measures will include the installation of variable frequency drives, energy

_ efficient motors and fans, electronic controls, and energy efficient lighting and

insulation. The agency reports the total projected cost of this project is
$2,550,000 and no additional annual operating costs will result from the
project. The agency also reports the projected date for execution of
construction contract is August 2011 and for completion of construction 1s
April 2012. '

{o) Summary 3-2011: JBRC Item 16. Medical University of South Carolina

Project:
Request:

0813, Basic Science Building East Side Air Handler Replacement

Increase budget to $4,200,000 (add $4,140,000 Institution Bond funds) to
replace the air handler in the east half of the Basic Science Building at MUSC.
The project was established in September 2010 for pre-design work which is
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now complete. The work will include installing a new 200,000 cubic feet per
minute air handler, chilled water and steam supply lines, and supply air
ductwork and upgrading the electrical systems to support the new equipment.
The existing air handler is 40 years old, original to the building, well beyond its
useful life, and does not have adequate capacity to support labs and classrooms,
Energy savings and conservation measures will include the installation of
variable frequency drives, energy efficient motors and fans, electronic controls,
and energy efficient lighting and insulation. The agency reports the total
projected cost of this project is $4.2 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 August 2011 and for completion of
construction is May 2012.

Symmary 3-2011: JBRC Item 17. Medical University of South Carolina

Project: 9815, Basic Science Building Fire Alarm System Replacement

Request: Increase budget to $670,000 (add $660,700 - $450,000 Institution Bond and
$210,700 Other, Institutional Capital Project Funds) to replace the fire alarm
system in the Basic Science Building at MUSC. The project was established in
December 2010 for pre-design work which is now complete. The work will
include installing a fully addressable network system for the building, replacing
horns, strobe devices, pull stations, smoke detectors, the control panel and
related devices, and connecting the new system to the campus network. The
existing fire alarm system is 40 years old, obsolete, and not code compliant and
does not have a voice announcement capability. Energy savings and
conservation measures will include the installation of state-of-the-art energy
efficient fire alarm devices. The agency reports the total projected cost of this
project is $670,000 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 May 2011 and for completion of construction is
October 2011.

Summary 3-2011: JBRC Item 18. State Board for Technical and Comprehensive

Education

Project: 6013, Piedmont - Newberry County Center Renovation

Request: Increase budget to $6,150,000 (add $6,030,000 - §3,933,100 Other, Newberry
County and $2,096,900 Other, Local College funds) to renovate approximately
45,000 square feet in a county-owned facility as the Newberry County location
of Piedmont Tech. The project was established in February 2010 for pre-
design work which is now complete. The work will include renovations to
house general education classrooms, the veterinary technician program
requiring wet labs, a surgery suite, and a boarding kennel, conference and
meeting space, a learning resource center, computer rooms, an industrial arts
lab area, and student vending and administrative space. Piedmont Tech will
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move the existing Newberry Center to meet current space, program design and
parking needs. Existing facilities lack parking, have small rooms that do not
meet current needs, are not energy efficient, and need building code upgrades.
Energy savings and conservation measures will include the installation of
energy efficient HVAC and lighting systems, motion detectors, instant hot
water heaters, low flow plumbing devices, additional insulation, and an energy
management system. The agency reports the total projected cost of this project
is $6,150,000 and additional annual operating costs ranging from $152,150 to
$167,744 will result in the three years following project completion. The
agency also reports the projected date for execution of the construction contract
is September 2011 and for completion of construction is June 2012. (See
Attachment 3 for additional annual operating costs.)

Summary 3-2011: JBRC Item 19. State Board for Technical and Comprehensive

Education

Project:
Request:

6015, Trident - Building 950 Renovation Phase 11

Increase budget to $6,600,000 (add $6,516,000 Other, Institutional funds) to
renovate approximately 29,358 square feet in Building 950 at Trident Tech.
The project was established in February 2010 for pre-design work which is
now complete. The work will include renovations to create studios, labs,
classrooms and offices for the Media Arts and the Fitness Specialist programs,
student study and food service areas to support training in aircraft
manufacturing, and an indoor classroom and office for the Electrical Line
Worker program. The renovation is needed to provide space for Media Arts
which has grown 72% in the last five years and is located in several buildings,
to establish a Fitness Specialist program to {ill a void in the area, to provide
needed classroom space for the Electrical Line Worker program, and to provide

- study and food service areas for aircraft manufacturing students to eat and take

breaks. The building will be renovated to LEED Silver certification and will
include water efficiency, energy and atmosphere, materials and resources, and
indoor environmental quality measures. The LEED cost benefit analysis shows
a positive benefit of $882,211 over 30 years. The agency reports the total
projected cost of this project is $6.6 million and additional annual operating
costs ranging from $199,930 to $216,242 will result in the three years
following project completion. The agency also reports the projected date for
execution of the construction contract is November 2011 and for completion of
construction is November 2012. (See Attachment 4 for additional annuat
operating costs.) '
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Increase Budget

Summary 3-2011: JBRC Item 20. Francis Marion University

Project:

Request:

9558, Center for the Performing Arts Construction

Increase budget to $34,180,000 (add $1,680,000 - $1,350,000 Other, Interest
Earned on Private Gift and $330,000 Other, Private Gift funds) to complete
construction of the 73,665 square foot Center for the Performing Arts for
Francis Marion University to house the university’s fine arts programs, offices
and classrooms. The project was established in September 2006 and is
expected to be completed in April 2011. During the construction phase, the
university received interest earned on the private funds donated for the center’s
construction and additional private gift funds specifically to make additional
enhancements to the new facility. The increase will fund these additional
enhancements, including a security system and fencing, a water feature in front
of the facility, an enhanced lighting package, acoustic curtains, automatic
window shades, and onyx glazing on windows. Many of these were included
in the original design as alternates but were not awarded due to budget
considerations. The agency reports the total projected cost of this project is
$34,180,000 and additional annual operating costs ranging from §934,800 to
$969,677 will result in the three years following project completion. (See
Attachment 5 for additional annual operating costs.)

Establish Project for Preliminary Land Studies

Summary 3-2011: JBRC Item 21. Coastal Carolina University

Project:
Request:

0578, Coastal Science Center Building and Land Acquisition

Establish project and budget for $20,000 (Other, One Cent Sales Tax ﬁmds) to
procure the investigative studies required to adequately evaluate property prior
to purchase. Coastal Carolina is considering the purchase of 10.62 acres of
land with a 69,480 square foot building on its cast campus. The building is
currently leased and provides office and classroom space for the Psychology,
Sociology, Computer Sciences and Marine Sciences departments. The
investigative studies will enable the university to make an informed decision
regarding exercising the purchase option associated with the current lease. The
facility provides much needed office and classroom space, including 40 offices,
ten classrooms, a lab and work spaces.

Summary 3-2011: JBRC Ttem 22. Coastal Carolina University

Project:

Request:

9579, Student Health Services Building and Land Acquisition
Establish project and budget for $20,000 (Other, One Cent Sales Tax funds) to
procure the investigative studies required to adequately evaluate property prior
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to purchase. Coastal Carolina is considering the purchase of 2.58 acres of land
with a 7,884 square foot building on its main campus. The building 1s
currently leased and provides office space for Student Health and Counseling
Services. The investigative studies will enable the university to make an
informed decision regarding exercising the purchase option associated with the
current lease. The facility provides much needed administrative space
including 16 offices, two conference rooms, ten exam rooms, and a nurse’s
station. The acreage associated with the purchase will also provide the
building site for the university’s new Public Safety facility.

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



BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

Meeting Scheduled for:  February 8, 2611 Regular Agenda

1. Submitted By: / aPl—
(a) Agency: Office of State Budget ?ﬂfwa /ﬂrfoc?
(b) Authorized Official Signature: Les Boles, Director
2. Subject: Permanent Improvement Projects
3. Summary Background Information:
Establish Project for A&E Design
(a) Summary 3-2011: JBRC Item 1. Coastal Carolina University
Project: 9580, Softball Complex Improvements
Request:  Establish project and budget for $30,000 (Other, Horry County Higher Hducation
Commission funds) to begin design work to make improvements to the women’s
softball complex at Coastal Carolina. The work will include constructing a clubhouse
with team and coaches’ locker rooms, improving the home dugout, concessions and
fan restrooms, adding an additional hitting/pitching tunnel, improving the existing
tunnel, and upgrading the pressbox. The university is deficient in stadium, practice
and team facilities for women’s softball compared with men’s baseball and with
conference and peer institution softball programs. Deficiencies include lack of a
dedicated locker and team room, inadequate hitting and pitching tunnels, and
inefficient media space and fan amenities. Upgrades are needed to ensure compliance
with federally mandated Title IX guidelines.
b) Summary 3-2011: JBRC Item 2. Coastal Carolina University

Project:
Request:

9581, Baseball Complex Improvements

Establish project and budget for $120,000 (Other, Institutional Capital Project Funds) to
begin design work to construct a new baseball stadium at Coastal Carolina. The work
will include demolishing the existing facility, replacing it with a new grandstand with
2,500 permanent seats and 3,000 additional seats on grass berms, and constructing
restroom and concession areas, media work space, and a team clubhouse with team,
coaches’ and umpires” locker rooms and an athletic training room. The university is
deficient in stadium and team facilities for its baseball program compared to other
Division I baseball programs in the state. Deficiencies include overall seating
capacity, ADA required seating and restroom facilities, inadequate media work space,
and sub-standard public restrooms and concession areas, These deficiencies have
forced the university to move baseball events, including NCAA Regional and Super
Regional championships, to an off-campus venue.
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(c)

(d)

(e)

(f)

Summary 3-2011: JBRC Item 3. Coastal Carolina University

Project:
Request:

9582, Student Center Annex Construction

Establish project and budget for $360,000 (Other, Renovation Reserve/Plant Expansion
funds) to begin design work to construct additional space for student activities at Coastal
Carolina. The work will include constructing two, approximately 50,000 square foot
annexes to the existing 28,980 square foot student center. The existing center was
constructed in 1978 when the enrollment was 1,760 students and the Fall 2010 enrollment
was 8,706. The student center provides only 5,652 square feet of meeting room, game room
and lounge space and is predominantly used for student activities office space, dining space,
and food service preparation. The center lacks lobby, lounge and general social space for
students and, as the university has grown, smaller social spaces within academic buildings
have been renovated to meet other space needs. Additional student life space will improve
student retention and provide space for after class activities to develop a stronger student
community on the campus.

Summary 3-2011: JBRC Item 4. Lander University

Project:
Request:

9532, Student Housing Construction

Establish project and budget for $240,000 (Other, Housing Reserve funds) to begin design
work to construct a new 300-bed student housing facility at Lander University. The facility
will include 300 bedspaces in approximately 80,000 to 120,000 square feet, a small dining
hall, and flexible floor spaces for meetings and student activities. The university currently
has 1,096 beds on campus while housing 407 students in leased property off campus.
Constructing new housing will allow the university to begin eliminating off canpus housing
to meet the university’s mission, to provide swing space for other housing renovations, and to
consider demolishing older, antiquated housing on campus.

Summary 3-2011: JBRC Item 5. University of South Carolina

Project:
Request:

6085, Women’s Quadrangle Renovations

Establish project and budget for $408,000 (Other, Housing Maintenance Reserve funds) to
begin design work to renovate the Sims, McClintock and Wade Hampton residence halls on
the Women’s Quadrangle at USC. The work will include making interior repairs, installing
new finishes and furnishings, upgrading the mechanical, ¢lectrical and plumbing systems,
installing new elevators, and improving the buildings’ shells and underground utilities.
Conversion to suite-style rooms and renovating all three halls in the same year for cost
savings will also be evaluated during the pre-design phase. The buildings were constructed
between 1939 and 1959. The renovations are needed due to the age and condition of the
existing systems and to keep the facilities in desirable condition. The work will significantly
reduce the deferred maintenance associated with these buildings.

Summary 3-2011: JBRC Item 6. University of South Carclina

Project:
Request:

6086, Preston College Bathroom and Flooring Renovations

Establish project and budget for $22,500 (Other, Housing Maintenance Reserve funds) to
begin design work to make bathroom and flooring renovations at the Preston College
residence hall at USC. The work on the 80 bathrooms will include replacing plumbing
fixtures, repairing water leaks and damaged wall surfaces, replacing floor and ceiling ftiles,
painting and other associated repairs. The work in the 120 student rooms will include
replacing the viny! tile flooring with tile or simulated wood vinyl planking. Some of the
plumbing and flooring are original to the 1939 building. The plumbing systems are past
their expected lives and leaking. The flooring replacements are needed to correct damage
from the plumbing leaks and to protect the building from normal usage. The work will
significantly reduce the deferred maintenance associated with this building.



(g) Summary 3-2011: JBRC Item 8. USC - Upstate

Project:
Request:

9541, Administration Building Repairs and Renovation

Establish project and budget for $60,000 (Other, Institutional Capital Project Funds) to begin
design work to renovate the 43,000 square foot Adnunistration Building at USC-Upstate.
The building houses many central administrative functions and information technology
services for the campus. The work will include replacing the mechanical, electrical and
plumbing systems, upgrading the fire detection system, and renovating interior space to
provide adequate and proper space for all building functions that directly support the
academic mission. The building was constructed in 1969 and most systems are original o
the building. They are outdated, past their useful lives, do not meet capacity needs, and
replacement parts are no longer manufactured. The renovations will significantly reduce
deferred maintenance associated with the building.

Establish Construction Budget

(h) Surpmary 3-2011: JBRC Item 9. University of South Carolina

Project:
Request:

6063, Sumter Street Safety Improvements

Increase budget to $1,000,000 (add $985,000 Other, Institutional funds) to make pedestrian
safety improvements along Sumter Street for USC. The project was established in June 2009
for pre-design work which is now complete. The work has been scaled back to match
available funding and will include constructing a pedestrian/bicycle bridge and sidewalks
connecting the bridge to the Band/Dance facility and the Blatt PE Recreation Field, installing
additional street lighting, constructing stream bank protection, erosion control and water
quality components, and landscaping. The work is needed to improve campus safety by
addressing a hazardous situation that exists on Sumter Street where pedestrians cross over
Rocky Branch Creek. The area is prone to flooding during storm events and has no
connecting sidewalks or permanent bridge structure fo cross the creek, which forces students
to walk in the street. Energy savings and conservation measures will include the mstallation
of energy efficient lighting. The agency reports the total projected cost of this project is $1
million and additional annual operating costs of $297 will result in the three years following
project completion. The agency also reports the projected date for execution of the
construction contract is November 2011 and for completion of construction is May 2012,
{See Attachment 1 for additional annual operating costs.)

1) Summary 3-2011: JBRC ltem 10. University of South Carolina

Project:
Request:

6074, Spigner House Renovation

Increase budget to $1,000,000 (add $986,500 Other, Auxiliary funds) to renovate the 9,500
square foot Spigner House at USC. The project was established in February 2010 for pre-
design work, which is now complete. The first floor will be renovated to provide space for
business use suited for seminar classroom and conference space and the second floor will be
renovated to create offices for the University’s food service provider. The work will include
replacing the mechanical, electrical, plumbing, and window systems, installing new fire
suppression and fire alarm systems, upgrading water supply piping to the house, creating
ADA compliant restrooms, restoring ail interior finishes and repainting. The facility is
unoccupied and renovations will adapt the space for new use. The building systems are
outdated and do not meet current code requirements. The renovation will be done to LEED
Silver certification and will include water efficiency, energy and atmosphere, materials and
resources, and indoor environmental quality measures. The LEED cost benefit analysis
shows a positive cost benefit of §191,350 over 30 years. The agency reports the total
projected cost of this project is $1 million and additional annual operating costs ranging from
$85,880 to $92,880 will result in the three years following project completion. The agency
also reports the projected date for execution of the construction contract is July 2011 and for
compietion of construction is February 2012. (See Attachment 2 for additional annual
operating costs.)



() Summary 3-2011: JBRC Item 11. Medical University of South Carolina

Project:
Request:

9808, Thurmond Gazes Building Envelope and Exhaust Systems Renovations

Increase budget to $7,000,000 (add $6,895,000 Instimition Bond funds) to renovate the
exhaust systems and building envelope on the Thurmond Gazes Building at MUSC. The
project was established in September 2010 for pre-design work which is now complete. The
work will include replacing the exhaust system, providing a separate exhaust chase for two
floors, sealing floor to floor penetrations, replacing wall flashing, recaulking and resealing
windows, and replacing the exterior finish on the penthouse. The building lacks exterior
envelope moisture resistance and mold and mildew are becoming a serious problem. The
building exhaust system contributes to the problem because it runs at 100% all the time and
there is not enough air supply to balance the system. This project, along with a previously
approved air handler replacement, will correct the indoor air quality issues that exist in the
building. Energy savings and conservation measures will include the installation of energy
efficient exhaust fans with variable speed drives, digital electronic controls, and phoenix
valves to control return air and exhaust air flow. The agency reports the total projected cost
of this project is $7 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 August 2011 and for completion of construction is August 2012.

(k) Summary 3-2011; JBRC ltem 12, Medical University of South Carolina

Project:
Request:

9809, Harborview Office Tower Chilled Water Risers Replacement

Increase budget to $650,000 {add $635,000 Institution Bond funds) to replace the chilled
water piping risers in the Harborview Office Tower at MUSC. The project was established
in September 2010 for pre-design work which is now complete. The work will include
demolishing the existing chilled water supply system, which carries chilled water throughout
the buildings for cooling, and installing a new system including pumps, air separators,
expansion tanks, variable speed drives, and controls. The existing risers are 31 years old,
severely corroded, and in danger of failure. Energy savings and conservation measures will
include the installation of pumps with variable speed drives and digital electronic controls.
The agency reports the total projected cost of this project is $650,000 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 2011 and for completion of
construction is April 2012.

H Summary 3-2011: JBRC Item 13. Medical University of South Carolina

Project:
Request:

9810, Storm Eye Institute Sanitary Sewer Riser Replacement

Increase budget to $560,000 (add $551,600 Institution Bond funds) to replace the sanitary
sewer risers in the Storm Eye Institute at MUSC. The project was established in September
2010 for pre-design work which is now complete. The work will include replacing the
existing copper pipe risers with acid resistant polypropylene piping and repairing portions of
walls and ceilings resulting from installation of the new piping. The risers drain laboratory
waste from sinks and plumbing, are 35 years old, severely corroded, and a continuous source
of leaks. They need to be replaced to prevent further damage to the building and ongoing
maintenance issues. Energy savings and conservation measures are not applicable to this
piping replacement project. The agency reports the total projected cost of this project is
$560,000 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 August 2011 and
for completion of construction is December 2011.



() Summary 3-2011: JBRC Item 14. Medical University of South Carolina

Project:
Request:

9811, Basic Science Building Dental Medicine Classroom/Office Renovation

Increase budget to $2,600,000 (add $2,561,750 - $1,000,000 Institution Bond and
$1,561,750 Other, College of Dental Medicine Reserve funds) to renovate approximately
22,253 square feet in the Basic Science Building for the College of Dental Medicine at
MUSC. The project was established in September 2010 for pre-design work which is now
complete. The work will include constructing two large, tiered lecture classrooms in the
former dental clinic space, creating office and lab space for dental faculty, and abating
asbestos where ceilings are disturbed. The work is needed to enable the College to increase
class sizes to better address the demand for dental professionals in the state and to
accommodate dental faculty relocating from another facility, The affected areas have not
been renovated since the building was constructed 40 years ago. Energy savings and
conservation measures will include the instaliation of energy efficient lighting, a lighting
control system, an energy efficient HVAC 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 comstruction contract is August 2011 and for completion of
construction is September 2012.

(n) Summary 3-2011: JBRC Item 15. Medical University of South Carolina

Project:
Request:

9812, Basic Science Building East Side Fxhaust/Emergency Power [mprovements

Increase budget to $2,550,000 (add $2,508,750 Institution Bond funds) to renovate the
exhaust and emergency power systems in the east half of the Basic Science Building at
MUSC. The project was established in September 2010 for pre-design work which is now
complete. The work will include installing a new exhaust system to support planned
conversion of space to research labs, installing floor to floor dampers to allow air flow
control, and extending the emergency electrical power distribution system to support the
research space. The east half of the building does not have a lab exhaust system and
emergency electrical power distribution is not sufficient to support the planned research
space. Floor to floor air control does not exist, which is inefficient and results in poor
temperature and humidity control. Energy savings and conservation measures will include
the installation of variable frequency drives, energy efficient motors and fans, electronic
controls, and energy efficient lighting and insulation. The agency reports the total projected
cost of this project is $2,550,000 and no additional annual operating costs will result from
the project. The agency also reports the projected date for execution of construction contract
is August 2011 and for completion of construction is April 2012.

(0) Summary 3-2011: JBRC ltem 16, Medical University of South Carolina

Project:
Request:

9813, Basic Science Building East Side Air Handler Replacement

Increase budget to $4,200,000 (add $4,140,000 Institution Bond funds) to replace the air
handler in the east half of the Basic Science Building at MUSC. The project was established
in September 2010 for pre-design work which is now complete. The work will include
installing a new 200,000 cubic feet per minute air handler, chilled water and steam supply
lines, and supply air ductwork and upgrading the electrical systems to support the new
equipment. The existing air handler is 40 years old, original to the building, well beyond its
useful life, and does not have adequate capacity to support labs and classrooms. Energy
savings and conservation measures will include the installation of variable frequency drives,
energy efficient motors and fans, electronic controls, and energy efficient lighting and
insulation. The agency reports the total projected cost of this project is $4.2 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 August 2011 and for completion
of construction is May 2012,



{») Summary 3-2011: JBRC Item 17. Medical University of South Carolina

Project:

Request:

98135, Basic Science Building Fire Alarm System Replacement

Increase budget to $670,000 (add $660,700 - $450,000 Institution Bond and $210,700 Other,
Institutional Capital Project Funds) to replace the fire alarm system in the Basic Science
Building at MUSC. The project was established in December 2010 for pre-design work
which is now complete. The work will include installing a fully addressable network system
for the building, replacing horns, strobe devices, puil stations, smoke detectors, the control
panel and related devices, and connecting the new system to the campus network. The
existing fire alarm system is 40 years old, obsolete, and not code compliant and does not
have a voice announcement capability. Energy savings and conservation measures will
include the installation of state-of-the-art energy efficient fire alarm devices. The agency
reports the total projected cost of this project is $670,000 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 May 2011 and for completion of construction is October 2011.

() Summary 3-2011: JBRC Item 18. State Board for Technical and Comprehensive Education

Project:

Request:

6013, Piedmont - Newberry County Center Renovation

Increase budget to $6,150,000 (add $6,030,000 - $3,933,100 Other, Newberry County and
$2,096,900 Other, Local College funds) to renovate approximately 45,000 square feet in a
county-owned facility as the Newberry County location of Piedmont Tech. The project was
established in February 2010 for pre-design work which is now complete. The work will
include renovations to house general education classrooms, the veterinary technician
program requiring wet labs, a surgery suite, and a boarding kennel, conference and meeting
space, a learning resource center, computer rooms, an ndustrial arts lab area, and student
vending and administrative space. Piedmont Tech will move the existing Newberry Center
to meet current space, program design and parking needs. Existing facilities lack parking,
have small rooms that do not meet current needs, are not energy efficient, and need building
code upgrades. Energy savings and conservation measures will include the installation of
energy efficient HVAC and lighting systems, motion detectors, instant hot water heaters, low
flow plumbing devices, additional insulation, and an energy management system. The
agency reports the total projected cost of this project is $6,150,000 and additiona! annual
operating costs ranging from $152,150 to $167,744 will result in the three years following
project completion. The agency also reports the projected date for execution of the
construction contract is September 2011 and for completion of construction is June 2012.
(See Attachment 3 for additional annual operating costs.)

(r) Summary 3-2011: JBRC Item 19. State Board for Technical and Comprehensive Education

Project:

Request:

6015, Trident - Building 950 Renovation Phase 11
Increase budget to $6,600,000 (add $6,516,000 Other, Institutional funds) to renovate
approximately 29,358 square feet in Building 950 at Trident Tech. The project was

-established in February 2010 for pre-design work which is now complete. The work will

include renovations to create studios, labs, classrooms and offices for the Media Arts and the
Fitness Specialist programs, student study and food service areas to support training in
aircraft manufacturing, and an indoor classroom and office for the Electrical Line Worker
program. The renovation is needed to provide space for Media Arts which has grown 72%
in the last five years and is located in several buildings, to establish a Fitness Specialist
program to fill a void in the area, to provide needed classroom space for the Electrical Line
Worker program, and to provide study and food service areas for aircraft manufacturing
students to eat and take breaks. The building will be renovated to LEED Silver certification
and will include water efficiency, energy and atmosphere, materials and resources, and
indoor environmental quality measures. The LEED cost benefit analysis shows a positive
benefit of $882,211 over 30 years. The agency reports the total prmected cost of this project
is $6.6 million and additional annual operating costs ranging b ; ill
result in the three years following project completlon The % % %pm;ect
date for execution of the construction contract is November 2011 and for completion, of
construction is November 2012. (See Attachment 4 for adffBnal dhndH Bperatmg costs%
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Increase Budget

{s) Summary 3-2011: JBRC Item 20. Francis Marion University

Project:
Request:

9558, Center for the Performing Arts Construction

Increase budget to $34,180,000 (add $1,680,000 - $1,350,000 Other, Interest Earned on
Private Gift and $330,000 Other, Private Gift funds) to complete construction of the 73,665
square foot Center for the Performing Arts for Francis Marion University to house the
university’s fine arts programs, offices and classrooms. The project was established in
September 2006 and is expected to be completed in April 2011. During the construction
phase, the university received interest earned on the private funds donated for the center’s
construction and additional private gift funds specifically to make additional enhancements
to the new facility. The increase will fund these additional enhancements, including a
security system and fencing, a water feature in front of the facility, an enhanced lighting
package, acoustic curtains, automatic window shades, and onyx glazing on windows. Many
of these were mcluded m the original design as alternates but were not awarded due to
budget considerations. The agency reports the total projected cost of this project is
$34,180,000 and additional annual operating costs ranging from $934,800 to $969,677 will
result in the three vears following project completion. (See Attachment 5 for additional
annual operating costs.)

Establish Project for Preliminary Land Studies

t) Summary 3-2011: JBRC Item 21. Coastal Carolina University

Project:
Request:

9578, Coastal Science Center Building and Land Acquisition

Establish project and budget for $20,000 (Other, One Cent Sales Tax funds) to procure the
investigative studies required to adequately evaluate property prior to purchase. Coastal
Carolina is considering the purchase of 10.62 acres of land with a 69,480 square foot
building on its east campus. The building is currently leased and provides office and
classroom space for the Psychology, Sociology, Computer Sciences and Marine Sciences
departments. The investigative studies will cnable the wniversity to make an informed
decision regarding exercising the purchase option associated with the current lease. The
facility provides much needed office and classroom space, including 40 offices, ten
classrooms, a lab and work spaces.

{u) Summary 3-2011: JBRC ltem 22. Coastal Carohna University

Project:
Request:

9579, Student Health Services Building and Land Acquisition

Establish project and budget for $20,000 (Other, One Cent Sales Tax funds) to procure the
investigative studies required to adequately evaluate property prior to purchase. Coastal
Carolina is considering the purchase of 2.58 acres of land with a 7,884 square foot building
on ifs main campus. The building is currently leased and provides office space for Student
Health and Counseling Services. The investigative studies will enable the university to make
an informed decision regarding exercising the purchase option associated with the current
lease. The facility provides much needed administrative space including 16 offices, two
conference rooms, ten exam rooms, and a murse’s station. The acreage associated with the
purchase will also provide the building site for the university’s new Public Safety facility.

4, What is the Board asked to do?

Approve permanent improvement project establishment requests and budget revisions. All items have been
reviewed favorably by the Joint Bond Review Committee.




What is the recommendation of Board Division involved?

Recommend approval of permanent improvement establishment requests and budget revisions.

Recommendation of other Division/Agency (as required)?

{(a) Authorized Signature:

(b) Division/Agency Name:

List of Supporting Documents:

Attached:

L. University of South Carolina Sumter Street Additional Annuai Operating Costs.
2. University of South Carolina Spigner House Additional Annuai Operating Costs.
3. Piedmont Tech Newberry County Center Additional Annual Operating Costs.

4, Trident Tech Building 950 Additional Annual Operating Costs.

5. Francis Marion Center for Performing Arts Additional Annual Operating Costs.
6. Permanent Improvement Project Information.



ADDITIONAL ANNUAL OPERATING COSTS/SAVINGS ATTACHMENT 1
RESULTING FROM PERMANENT IMPROVEMENT PROJECT

1. AGENCY
Code H27 Name ___USC Columbia
2 PROJECT
Project # __ 6063 Narne Sumter Street Safety Improvements
3, ADDITIONAL ANNUAL OPERATING COSTS/SAVINGS. (Check whether reporting costs or savings.)
COSTS [ ] savmngs [ | no crange
4.
TOTAL ADDITIONAL OPERATING COSTS/SAVINGS
Projected Financing Sources
(D 2) ‘ (3) )] (5)
Fiscal Year General Funds Federal Other Total
D 2012713 - [$297.00 3 $ $297.00
. 2 2013-14 $297..00 $ $ $297.00
D 2014-15 | $297.00 $ ¥ $297.00
5. If “Other” sources are reported in Column 4 above, itemize and specify what the other sources are (revenues, fees, eic.).
6. Will the additional costs be absorbed into your existing budget? YES D NO

if no, how will additional funds be provided?

7. Ttemize 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
1. _ Utilities $297.00. -
2.
N 3.
4.
5.
6.
7.
8.
TOTAL $297.00
g If personal services costs or savings are reported in 7 above, please indicate the number of additional positions
required or positions saved. 0
9. Submitted By: /UZMW 9 @tu’w\'}ﬁk@ciate VP, Facilities /3 ‘f 2000
Signature of Authorized Of@ and Title Date
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ADDITIONAL ANNUAL OPERATING COSTS/SAVINGS

ATTACHMENT 2

RESULTING FROM PERMANENT IMPROVEMEN]T PROJECT

AGENCY

Code H27 Name __ USC Columbia

PROJECT

Project # ___ 6074 Name __. Spigner House Renovation

ADDITIONAL ANNUAL OPERATING COSTS/SAVINGS. {Check whether reporting costs or savings.)

<] costs

[ ] savings

[ ] No cHANGE

TOTAL ADDITIONAL OPERATING COSTS/SAVINGS
Projected Financing Sources
ey e 3) (4) (5)
Fiscal Year General Funds Federal Other Total
1) 2012/13 £92,880.00 $ 8 $92.880.00
2) 2013/14 $85,880.00 5 $85,880.00
3) 2014/15 $85,880.00 5 $85,880.00
5. If “Other” sources are reported in Column 4 above, itemize and specify what the other sources are {revenues, fees, etc.).
6. Will the additional costs be absorbed into your existing budget? % YES D NO
If no, how will additional funds be provided?
7. Itemize below the cost factors that contribute to the fotal costs or savings reported above in Column 5 for the first
fiscal year.
COST FACTORS AMOUNT
[ Administration $4.940.00
2, Maintenance $28.785.00
3. Grounds $1,900.00
4. Custodial $14.060.00
5. Environmental $570.00
6. - _ Utilities $35.625.00
7. One Time Equipment Costs $7.000.00
8.
TOTAL $92.880.00
8. If personal services costs or savings are reported in 7 above, please indicate the number of additional positions
required or positions saved.
'//['w%\ Q (D}AMM—V\ <
9. Submitted By: Associate VP, Facilities [ O[ 1> ffO

Signature of Authorized@fﬁcral and Title Date
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ADDITIONAL ANNUAL OPERATING COSTS/SAVINGS ATTACHMENT 3
RESULTING FROM PERMANENT IMPROVEMENT PROJECT

1. AGENCY
Code H-59 Name __ Piedmont Technical College
2. PROJECT
Project # _HS39-6013 Name  Newberry County Center Renovation
3. ADDITIONAL ANNUAL OPERATING COSTS/SAVINGS. (Check whether reporting costs or savings.)
x| ] costs [ ] savives [ ] o cHANGE
4.
TOTAL ADDITIONAL OPERATING COSTS/SAVINGS
Projected Financing Sources
(1) (2) (3) (4) (5)
Fiscal Year General Funds Federal Local -Other Total
n 2012-13 3 $ $ 152,150 $ 152,150
2) 2013-14 $ $ & 159,757 $ 159,757
3) 201415 5 3 $ 167,744 $167,744
A. If “Other” sources are reported in Column 4 above, itemize and specify what the other sources are {revenues, fees, etc.).
County
6. Will the additional costs be absorbed into your existing budget? X YES D NO

If no, how will additional funds be provided?

Unlaiown at this time. Once the design and engineering is complete the calculations of consumption, the college will submit
With Phase IT — A-49 — request.

7. Itemize below the cost factors that contribute to the total costs or savings reported above in Colurn 5 for the first
fiscal year.
COST FACTORS AMOUNT
1. Ttilities $30,000
2. Grounds Mainienance 310,600
3. Housekeeping $26,80@ums
4. Maintenance Services $15,408=
5, Telecommunications Services $9.800 et g
6. Contract Services (trash. pest control &etc.) $9,5 g(ﬂj 6 «uld
7.
STA OARD
g. R
TOTAL $152,150
8. If personal services costs or savings are reported in 7 above, please indicate the number of additional positions

required or positions saved. 0 Q
9. Submitted By: / A\ 52/(/’(/%/ 71 I@mé,ﬁ; [ A !5‘_11 éé’aé’f’
ate

Signatire éf Authorized Official and Title

FORM A-48; Revised 11/20/97 . ADDENDUM TO FORM A-1, A-42, 0-42



ADDITIONAL ANNUAL OPERATING COSTS/SAVINGS
RESULTING FROM PERMANENT IMPROVEMENT PROJECT

ATTACHMENT 4

1. AGENCY
Code H359 Name ___Trident Technical College
2. PROJECT
Project # __ 6015 Name ___Trident - B950 Renoyvation Phase- 1T
3. ADDITIONAL ANNUAL OPERATING COSTS/SAVINGS. (Check whether reporting costs or savings.)
<] cosrts [ ] savings [ ] NocuaNGE
4.
TOTAL ADDITIONAL OPERATING COSTS/SAVINGS
Projected Financing Sources
(1 (2) 3 ) (5)
Fisca!l Year General Funds Federal Other Total
1) FY 2013 $ s $99.964.00 $90,968°00¢
2) FY 2014 by 5 $207,925.00 $207.925.00
3} FY 2015 3 b $216,242.00 $216,242.00
i . ¥ partial year - 6 mo.
3. If “Other™ sources are reported in Column 4 above, itemize and specify what the other sources are (revenues, fees, etc.).

Local — operating costs are provided by the counties.

6. Wil the additional costs be absorbed into your existing budget? YES I:I NO
If no, how will additional funds be provided?
7. Itemnize below the cost factors that contribute to the total costs or savings reported above in Column 5 for the first
fiscal vear.
COST FACTORS AMOUNT
1. Building Maintenance $40.074.00
2, Utilities $46.386.00
3. Custodial Services $13.505.00
4.
5.
6.
7.
8.
TOTAL $99.96%.00 *
sk partial year-— 6 mo.
8. If personal services costs or savings are reported in 7 above, please indicate the number of additional positions
required or positions saved. N/A

9. Submitted By: Dr. Mary Thornley. President / 17 ?{ﬁ. A / /1,&/;/!«//?’
Signature of Authorized Ofﬁc/i(a] and Title

FORM A-49; Revised 11/20/97 ADDENDUM TO FORM A-1, A-42, 0-42



ADDITIONAL ANNUAL OPERATING COSTS/SAVINGS  ATTACHMENT 5
RESULTING FROM PERMANENT IMPROVEMENT PROJECT

. AGENCY
Code H18 Name Francis Marion University
. PROJECT
Project #; 9558 Name Center for the Performing Arts Construction

. ADDITIONAL ANNUAL OPERATING COSTS/SAVINGS. (Check whether reporting costs or savings.)

COSTS D SAVINGS [:] NO CHANGE

TOTAL ADDITIONAL OrIE’ERATING COSTS/SAVINGS
Projected Financing Sources
() @) 3 ) [6)
Fiscal Year General Funds Federal Other Total
1) 10-11 g 155,8004 b 155,800+
2) 11-12 kY 304,128 $ 637,306 § § 941,434
3y 12-13 5 313,252 $ 656,425 1% 969,677

. * partial yr - 2 mo.
. M “Other” sources are reported in Column 4 above, iternize and specify what the other sources are {revenues, fees, eic.).
These funds will come from ticket sales, facility rentals, grants and scholarships

. Will the additional costs be absorbed into your existing budget? i:l YES I X | NO
If no, how will additional fands be provided?
State appropriated funding through square footage formula budget additions and Center usage fees

. Tternize 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
1. Academic and Support Staff . $ 115,700
2. Facilities Support, materials and supplies $ 20,700
3. Operating Utilities $ 19,400
4
3
6
7
8
TOTAL $ 155,800

. If personal services costs or savings are reported in 7 above, please indicate the sumber of additional positions
required or positions saved. 2 N

20-Jan-11
Date

. Submitted By:

E i ADDENDUM TO FORM A-1, A-42, 042

FORM A-49: Revised 11/20/97 E X H i
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ATTACHMENT 6
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STATE BUDGET AND CONTROL BOARD

MEETING OF February 8, 2011

REGULAR SESSION
ITEM NUMBER 4‘

AGENCY:

Office of State Budget

SUBJECT:

Real Property Acquisition

The Office of State Budget recommends approval of the following real property acquisition:

(a) Agency: Coastal Carolina University

Acreage: 3.06+ acres

Location: Off of Chanticleer Drive West in Conway

County: Horry County

Purpose: To construct a new academic classroom/office
building.

Appraised Value: N/A

Price/Seller: Donation / Coastal Educational Foundation

Source of Funds: N/A

Project Number: H17-9576

Environmental Study: Approved

Building Condition N/A

Assessment:

Additional Annual Op No additional annual operating costs will result from

Cost/SOF: the donation. Construction of a new academic
classroom/office building on the site is estimated to
cost $12 million and will be Tunded with Other, One
Cent Sales Tax and Institutional Capital Project
Funds. '

Current Year Property Tax: N/A

Approved By: CHE on 11/15/10; JBRC on 02/02/11

BOARD ACTION REQUESTED:

Approve the property acquisition as requested.

ATTACHMENTS;

Agenda item worksheet and attachments

EXHIB
FEB 8 2011 19
STATE BUDGET & CONTROL BOARD






BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

Meeting Scheduled for: February 8, 2011

Regular Agenda

1. Submitted by:

Lo Bles

(a) Agency: Office of State Budget £
(b)  Authorized Official Signature: Les Boles, Director
2. Subject: REAL PROPERTY ACQUISITION

3. Summary Background Information:

(a)

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:

Coastal Carelina University

3,06+ acres

Off of Chanticleer Drive West in Conway

Horry County

To construct a new academic classroom/office building.
N/A

Donation / Coastal Educational Foundation

N/A

H17-9576

Approved

N/A

No additional annual operating costs will result from the
donation. Construction of a new academic
classroom/office building on the site is estimated to cost
$12 million and will be funded with Other, One Cent
Sales Tax and Institutional Capital Project Funds.

N/A

CHE on 11/15/10; JBRC on 02/02/11

4. Whatis Board asked to do?

Approve the property acquisition as requested.

5. What is recommendation of Board Division involved?

Recommend approval of the property acquisition requested.

6. Recommendation of other Division/Agency (as required)?

(a)
(b}

Authorized Signature:

Division/Agency Name:




7. List of Supporting Documents:

(a)
(b)
(c)
(d)
(e)

Code Section 1-11-65
Letter from Agency
Map

Environmental Results
Cost Implications

EXHIBIT

FEB 8 208 10
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SECTION 1-11-65. Approval and recordation of real property transactions involving
governmental bodies.

(A) All transactions involving real property, made for or by any governmental bodies, excluding
political 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 must be
recorded simulianeously 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 gifis 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.
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COASTAL "CAROLINA
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Senicr Vice President for Finance and Administralion

(¢

November 9, 2010

Ms. Carol Routh

Assistant Director, Capital Budgeting
State Budget & Control Board

1201 Main Street, Suite 870
Columbia, SC 29201

Dear Carol:

Please accept this letter as a request for State Budget and Control Board approval
for the donation of 3.06 acres of land to the University from the Coastal Educational
Foundation. This property is needed for construction of an academic classroom and
office building

Thank you for your assistance in this regard.

Sincerely,

Will Garland
Sr. Vice President for Finance & Administration

PO Box 261954 ¢ Conway, SC 29528-6054 ¢ 843349 2105 = 843 349.2988 fax = www.coastal.edu
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Phase | ESA Report S&ME Project No. 1634-10-243
Academic Classroom Building — Conway, South Carolina November 5, 2010

SUMMARY

S&ME, Inc. has completed a Phase I Environmental Site Assessment (ESA} on a parcel
of land totaling approximately 3.29 acres, located south of and adjacent to Chanticleer
Drive in Conway (Horry County), South Carolina. This summary is intended as an
overview of the Phase I ESA for the convenience of the reader. The complete report
must be reviewed in its entirety prior to making decisions regarding this site.

The purpose of this Phase I ESA was to identify, to the extent feasible pursuant to ASTM
E 1527-05, Recognized Environmental Conditions (RECs) in connection with the site.
The ASTM Standard Practice E 1527-05 defines "good commercial and customary
practice for conducting an environmental site assessment of a parcel of commercial real
estate with respect to the range of contaminants within the scope of the Comprehensive
Environmental Response, Compensation and Liability Act (CERCLA) and to petroleurn
products”. This practice is intended to permit a user to satisfy one of the requirements to
qualify for the "innocent landowner, contiguous property owner, or bona fide prospective
purchaser limitations to CERCLA lability.”

On October 28, 2010, Mrs. Dawn Schoolcraft, an environmental technologist with
S&ME, under the guidance of Thomas Still, P.E., an environmental professional,
conducted a site reconnaissance to evaluate the subject property for drainage patterns,
vegetation patterns, stains, discoloration, surrounding land use, and other visual aspects
suggestive of the presence of recognized environmental conditions. The subject property
is currently utilized for parking purposes and contains a fenced area with air conditioning
units and a natural gas back-up generator. The adjacent properties consist of Founders
Drive to the northwest, vacant wooded land to the north and south, an educational
building to the east (the Wall Building), and a recreational track and field to the west.

S&ME contracted Environmental Data Resources (EDR) to prepare a Field Check™
Radius Report compiling federal and state environmental database information. S&ME
also viewed historical aerial photographs to determine past uses of the subject site and its
adjacent properties. Interviews with the current property owner and with the local fire
department were also conducted to further determine the environmental status of the
subject site. This process revealed that the subject property has historically been vacant
cleared land to vacant wooded land prior to its development.

In summary, this assessment has revealed no evidence of RECs in connection with the
subject property.

EXHIBIT
FEB 8 20 + 0
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PROPERTY ACQUISITION INFORMATION FORMAT
PART X

Project Number: 9576
County: Horry

Description of Property: 3.06 acres of land off of Chanticleer Drive West, Conway, SC.
Part of tax map parcel #1510001097.

Grantor(s) Name and Address:
Coastal Educational Foundation
PO Box 261954

Conway, SC 29528-6054
Grantee(s) Name and Address:
Coastal Carolina University

PO Box 261954

Conway, SC 29528-6054
County Location: Horry

Acreage: 3.06 acres

Purpose for Acquisition: Land is being donated for purpose of construction of an
academic classroom and office building.

Demonstrate the need to acquire the property: University is in great need of classroom
and faculty/staff office space to support the expanding student population and faculty
growth. This building will permit many classes and faculity offices to return to main
campus from across Highway 501.

Purchase Price: N/A. Land is being donated to the University

Current Year Property Tax Amount: N/A

PART II

. How many sites were evaluated? One

Please list the selection criteria used to evaluate sites: Land needed to be in academic
hub of University (main campus) with enough acreage to support 48,000 + sf building.



. How was th¢ final selection of the site made? Site selection based on current campus
master plan.

. Why was this specific site selected? Site met all criteria required and conformed to
campus master plan.

. What is the estimated cost of any construciion or renovations to be done on the property
and the anticipated source of funds for such work? The budget for project #9573 is
$12,000,000 for the new academic classroom/office building. Source of funds for this
building is One Cent Sales Tax Funds and ICPF.

. What are thie estimated additional annual operating costs. }J‘Vhich will result from
acquisition bf the property and the anticipated source of the funds? Explain the factors
that determine the cost. If no costs, explain why not.

No additiorial operating costs associated with land donatioh.

. What are the estimated additional annual operating costs ﬁ{hich will result from
constructiori/renovation on the property and the anticipated source of funds? Explain the
factors that determine the costs. If no costs, explain why not.

Annual opefiting costs associated with project #9573 (néfw academic classroom building
to be built ox this property) is $168,000/year. This includes utilities, supplies and salaries
of two additional custodians.

FEg 8 200 10
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STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF February 8, 2011 ITEM NUMBER

AGENCY:  Medical University Hospital Authority

SUBJECT: Medical University Hospital Authority Working Line of Credit

Pursuant to S.C. Code Ann. Section 59-123-60, as amended, the Board of Trustees of the
Medical University of South Carolina (Board of Trustees) became the governing body of the
Medical University hospitals, clinics, and other healthcare and related facilities as shall be
determined from time to time by resolution of the Board of Trustees. Section 59-123-60 further
provides that whenever the Board of Trustees functions in its capacity as the governing body of
such facilities, it is constituted and designated as the Medical University Hospital Authority
(Authority), an agency of the State of South Carolina.

The Authority, pursuant to Section 59-123-60(E)(3)(d), is authorized to issue revenue
anticipation notes; provided that such notes have a maturity of not exceeding six months from
date of issuance and do not exceed, in the aggregate, ten percent of the net patient service
revenue for the fiscal year of the Authority preceding the fiscal year in which such obligations are
issued. The issuance of the notes is subject to approval of the Budget and Control Board.

The Medical University of South Carolina (MUSC) advises that audited financial statements
reflect that for fiscal year ended June 30, 2010, net patient service revenues were $980,120,000.

The Authority requests that the Board authorize the State Treasurer to negotiate the terms of the
revenue anticipation notes which shall be issued in an aggregate principal amount not exceeding
$25,000,000 and shall have a maturity of not exceeding six months from the date of their
jssuance. The Authority also requests that the Board authorize the Treasurer to negotiate other
terms and conditions of the revenue anticipation notes and to approve all documents related
thereto to which the Authority is a party. The Authority further requests that the Board authorize
the Treasurer to negotiate the terms and conditions of one renewal of such anticipation notes
during the 2011-2012 fiscal year, such renewal not exceeding six months.

BOARD ACTION REQUESTED:

Adopt a resolution (1) authorizing the State Treasurer to negotiate the terms of the revenue
anticipation notes which shall be issued in an aggregate principal amount not exceeding
$25,000,000 and shall have a maturity of not exceeding six months from the date of their
issnance; (2) authorizing the Treasurer to negotiate other terms and conditions of the revenue
anticipation notes and to approve all documents related thereto to which the Authority is a party;
and (3) authorizing the Treasurer to negotiate the terms and conditions of one renewal of such
anticipation notes during the 2011-2012 fiscal year, such renewal not exceeding six months.

ATTACHMENTS: EXHIBIT

Youngblood 1/13/11 letter; Resolution; Code Section 59-123-60
FEB 8 201 i
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ANDERSON

MCNAIR

MEMCRANDUM

TO: Delbert H. Singleton Jr.
FROM: M. William Youngblood /3"44 74“—“74/(4-»'{
DATE: January 13, 2011

RE: Medical University Hospital Authority Working Line of Credit

Section 59-123-60(E)3)(d) of the SC Code authorizes the Medical University Hospital
Authority to incur indebtedness under the provisions of the Hospital Revenue Bond
Act, used traditionally for the financing of hospital facilities. In addition, this section
authorizes a specific category of short-term financing, used by most business
enterprises, the working line of credit, to smooth out occasional lags in receipt of
budgeted revenue during a fiscal year so that expenditures can be paid in timely fashion
throughout the fiscal year.

Under the statute these short-term borrowings may not exceed ten percent of net patient
service revene.

In addition to the statutory ten percent limitation, there are additional iimitations
imposed on the Authority’s short-term indebtedness under its existing bond documents.

Net patient service revenues for the 2010 fiscal year were $980,120,000 which, under
the statute, would permit short-term indebtedness in an amount not exceeding
$98,000,000. The Authority seeks a working line of credit in an amount not exceeding
$25,000,000.

$25,000,000 1s about 2.5% of last fiscal year’s net patient service revenue or about
eleven days of operating expenses, certainly a prudent level at which to establish a
working line of credit. The debt will be payable solely from revenues of the Authority.
Neither the full faith and credit nor the taxing power of the State are pledged in any
way.

Historically the Budget and Control Board has delegated to the State Treasurer the
authority to negotiate the terms of the working line of credit, subject to the limitations
imposed by the statute.

The Resolution which the Budget and Control Board is asked to adopt authorizes the
short-term indebtedness and delegates to the State Treasurer the authority to negotiate
its terms.

MWY:ebs

CHARLESTON 124731y}

ATTORNEYS

M. William Youngbioog

wyoungblopd@menair.net

T (843) 723-7831
F {843} 722-3227

McNair Law Firm, P. A,
100 Calhoun Street, Suite 400
Chartaston, SC 29401

Matling Adgrass

Post Office Box 1431
Charleston, 8C 28402

menair.net
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A RESOLUTION

AUTHORIZING THE MEDICAL UNIVERSITY HOSPITAL AUTHORITY TO
INCUR CERTAIN SHORT-TERM INDEBTEDNESS.

WHEREAS, by Act 264 of the 2000 Acts and Joint Resolutions of the South Carolina General
Assembly, as amended (the “Medical University Hospital Authority Act”), the Board of Trustees of the
Medical University of South Carolina became the governing body of the Medical University hospitals,
clinics, and other healthcare and related facilities as shall be determined from time to time by resolution
of the Board of Trustees of The Medical University of South Carolina. Whenever such board functions in
its capacity as the governing body of such facilities, it is constituted and designated as the Medical
University Hospital Authority, an agency of the State of South Carolina (the “Authority™); and

WHEREAS, the Authority is authorized, infer alia, to issue revenue anticipation notes; provided
that, such notes shall have a maturity of not exceeding six months from date of issuance; and do not
exceed, in the aggregate, ten percent of the net patient service revenue for the fiscal year preceding the
fiscal year in which such obligations are issued; and

WHEREAS, the audited financial statements of the Authority for the fiscal year ended June 30,
2010 reflect net patient service revenues of $980,120,000; and

WHEREAS, the Authority is also subject to the terms of that certain Trust Indenture dated as of
December 1, 2004 (the “Indenture”) between the Authority and The Bank of New York, as trustee; and

WHEREAS, pursuant to Section 637 of the Indenture, the Authority may only incur Indebtedness
(as defined in the Indenture) on such terms and conditions as shall be approved by FHA (as defined in the
Indenture); and

WHEREAS, the Authority wishes to seek approval of FHA for short-term indebtedness in an
aggregate amount of not exceeding $25,000,000 as described in a resolution of the Authority, adopted
October 8, 2010, a copy of which has been filed with the State Budget and Control Board.

NOW THEREFORE, BE IT RESOLVED BY THE SOUTH CAROLINA STATE BUDGET
AND CONTROL BOARD IN MEETING DULY ASSEMBLED:

1. The State Treasurer of South Carolina is hereby authorized to negotiate the terms of the
foregoing revenue anticipation notes which shall be issued in an aggregate principal amount not
exceeding $25,000,000, and shall have a maturity of not exceeding six months from the date of their
issuance.

2. The State Treasurer of South Carolina is hereby authorized to negotiate other terms and
conditions of such revenue anticipation notes and to approve the form of all documents related thereto to
which the Authority shall be a party.

3. The State Treasurer of South Carolina is further authorized to negotiate the ferms and

conditions of one renewal of such revenue anticipation notes during the 2011-2012 fiscal year, such
renewal to also have a term not exceeding six months.

CHARLESTON 324606v!



CHAPTER 123.
THE MEDICAL UNIVERSITY OF SOUTH CAROLINA

SECTION 59-123-60. Organization and powers of board; designation as Medical University Hospital
Authority. : .

{A) The board of trustees shall elect one of its members to be chairman and is authorized to elect a
university president, one or more vice presidents, and a secretary, prescribe their duties and terms of
office, and fix their compensation. It shall elect teachers of professorial rank in the various colleges
which make up the Medical University of South Carolina and other officers and employees as may be
necessary for the proper conduct of the university and fix their compensation, the fees and charges of
students, and the rules for the government of the university. The board of {frusiees also has the following
powers:

(1) to make bylaws and regulations considered expedient for the management of its affairs and its own
operations not inconsistent with the constitution and laws of this State or of the United States;

(2) to confer the appropriate degrees in medicine, dental medicine, pharmacy, nursing, health-related
professions, and graduate studies in related health fields upon students and other persons as in the opinion
of the board of trustees may be qualified to receive them; and

(3) to make contracts and to have, to hold, to purchase, and to lease real estate and personal property for
corporate purposes; and to sell and dispose of personal property and any buildings that are considered by
it as surplus property or no longer needed and any buildings that it may need to do away with for the
purpose of making room for other construction. These powers must be exercised in a manner consistent
with the provisions of Chapter 35 of Title 11.

(B) All revenues of the Medical University of South Carolina, the Medical Undversity Hospital, and any
funds transferred to the Medical University from a practice plan must be expended for a public purpose as
that purpose is defined in the applicable state law and regulations. For purposes of this subsection, and in
addition to all other applicable laws and regulations, public purposes also do not include expenditures for
purchasing gifts, making political or other contributions, and reimbursing officers’ and employees’ travel
and subsistence expenses in excess of those authorized by law for state employees away from their job
site on official business.

(C) The provisions of the Freedom of Information Act apply to the Medical University Hospital
Authority, except that access is not allowed under this section to patient records or insurance information
with respect to patients.

{D) Members of the Medical University Board, while serving as members of the hospital authority and
the officers and emplovees of the hospital authority, shali be subject {o applicable state ethics and
accountability provisions of law.

(E) As shall be provided in an implementing resolution by the Board of Trustees of the Medical
University of South Carolina, the Board of Trustees of the Medical University of South Carolina becomes
the governing body of the Medical University hospitals, clinics, and other health care and related facilities
(hereinafter ‘hospital’) as shall be determined from time to time by resolution of the board. Whenever the
board functions in its capacity as the governing body of the hospital, the board of trustees is constituted
and designated as the Medical University Hospital Authority, an agency of the State of South Carolina
(hereinafter called authority). The board, as the governing body of the authority, has the powers granted
the Board of Trustees of the Medical University of South Carolina under this chapter and the following
DOWETS!

(1) make and amend bylaws for its governance consistent with the purposes of this chapter;

(2) make bylaws for the management, regulation, and operation of the hospital;

(3)(a) make contracts and have, hold, purchase, and lease real estate and personal property for corporate
purposes; and sell and dispose of personal property and any buildings that are considered by it as surplus
property or no longer needed and any buildings that it may need to do away with for the purpose of



making room for other construction. These contracts are exempt from the South Carolina Consolidated
Procurement Code and Regulations, but the authority must adopt a procurement policy requiring
competitive bidding for construction contracts, which must be filed with and approved by the State
Budget and Control Board,;

(b) sell, convey, mortgage, lease, exchange, and otherwise dispose of any real property subject to the
authority and approval of the Budget and Control Board. These activities under this subitem are exempt
from all regulations and general laws governing disposal of surplus government property. The proceeds
derived from the lease of any real property, net of transaction costs and payment of any debts secured by
such property, shall be remitted to the MUSC Board of Trustees to be used exciusively for the support of
the Medical University. The proceeds derived from the disposition of any real property, net of transaction
costs and payment of any debts secured by such property, shall be remitted to the MUSC Board of
Trustees to be used exclusively for the support of the Medical University;

(c) make contracts and guarantees, to incur liabilities, to issue its notes, bonds, and other obligations, and
secure any of its obligations by mortgage or pledge of any of its property, or income in a manner to be in
the best interest of the authority. Any guarantee or indebtedness of the authority shall not create an
obligation of the State, nor shall such guarantee or indebtedness be considered a debt against the general
revenue of the State;

(d) for the pwrpose of effectuating the provisions of subitem (c) above, utilize all provisions of the
Hospital Revenue Bond Act. The issuance by the authority of any bonds, notes, or other obligations or
indebtedness, except as provided in this subitem, shall be subject to the approval thereof by resolution of
the State Budget and Control Board, Except for such approving resolution, the requirements of Section
44-7-1590 of the Hospital Revenue Bond Act shall be applicable to obligations issued by the authority.
The authority may issue revenue anticipation notes and such notes shall have a maturity of not exceeding
six months from date of issuance and shall not exceed, in the aggregate, ten percent of the net patient
service revenue for the fiscal year of the authority preceding the fiscal year in which such obligations are
issued;

(4) receive contributions, donations, and payments and invest and disburse its funds; provided, however,
that these funds are funds which must be used for public purposes, and further, that the authority may not
‘use or authorize the use of funds, property, or time to influence the outcome of an election;

{3) construct, operate, and maintain the hospital and related premises, buildings and facilities, and
infrastructure;

(6) appoint such officers, employees, personnel, and agents of the authority and define such duties and fix
their compensation in such manner as is necessary to carry out the authority’s activities and affairs; the
policies of the authority’s personnel and employees are exempt from Budget and Control Board personnel
policies and applicable laws; all personnel employed by the anthority are exempt from the provisions of
Article 5, Chapter 17 of Title &, the State Employee Grievance Procedure, but the board shall adopt a
grievance procedure substantially similar to the provisions of that article to govern personnel and
employees of the authority, and this procedure must be filed with and approved by the State Budget and
Control Board, All employees of the authority must be furnished a copy of {his grievance procedure; all
personnel employed by the authority are employees-at-will and are state employees for purposes of
eligibility for participation in the South Carolina Retirement System, the State Health Insurance Group
plans, and pursuant to the South Carolina Tort Claims Act;

(7) make pension payments to the South Carolina Retirement Systems on behalf of personnel or
employees employed by the authority who qualify in the same manner as other state employees in the
executive branch of government;

(8) pay contributions to the Office of Insurance Services for health and dental plans on behalf of
personnel employed by the authority who qualify in the same manner as other state employees in the
executive branch of government;

(9) recerve, expend, and control under its own name and account any appropriated funds, federal funds,
donations, and grants made availabie fo the authority; provided, however, that these funds are funds



which must be used for a public purpose, and further, that the authority may not use or authorize the use
of funds, property, or time to influence the cutcome of an election;

(10) conduct an annual fiscal audit by certified public accountants selected by the authority who shall
review the accounts of the authority and report such findings of the audit to the Governor and the General
Assembly in accordance with generally accepted auditing standards;

(11) prepare and submit an annual budget to the General Assembly and the Budget and Control Board for
review; '

(12) establish management controls and staffing of personnel as the authority deems most appropriate for
the prudent conduct of the activities and affairs of the hospital; provided, that they establish an internal
audit function that would report directly to the authority;

(13) establish such not-for-profit corporations as the board considers necessary to assist the authority in
carrying out its functions; provided, that any entity created pursuant to this subsection is considered to be
an entity of the authority and subject o all laws and regulations applicable to the authority under this
section. The formation of for-profit corporations by the authority is strictly prohibifed.

(F) Upon review of the audit report required in Section 59-123-60(E)(10), the legislature, by joint
resolution, or the Governor, by Executive Order, may request audits to be completed by the State
Auditors Office or the Legislative Audit Council. Based on the findings reported in the audit required in
Section 59-123-60(E}10) by the State Auditors Office or by the Legislative Audit Council, the
legislature, by joint resolution, may require intervention by the Budget and Control Board for the
purposes of rectifying any material findings refiected in the audits.

(G) A member of the Medical University Board, an officer in the administration of the university,
including deans of the various colleges, the President of the Medical University, or any other officer of
the authority or any of its affiliates who have been found guilty of malifeasance, misfeasance,
incompetence, absenteeism, conflict of interest, misconduct, persistent negiect of duty in office, or
incapacity shall be subject to removal by the Governor upon any of the foregoing causes being made to
appear to the satisfaction of the Governor. But before removing any such person, the Governor shall
inform him in writing of the specific charges againgt him and give him an opportunity on reasonable
notice to be heard. The Governor shall appoint a successor to fill the vacancy created by his removal.
The successor appointed by the Governor is to serve in that position uniil a successor is elected and
qualified in accordance with Section 59-123-50.

() The authority shall offer and provide to the Medical University of South Carolina the services
necessary for the training and education of health professionals.

() Beginning in fiscal vear 2000-2001 state appropriations to the Medical University of South Carolina
for support of the Medical University hospitals and clinics shall be redirected to the Department of Health
and Human Services. These funds shall be used as match funds for the disproportionate share for the
hospital’s federal program. Any excess funding may be used for hospital base rate increases. Beginning
in fiscal year 2000-2001 and in subsequent years, the Department of Health and Human Services shall
pay to the Medical University of South Carolina Hospital Authority an amount equal to the amount
appropriated for its disproportionate share to the Department of Health and Human Services. This
payment shall be in addition to any other funds that are available to the authority from the Medicaid
program inclusive of the disproportionate share for the hospital’s federal program. The authority shall
continue to operate the hospital as a health provider for the citizens of South Carolina and the clinical site
for the education and training programs of the Medical University of South Carolina.

(I} The board, as the governing body of the authority, shall adopt a written policy for the hospital for the
expenditure of public funds. Public funds may be expended for events which recognize academic and
research excelience and noteworthy accomplishments of members of the faculty and staff students, and
distinguished guests of the authority. Sources of the funds for these expenditures include only
nonappropriated state funds. The expenditure of funds from these sources pursuant to the written policy
of the board for the purpose stated in this section are considered to meet the public purpose test for
expenditure of public finds.



{(K) The authority and its permanent improvements and the financing thereof shall be exempt from the
provisions of Chapter 47 of Title 2, and the leasing of property and the granting of easements and rights
of way by the authority shall be exempt from the provisions of Sections 1-11-55, 1-11-56, 1-11-57(1), and
10-1-130.

(L) The authority and the board of trustees as the governing body of the authority shall succeed to all of
the rights, duties, and obligations of the Medical University of South Carolina and the board of trustees,
respectively, as owner and operator of the hospital. All property, real, personal, tangible, or intangible
(including, without limitation, deposits, investments, and accounts receivable) of the Medical University
relating to the hospital shall be and become the property of the authority. The Medical University and its
officers are authorized to execute and deliver such instruments of conveyance or agreements as may be
determined by the board to be necessary or useful to effect or evidence such transfer.”
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DATE: January 13, 2011

RE: Medical University Hospital Authority Working Line of Credit

Section 59-123-60(E)(3)(d) of the SC Code authorizes the Medical University Hospital
Authority to incur indebtedness under the provisions of the Hospital Revenue Bond
Act, used traditionally for the financing of hospital facilities. In addition, this section
authorizes a specific category of short-term financing, used by most business
enterprises, the working line of credit, to smooth out occasional lags in receipt of
budgeted revenue during a fiscal year so that expenditures can be paid in timely fashion
throughout the fiscal year.

Under the statute these short-term borrowings may not exceed ten percent of net patient

service revene.

in addition to the statutery ten percent limitation, there are additional limitations
imposed on the Autherity’s short-term indebtedness under its existing bond documents.

Net patient service revenues for the 2010 fiscal year were $980,120,000 which, under
the statute, would permit short-term indebtedness in an amount not exceeding
$98,000,000. The Authority seeks a working line of credit in an amount not exceeding
$25,000,000,

$25,000,000 s about 2.5% of last fiscal year’s net patient service revenue or about
eleven days of operating expenses, certainly a prudent level at which to establish a
working line of credit. The debt will be payable solely from revenues of the Authority.
Neither the full faith and credit nor the taxing power of the State are pledged in any
way.

Historically the Budget and Control Board has delegated to the State Treasurer the
authority to negotiate the terms of the working line of credit, subject to the limitations
imposed by the statute,

The Resolution which the Budget and Control Board is asked to adopt authorizes the
short-term indebtledness and delegates to the State Treasurer the authority to negotiate
its terms,
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A RESOLUTION

AUTHORIZING THE MEDICAL UNIVERSITY HOSPITAL AUTHORITY TO
INCUR CERTAIN SHORT-TERM INDEBTEDNESS.

WHEREAS, by Act 264 of the 2000 Acts and Joint Resolutions of the South Carolina General
Assembly, as amended (the “Medical University Hospital Authority Act”), the Board of Trustees of the
Medical University of South Carolina became the governing body of the Medical University hospitals,
clinics, and other healthcare and related facilities as shall be determined from time to time by resolution
of the Board of Trustees of The Medical University of South Carolina. Whenever such board functions in
its capacity as the governing body of such facilities, it is constituted and designated as the Medical
University Hospital Authority, an agency of the State of South Carolina (the “Authority”); and

WHEREAS, the Authority is authorized, inter alia, to issue revenue anticipation notes; provided
that, such notes shall have a maturity of not exceeding six months from date of issuance; and do not
exceed, in the aggregate, ten percent of the net patient service revenue for the fiscal year preceding the
fiscal year in which such obligations are issued; and

WHEREAS, the audited financial statements of the Authority for the fiscal year ended June 30,
2010 reflect net patient service revenues of $980,120,000; and

WHEREAS, the Authority is also subject to the terms of that certain Trust Indenture dated as of
December 1, 2004 (the “Indenture™) between the Authority and The Bank of New York, as trustee; and

WHEREAS, pursuant to Section 637 of the Indenture, the Authority may only incur Indebtedness
(as defined in the Indenture) on such terms and conditions as shall be approved by FHA (as defined in the
Indenture), and

WHEREAS, the Authority wishes to seek approval of FHA for short-term indebtedness in an
aggregate amount of not exceeding $25,000,000 as described in a resolution of the Authority, adopted
October 8, 2010, a copy of which has been filed with the State Budget and Controi Board.

NOW THEREFORE, BE IT RESOLVED BY THE SOUTH CAROLINA STATE BUDGET
AND CONTROL BOARD IN MEETING DULY ASSEMBLED:

1. The State Treasurer of South Carolina is hereby authorized to negotiate the terms of the
foregoing revenue anticipation notes which shall be issued in an aggregate principal amount not
exceeding $25,000,000, and shall have a maturity of not exceeding six months from the date of their
issuance.

2, The State Treasurer of South Carolina is hereby authorized to negotiate other terms and
conditions of such revenue anticipation notes and to approve the form of ali documents related thereto to
which the Authority shall be a party.

3. The State Treasurer of South Carolina is further authorized to negotiate the terms and

conditions of one renewal of such revenue anticipation notes during the 2011-2012 fiscal year, such
renewal to also have a term not exceeding six months.

CHARLESTON 3246066v!



STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF February 8, 2011 [TEM NUMBER @

AGENCY:  State Ports Authority

SUBJECT: Port Royal Property

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 actes of highland and 265
acres of marsh (tidelands). 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 to the State Ports Authority.” Another statutory requirement of the sale is that
the property must first be “appraised and then sold at fair market value” on an “open-bid basis, and
no bid may be accepted which is less than the property’s fair market value as shown by the
appraisal.” Since the property was not sold by December 31, 2009, the property has been
transferred to the Budget and Control Board (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.

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. Closing on the sale
failed to occur because of the withdrawal of the lender from the transaction due to financial market
conditions which were deteriorating rapidly at the time. The property was then placed with a
commercial real estate broker who advertised nationally, through a website, and in December 2009
and January 2010 the broker solicited bids or proposals regarding the sale of the property in the
state publication, South Carolina Business Opportunities (SCBO). A proposed purchaser initiated
discussions through the SPA’s broker and negotiations were ongoing in December 2009. 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. In February 2010, a Letter of Intent for the purchase
and sale of the property was executed between the SPA and the purchaser.

A contract was thereafter negotiated with the purchaser, and on May 18, 2010, the SPA approved a
resolution for the sale of the Port Royal property, subject to this Board’s approval, upon the
following terms and conditions: The property was to be sold in two phases. On September 29,
2010, the Board approved the contract for sale of the Port Royal property as negotiated by the
SPA. Board staff has been advised that the contract has since fallen through.

The SPA seeks guidance from the Board concerning its responsibilities with regard to the sale of
the Port Royal property.

BOARD ACTION REQUESTED:

Consider the State Ports Authority’s request for guidance in the sale of the Port Royal property.

ATTACHMENTS: E X H .
g -’
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STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF February §, 2011 ITEM NUMBER

AGENCY: Budget and Control Board

SUBJECT:  Future Meeting

The Board is asked to consider a date for its next Budget and Control Board meeting in April
2011.

BOARD ACTION REQUESTED;

Determine a meeting date for the next Budget and Control Board meeting.

ATTACHMENTS:




