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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING


June 17, 2008             10:00 A. M.
The Budget and Control Board (Board) met at 10:00 a.m. on Tuesday, June 17, 2008, in the Governor's conference room in the Wade Hampton Office Building, with the following members in attendance:

Governor Mark Sanford, Chairman;

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

Mr. Richard Eckstrom, Comptroller General; 

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

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


Also attending were Budget and Control Board Executive Director Frank Fusco, Chief of Staff William E. Gunn and Division Directors Peggy Boykin and Rich Roberson; General Counsel Edwin E. Evans; Governor’s Policy Advisor for Agriculture, Energy and Natural Resources Justin Evans; Deputy State Treasurer Frank Rainwater; Comptroller General’s Chief of Staff Nathan Kaminski, Jr.; Senate Finance Committee Budget Director Mike Shealy; Ways and Means Committee Chief of Staff Beverly Smith; Board Secretary Delbert H. Singleton, Jr., and other Budget and Control Board staff.  [Secretary’s Note:  The Board met immediately following a meeting of the Educational Facilities Authority for Private, Nonprofit Institutions of Higher Learning.]
Adoption of Agenda for Budget and Control Board
Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board adopted the Budget and Control Board agenda after amending the agenda to delete blue agenda items 11(a) and 11(c) concerning revenue bond issues and after adding blue agenda item #12 concerning the Department of Health and Human Services.
Minutes of Previous Meeting


Upon a motion by Mr. Cooper, seconded by Senator Leatherman, the Board approved the minutes of the May 13, 2008, Budget and Control Board meeting; acting as the Educational Facilities Authority for Private, Nonprofit Institutions of Higher Learning, approved the minutes of the May 13, 2008, Authority meeting; and, acting as the Tobacco Settlement Revenue Management Authority, approved the minutes of the May 13, 2008, Authority meeting.
Blue Agenda


Upon a motion by Mr. Cooper, seconded by Mr. Chellis, the Board approved blue agenda items, except as otherwise noted herein.  

State Treasurer’s Office:  Bond Counsel Selection (Blue Agenda Item #1)

The Board approved the following notification of the assignment of bond counsel for ratification of issuer’s counsel only for conduit issues and other revenue issues was requested:  

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

	Description 

of Issue
	Agency/Institution 

(Borrower)
	Borrower’s 

Counsel
	Issuer’s 

Counsel

	$30,000,000 SC JEDA
	Kershaw County Medical Center
	McNair Law Firm
	Howell & Linkous

	$15,000,000 SC JEDA
	Horsehead Corporation
	Nexsen Pruet
	Haynsworth Sinkler Boyd

	$10,000,000 SC JEDA
	Forsite Development Partners
	Haynsworth Sinkler Boyd
	Howell & Linkous


OTHER REVENUE ISSUES:

	Description of Issue
	Agency/Institution
	Approved Bond Counsel

	$20,000,000 USC Athletic Revenue
	University of South Carolina
	McNair Law Firm


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

State Treasurer:  Bond Counsel Selection (Blue Agenda Item #2)

For many years the Board followed a policy of rotation of law firms to serve as general obligation bond counsel to the State, its agencies, and institutions.  The current policy spans decades and appears to have it genesis as early as 1992.  The assignments made under the latest rotation were adopted by the Board in July 1998 and will terminate on June 30, 2008.  The State Treasurer’s Office believes that it is appropriate to consider the policy of rotation of these engagements concurrent with termination of the present assignments.

The Board was asked to authorize the State Treasurer to undertake a study of best practices for the selection and engagement of bond counsel; determine the scope of the study, including among others without limitation the assignment of counsel for general obligation, revenue and other securitized debt; determine best practices for bond counsel compensation; develop requests for qualifications or requests for proposals with emphasis on qualifications and value; solicit qualified firms for response to any requests for qualifications or requests for proposals; provide periodic reports to the Board for its consideration and a final report for its approval; and extend the current firm engaged under the present rotation for a transition period not to exceed one year.


The Board authorized the State Treasurer to undertake a study of best practices for the selection and engagement of bond counsel; determine the scope of the study, including among others without limitation the assignment of counsel for general obligation, revenue and other securitized debt; determine best practices for bond counsel compensation; develop requests for qualifications or requests for proposals with emphasis on qualifications and value; solicit qualified firms for response to any requests for qualifications or requests for proposals; provide periodic reports to the Board for its consideration and a final report for its approval; and extend the current firm engaged under the present rotation for a transition period not to exceed one year.
Information relating to this matter has been retained in these files and is identified as Exhibit 2.

General Services Division:  Easements (Blue Agenda Item #3)


The Board approved the following easements in accordance with the South Carolina Code of Laws as requested by the General Services Division:
	(a)
	County Location:
	Charleston

	
	From:
	Budget and Control Board

	
	To:
	Commissioners of Public Works of the City of Charleston

	
	Consideration:
	$700.00

	
	Description/Purpose:
	To grant a .222 acre easement for the installation, operation and maintenance of a 12” water main beneath the marshes of Folly Creek and the marshes of the Stono River.


	(b)
	County Location:
	Oconee

	
	From:
	Budget and Control Board

	
	To:
	Oconee Medical Center (also known as Oconee Memorial Hospital)

	
	Consideration:
	$570.00

	
	Description/Purpose:
	To grant a .007 acre easement for the installation and construction of a sanitary sewer system and the right to access the existing sewer line located on property occupied by the Department of Disabilities and Special Needs to serve the hospital’s hospice facility.



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

General Services Division:  Petition to Request Annexation of the South Carolina Fire Academy Campus to the City of Columbia (Blue Agenda Item #4)

The South Carolina Fire Academy is constructing a new Urban Search & Rescue building on its campus at 141 Monticello Trail in Columbia.  The property is adjacent to the Columbia city limits.  The Department of Labor, Licensing and Regulation’s Division of Fire and Life Safety needs the City of Columbia to provide water service to the site.  As a condition of providing this service, the City is requiring the Department to petition to annex the property into its corporate limits.  A public hearing was conducted by the City of Columbia on May 21, 2008, and there was no public opposition to the annexation.  Additionally, the district’s legislative representatives were contacted and have no opposition to the annexation.
The Board approved the petition to request annexation of the South Carolina Fire Academy campus to the City of Columbia.
Information relating to this matter has been retained in these files and is identified as Exhibit 4.

General Services Division:  Real Property Transactions (Blue Agenda #5)

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

	(a)
	Agency:
	Charleston Naval Complex Redevelopment Authority

	
	Acreage:
	15.954± acres in two tracts

	
	Location:
	Parcel III-9 consisting of 14.914± acres; 
Parcel IV-6 consisting of 1.04± acres

	
	County:
	Charleston

	
	Purpose:
	To transfer property to the South Carolina State Ports Authority 
in accordance with Act 356, Budget Proviso Codification Act of 2001-2002.

	
	Price/Transferred To:
	N/A / South Carolina State Ports Authority


	(b)
	Agency:
	Charleston Naval Complex Redevelopment Authority

	
	Acreage:
	.28± acre

	
	Location:
	Portion of Parcel III-9

	
	County:
	Charleston

	
	Purpose:
	To transfer property to the City of North Charleston in accordance with Act 356, Budget Proviso Codification Act of 2001-2002.

	
	Price/Transferred To:
	N/A / City of North Charleston



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

General Services Division:  The Citadel – Devise of Texas Real Property (Blue Item #6)
The Citadel is one of three beneficiaries of the estate of Dr. Edgar W. King, Jr. of San Antonio, Texas.  The other beneficiaries are Baylor College of Medicine of Houston and Boysville, Inc. of the San Antonio area.  Dr. King’s father, Col. Edgar William King, was a graduate of The Citadel.  The estate is approximately $7,500,000 of which the Citadel and Baylor are each to receive forty percent (40%) with the remaining twenty percent (20%) going to Boysville.  The large bulk of the estate was securities, but there were two parcels of real property appraised at $237,000 (103.2 acres) and $52,000 (14.8 acres).  Reportedly this real property had been in the King family since 1852.

After Dr. King died, Reverend Vivian Young Kinnear, the daughter of one of Dr. King’s cousins, engaged counsel and made a claim for this real property, alleging that Dr. King intended to amend his will to devise it to her, but failed to do so.  As proof of her claim, Rev. Kinnear produced a letter from Dr. King to her in which Dr. King wrote “When I get time I am going to add a Codicil to my Will leaving the West Point property to you when I die and maybe you can will it to Angela.”  The executor of Dr. King’s estate has searched diligently for a will or codicil reflecting this intent, but has been unable to locate one.  Thus, the will which was admitted to probate in Bexar County makes no mention of Dr. Kinnear.

Despite the absence of a more recent will or codicil, Rev. Kinnear has made repeated threats to contest the will.  According to Rev. Kinnear’s attorney, there is considerable evidence which would call for Dr. King’s testamentary capacity into question.  The Citadel is not interested in maintaining an undivided interest in real property in Texas.  Baylor University is similarly uninterested in doing so.  As a result, both are willing to forego their interest in that property.  Unfortunately, though, during the pendency of the estate, the executor issued distribution deeds to the beneficiaries.  Thus, The Citadel requested approval to convey its forty percent (40%) undivided interest in the property directly to Rev. Kinnear.  The executor is prepared to make a partial distribution of Dr. King’s Estate.  The Citadel will receive $2.8 million initially and when Dr. King’s estate is closed, the school will receive an additional sum of approximately $200,000.

The Citadel respectfully requested that the Board approve its conveyance of an undivided forty percent (40%) interest in two pieces of real property in Texas to Rev. Kinnear.  In exchange, The Citadel will avoid lengthy and expensive probate litigation which could result in the loss of a $3 million devise to the school.  Although, by conveying the real property, The Citadel is foregoing a claim to approximately $120,000, The Citadel feels that the risks and expenses of attempting to collect this sum make any further effort to collect it unreasonable.


The Board authorized The Citadel to convey its interest in two parcels of real property located in Texas which was inadvertently received as a distribution of the Estate of Edgar W. King, Jr.

Information relating to this matter has been retained in these files and is identified as Exhibit 6.
Local Government:  Grant Requests (Blue Item #7)

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

a.
Grantee:


City of York

Grant Request:

$94,000
Purpose/Description:
Replacement of a 40 year old sewer lift station to service Pinckney Street, Green Street, Center Street and  a portion of US 321 Bypass.

Project Impact:
Completion of the project will consolidate 2 existing lift stations into a single, more efficient facility.

            Cost of Project:

$172,520
OLG Recommendation:
$94,000 toward eligible construction costs.  Local funds will provide the balance necessary to complete the project.

b.
Grantee:


Town of Coward

Grant Request:

$160,000
Purpose/Description:
Construction of approximately 1200 LF of sewer mains and appurtenances along US Highway 52 and Friendfield Road.

Project Impact:
Completion of the project will provide required access to public sewer service necessary for the location of a truck stop and serve three existing businesses currently served by failing septic tanks. 

            Cost of Project:

$198,610
OLG Recommendation:
$160,000 toward eligible construction costs.  Local funds will provide the balance necessary to complete the project.

The Board approved the following grant requests as recommended by the Office of Local Government:  City of York, $94,000 toward eligible construction costs and Town of Coward, $160,000 toward eligible construction costs.


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

Procurement Services Division:  Procurement Audits (Blue Agenda Item #8)


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


The Citadel (for a period of three years):  goods and services, $250,000* per commitment; consultant services, $250,000* per commitment; information technology, $100,000* per commitment; construction contract award, $100,000; construction contract change order, $100,000 per commitment; architect/engineer contract amendment, $15,000 per amendment.

Department of Health and Environmental Control (for a period of three years):  annual term contract for drugs, biological for human use; contraceptives, biochemicals and biochemical research, $7,500,000 maximum of all contracts combined; annual term contracts for hospital sundries and germicides, $1,000,000 maximum of all contracts combined; all other goods and services, $2,000,000* per commitment; information technology, $225,000* per commitment; consultant services, $250,000* per commitment.


Senator Leatherman asked whether The Citadel and DHEC were requesting a larger procurement authorization and, if so, how much of an increase in the authorization.  Voight Shealy, the State’s Materials Management Officer, stated that The Citadel did not request an increase and that DHEC requested a rather substantial increase.  He noted that in the category of drugs and biologicals for human use DHEC requested an increase from $5 million to $7.5 million although DHEC had requested an increase to $10 million.  He also noted that DHEC was requesting an increase in the goods and services category from $1 million to $2 million.  Mr. Shealy stated that DHEC has a professional procurement staff that can handle the increase.  He noted that DHEC has as many procurement personnel as he has on his staff.


Senator Leatherman asked whether an audit is done on Clemson’s procurement authorization.  Mr. Shealy responded that Clemson is audited every three years.  


In accordance with Code Section 11-35-1210 and upon the request of the State Law Enforcement Division, the Procurement Services Division recommended an increase in certification for the following limits for a period of three years:

State Law Enforcement Division (for a period of three years):  goods and services, $100,000* per commitment; consultant services, $100,000* per commitment; information technology, $100,000* per commitment.
*   Total potential purchase commitment whether single year or multi-term contracts.
The Board, in accord with Section 11-35-1210, granted the following procurement certifications within the parameters described in the audit reports for the following limits (total potential purchase commitment whether single-or multi- year contracts are used) for the following agencies:

The Citadel (for a period of three years):  goods and services, $250,000* per commitment; consultant services, $250,000* per commitment; information technology, $100,000* per commitment; construction contract award, $100,000; construction contract change order, $100,000 per commitment; architect/engineer contract amendment, $15,000 per amendment.

Department of Health and Environmental Control (for a period of three years):  annual term contract for drugs, biological for human use; contraceptives, biochemicals and biochemical research, $7,500,000 maximum of all contracts combined; annual term contracts for hospital sundried and germicides, $1,000,000 maximum of all contracts combined; all other goods and services, $2,000,000* per commitment; information technology, $225,000* per commitment; consultant services, $250,000* per commitment.

In accordance with Code Section 11-35-1210 and upon the request of the State Law Enforcement Division, the Board granted an increase in certification for the following limits for a period of three years:

State Law Enforcement Division (for a period of three years):  goods and services, $100,000* per commitment; consultant services, $100,000* per commitment; information technology, $100,000* per commitment.


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

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

Division of Insurance and Grant Services:  Radioactive Waste Disposal Rates and Administrative Surcharge (Blue Agenda Item #9)

In accordance with Section 48-46-40(A)(6)(a), South Carolina Code of Laws, the Barnwell disposal facility is limited to acceptance of waste from the Atlantic Compact region beginning July 1, 2008.

Under Section 48-46-40(A), South Carolina Code of Laws, the Board shall approve rate schedules for disposal of radioactive waste at the Barnwell site each fiscal year.  For Fiscal Year 2009, the Division of Insurance and Grant Services proposed a schedule for disposal of waste from Atlantic Compact customers which was included with this item as Attachment A.  This rate schedule is intended to ensure that disposal revenues are adequate to cover all facility operating costs and obligations for Fiscal Year 2009.

Subsection 48-46-60(B), South Carolina Code of Laws (Attachment B to this item), requires that costs associated with executing responsibilities for radioactive waste disposal be reimbursed through imposition of a “surcharge per unit of waste received” at the Barnwell site.  The Board was asked to direct the disposal site operator to remit to the Board on a monthly basis funds equivalent to $35 per cubic foot of waste received for disposal, up to a maximum of $360,000.
Mr. Eckstrom asked what the change was from current rates on this proposal.  Bill Newberry with the State Energy Office stated that the disposal rates are similar to what they charged for a few years with the exception of last fiscal year.  He stated that the last fiscal year they charged the maximum uniform rates.  Mr. Eckstrom asked whether the proposal represented no change from last year.  Mr. Newberry responded that this year generators have an option to pay the maximum uniform rates or select Option B which has somewhat of a lower rate, but the generators have to commit to making up any shortfalls in operating costs.  

Senator Leatherman asked who approves the lower rate.  Mr. Newberry said that the lower rate is approved if the generators submit a firm volume projection and a copy of a contract with Chem-Nuclear affirming they will cover any shortfalls in operating costs.  He stated that the contracts will be reviewed with the Office of General Counsel.  Mr. Newberry stated that the lower rate is part of the rate schedule that is approved by the Board.  Senator Leatherman further asked whether the starting point was at a higher rate and automatically goes to the lower rate when appropriate information is provided.  Mr. Newberry replied that that was correct.  Mr. Eckstrom asked whether that was based on the generators’ commitment to a higher volume.  Mr. Newberry said that it is a specific volume and a commitment with the site operator to cover any shortfalls.  He stated that if there are operating shortfalls the law provides that the Extended Care Fund be tapped to make up the shortfall.  He said the purpose of this item is to avoid doing that.  Mr. Eckstrom further asked who benefits from the option.  Mr. Newberry said that it is to preclude the possibility of coming to the Board to ask for money from the Extended Care Fund to cover the shortfalls.  He stated that all of the six utilities are on board and will make those commitments.  Mr. Eckstrom commented that if the disposers are willing to take some risk they are really protecting the State against an operating deficit.  Mr. Newberry concurred and stated that they are getting a favorable disposal rate and because that rate exposes the State to some risk they are guaranteeing that the State will not have to use public funds to cover any shortfall.

Mr. Eckstrom further asked what the likelihood was that disposers would opt for the lower rate given the risk they have to assume.  Mr. Newberry stated that he thinks that all six nuclear facilities are on board at this stage.  


The Board approved the rate schedule for disposal of Atlantic Compact waste; and directed the disposal site operator to remit to the Board on a monthly basis during Fiscal Year 2009, $35 per cubic foot on waste received for disposal, up to a maximum of $360,000.

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

State Housing Finance and Development Authority:  Request for Renewal of Mortgage Prepayments Refunding Note (Blue Agenda #10)
Pursuant to SC Code of Laws Section 31-10-10 et seq., the State Housing Finance and Development Authority (the Authority)is empowered to issue bonds, notes and other obligations, the principal proceeds of which will be applied to providing sanitary and safe residential housing for persons and families of low income and moderate-to-low income at prices which such persons can afford and to refund certain prior bonds, notes and other obligations of the Authority.  On November 14, 2006, the Board adopted a resolution “approving a mortgage prepayment refunding note to be entered into by the Authority not to exceed the lesser of $21,000,000 or the amount of repaid and prepaid mortgage principal which is on deposit as of any debt service payment date for the Authority’s tax-exempt bonds and which, in the opinion of bond counsel, is eligible to be refunded by tax-exempt bonds pursuant to federal code.”

Under the terms of the Note, principal and interest are due and payable on June 30, 2008, unless the Authority, under the terms of the Note, renews the Note for an additional one year term such that the new maturity date will be June 30, 2009.  The Authority petitioned the Board to adopt a resolution approving a one year renewal of the $21,000,000 South Carolina State Housing Finance and Development Authority Mortgage Prepayment Refunding Note such that the new maturity date will be June 30, 2009.

Mr. Eckstrom asked what would happen if the refunding note was not renewed.  Bill Youngblood, bond counsel for the Authority, stated that the Authority would need to issue long term bonds to take it out if the note was not renewed.  Mr. Eckstrom asked why does the Authority not go ahead and issue long term bonds given the likely interest rate environment.  Mr. Youngblood said that there has been a fair bit of turmoil in the municipal bond market in recent months.  He stated that when this mortgage prepayment note was set up the original approval was built with the contemplation that it might be extended for one year.  He said that the mortgage prepayment note gives the Authority the chance to capture prepayments of principal on mortgage loans to the extent permitted by the tax code in order to free up cash to continue to make the mortgage loans and not have to request private activity volume cap.  He stated that the purpose of the mortgage prepayment refunding note is to take pressure off of the Board as it considers making value judgments.  Mr. Eckstrom stated that there has not been a lot of pressure on the Board in the last few years for volume cap.  He stated that given the likely movement in interest rates why does the Authority not go ahead and commit to rates that are probably at the lowest point they are going to be.  Mr. Youngblood said that it is a short term note with an extraordinarily low interest rate and it is an attempt to not have to seek volume cap.  He said that at the time the note was done it was critically important to try to do it that way.  Mr. Eckstrom said that at the time it made sense to do the note given the way interest rates were moving.  Mr. Youngblood said that it still makes sense to renew for the one year term.

Rick Harmon with the Treasurer’s Office commented that this refinancing represents volume cap that the Authority has already designated for the issuance of bonds to fund those loans.  He stated this note provides additional funding for those notes that were issue against the original authorization by freeing up the principal and recycling it for use again.  

In further discussion, Mr. Eckstrom stated that one thing to consider is the overall cost of the note to the State.  He said that the costs associated with a temporary issue like the one in question are unnecessary.  Mr. Harmon asked whether Mr. Eckstrom was talking about in terms of issuance cost or the cost of borrowing itself.  Mr. Eckstrom replied that there is a one year issuance period in which the costs will have to be amortized.  He said that the benefactors of the money are going to end up paying that cost.  He said that the cost of the program is being driven up by relying on temporary financing issues when the costs can be amortized over a much longer period of time with a long term issue as in item 11(d) of the next item.  He said the cost to benefactors, i.e. homeowners, of the program would be much lower.  Mr. Harmon said that issue will be limited by the amount of volume cap that the Board determines to apply to that issue.  He said that there is $20 million of volume cap that has already been assigned, is prepaid, and the cash available for re-lending which will go away.  He said there will be a trade off of whether the capacity is wanted.  He said that the heart of the matter is whether there is a desire to recycle the $20 million and make it available for additional mortgage funding.  Mr. Youngblood said there is a limited authorization in the federal tax code that permits this to be done.  

The Board adopted a resolution approving a one year renewal of the $21,000,000 South Carolina State Housing Finance and Development Authority Mortgage Prepayment Refunding Note such that the new maturity date will be June 30, 2009.

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

Executive Director:  Revenue Bonds (Blue Agenda Item #11)
The Board approved the following proposals to issue revenue bonds [items a. and c. were deleted from the agenda as noted herein]:

b.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
Not Exceeding $30,000,000 Hospital Facilities Revenue Bonds ($9,000,000 refunding involved)

Allocation Needed:
-0-

Name of Project:
Kershaw County Medical Center 

Employment Impact:
maintain existing employment for 800 employees and provide employment for 64 employees within 12 months, and an additional 4 employees within 24 months of completion

Project Description:
(1) acquisition, by construction or purchase, of certain land and improvements thereon, and certain additions thereto and machinery and equipment therefore, related to an approximately 43,000 square foot medical office building (MOB), (2) acquisition of certain land located adjacent to the MOB to be used for expansion purposes, (3) acquisition of certain land and existing improvements thereon to be used as an outpatient medical complex, and (4) acquisition, by construction or purchase, of such other capital improvements and renovation to and equipping of existing facilities of the Medical Center.

Note:
private sale for public reoffering thereafter

Bond Counsel:
Michael J. Seezen, McNair Law Firm, P.A.
(Exhibit 11)
d.
Issuing Authority:
State Housing Finance and Development Authority

Amount of Issue:
Not Exceeding $85,000,000 Mortgage Revenue Bonds

Allocation Needed:
-0-

Name of Project:
Mortgage Revenue bonds

Employment Impact:
n/a

Project Description:
mortgage revenue bonds

Bond Counsel:
Rion D. Foley, McNair Law Firm, P.A.
(Exhibit 12)

Department of Health and Human Services:  Medicaid Reserve Fund (Blue Agenda Item #12)

Proviso 21.1 in the 2008-2009 State Appropriations Act abolishes the existing Department of Health and Human Services (DHHS) Recoupment/Restricted Fund and replaces it with a new Medicaid Reserve Fund.  The Medicaid Reserve Fund will be made up of funds recouped from Medicaid providers and recipients due to overpayments resulting from administrative errors, fraud or abuse.  The proviso authorizes DHHS to use the fund for Medicaid audit disallowances or operating deficits and requires that withdrawals from the fund must be approved by the Board. 


In actual practice the current Recoupment/Restricted Fund, which the Medicaid Reserve Fund replaces, is primarily used to pay back the Federal share of an average of 43 relatively small provider and ineligible recipient overpayments and disallowances per month for FY 2008. The average provider repayment for FY 2008 is $3,466 and the average recipient repayment is $1,017.  There were no repayments for which the Federal repayment amount was $1,000,000 or more. These overpayments and disallowances are identified through DHHS internal audits, program integrity audits, state audits, Federal audits and investigations by the Medicaid Fraud Control Unit within the Attorney General’s Office. Larger audit disallowances occur much less frequently. 


The Centers for Medicare and Medicaid Services (CMS) requires that DHHS refund the federal share of all such disallowances within sixty days of when they are identified, regardless of whether DHHS has been able to recoup the funds from the provider or recipient within that time.  If DHHS does not repay the funds to CMS within sixty days, CMS can deduct the amounts from future Federal awards to South Carolina.  


DHHS is concerned that there could be a timing problem between obtaining Budget and Control Board approval and complying with the sixty day Federal deadline to make refunds back to CMS.  Therefore, DHHS requests that the Budget and Control Board delegate authority to the Office of State Budget to approve withdrawals of less than $1,000,000 from the Medicaid Reserve Fund.  DHHS shall submit a monthly report to the Board of all withdrawals from the Fund.  This would provide the accountability required by the proviso without adversely affecting compliance with Federal regulations and established financial procedures at DHHS.

The Board Considered and approved the Department of Health and Human Services’ request that the Board delegate authority to the Office of State Budget to give prior approval of withdrawals of less than $1,000,000 from the Medicaid Reserve Fund and directed DHHS to submit a monthly report to the Board of all withdrawals from the Fund.  Withdrawals of $1,000,000 and over must have prior approval by the Board in accordance with Proviso 21.1.


Information relating to this matter has been retained in these files and is identified as Exhibit 13.

Retirement Division:  System Valuations as of July 1, 2007, SCRS Experience Study (R#1)
The laws governing the operation of the South Carolina Retirement Systems provide that actuarial valuations of the assets and liabilities of the Systems shall be made annually. 

Each year a valuation is conducted on the five defined benefit plans administered by the Retirement Division.  Based on the results of the July 1, 2007 valuations, the consulting actuaries determined that the valuations appropriately reflect the Systems’ long term obligations and the current schedules of contributions are sufficient to fund the liabilities of the Systems over a reasonable time frame, and based on these criteria, the Systems may be deemed actuarially sound. 

In addition, South Carolina Code, Section 9-1-250 requires that an experience study be conducted for the South Carolina Retirement System (SCRS) at least once in each five-year period.  The experience study analyzes actual economic and demographic trends of the System as compared to current assumptions and based on the results of the study, Milliman, Inc, consulting actuary for the Retirement Systems, provided recommended adjustments to the assumptions.  

Assets of the five individual Retirement Systems are consolidated and pooled together for investment purposes.  Therefore, the recommended assumption changes specifically related to investments (rate of return and asset smoothing assumptions) apply universally to the Systems:  SCRS, PORS, GARS, JSRS and NGRS.

Governor Sanford stated that valuation presumes that the assumed rate of return is taken up to 8% so that a COLA can be paid for.  He commented that there are a lot of people saying that that is not a wise thing to do based upon present term financial markets and long term projected rates of inflation.  Ms. Boykin commented that Senate Finance and the COLA task force heard testimony from the actuaries and the chief investment officer for the Retirement Systems Investment Commission (Investment Commission) and that with the adoption of the constitutional referendum South Carolina is for the first time in history able to invest its portfolio similar to other states.  She stated that the asset allocation that has been adopted by the Investment Commission projects an expected rate of return that is in the range that is being proposed in the experience study.  Governor Sanford asked on what basis to which Ms. Boykin replied based on the asset allocation that is adopted by the Investment Commission.  


Governor Sanford pointed out that Georgia and North Carolina have lower assumptions in terms of their projected rates of return.  Ms. Boykin stated that Georgia has a 7.5% assumed rate of return, they are 96% funded, and they have a 3% guaranteed COLA and are not allowed to invest in real estates or private equity.  She also stated that Georgia has a 60% cap on their equity investments.  She stated that Georgia’s portfolio and asset allocations are going to look very different from South Carolina’s portfolio.  Governor Sanford asked at what percentage South Carolina is funded to which Ms. Boykin said South Carolina is 70% funded.  Governor Sanford commented that the State has a lot more room to make up than Georgia in order meet the State’s obligations.  Ms. Boykin responded that in the long term that is correct.  


Governor Sanford asked whether one would want to be conservative with the assumptions since South Carolina is in a deeper hole than Georgia.  Ms. Boykin stated that the assumption is based on the asset allocation and the way that the portfolio is invested.  She said that Georgia does not have the flexibility that South Carolina currently has given the passage of the constitutional amendment.  Governor Sanford stated that Georgia, not having the flexibility to invest in real estate, has probably been a good thing for them because their returns are not subject to the downfalls that South Carolina’s system might experience based on what is happening in the real estate market.  Ms. Boykin stated that the asset allocation that has been adopted by the Investment Commission where assets are currently invested, an 8% rate of return is reasonable based upon the work the actuary and the Investment Commission have done.  Governor Sanford said that it is still a higher projection than North Carolina or Georgia or the southeastern states and national average.  Ms. Boykin said that the national average is 8%.  Governor Sanford said that the numbers that he has reflect that South Carolina is 11% higher than the national median for public funds and asked whether that was true.  Ms. Boykin stated that was not correct and that 8% is the average for public pension funds across the nation.  Governor Sanford said that different states can use different rates of inflation assumption within the overall nominal return so that the real return the State is projecting is 11% higher than the median of all states.  Mr. Eckstrom commented that Governor Sanford is looking at rate of return and that Ms. Boykin is looking at total return.  Ms. Boykin further stated that to separate the subcomponents of a return one has to look at all of those.  Governor Sanford stated that is why one would come up with numbers that show on a real basis what the real return is.  He said that if one looks at the real return the State’s assumption is 11% higher than the national median for public funds, 33% higher than Georgia’s retirement system, and 43% higher than North Carolina’s retirement system.  Ms. Boykin said that the actual returns the State gets on the assets that are invested is the total rate of return (minus inflation as was stated by Mr. Eckstrom) not just the nominal rate of return.  She stated that last year the State’s portfolio generated a 13.3% rate of return.  She said that is a total of 13.3% and is not broken out to say “this is the amount that came from the nominal rate of return and this is the amount that came from inflation.”  She said those subcomponents are included in the actuarial assumptions, but that the plan is looked at and valued on the total rate of return that is achieved by the portfolio.  


Governor Sanford further commented that the numbers he has from the Investment Commission shows that last year’s return is 1.3%.  Ms. Boykin said that all of the valuations are prepared on a fiscal year basis and that for June 30, 2007, the rate of return was 13.3%.  Governor Sanford asked whether the numbers that the Retirement System has are incorrect.  Ms. Boykin said that the numbers are correct and that Governor Sanford was looking at an interim financial statement throughout the year.  She said that if he looks at the current fiscal year ending on June 30, 2008, the portfolio through April 2008 shows the rate of return around 2.5%.  She said the rate of return for this fiscal year is lower than what the assumed rate is, just as it was significantly higher than the assumed rate of return last fiscal year.  Mr. Eckstrom stated that the real rate of return for the current year is negative.  Ms. Boykin said that one has to look at the rate of return as 2.5% as opposed to breaking it apart.  

Mr. Eckstrom further asked how the fiscal year may finish.  Ms. Boykin stated that this fiscal year the system would recognize 20% of stored gains and 20% of whatever losses occur this year.  She said there is a proposal to change the smoothing period from five years to ten years.  She said that the asset classes that the State is currently investing in (real estate and private equities) have longer life cycles than the five year smoothing that is currently used.  She said that the ten years is more indicative of those.  Mr. Eckstrom asked why would the State follow the characteristics of that narrow a slice of the portfolio since real estate and private equities are in single digits and 90% of the portfolio is in all the other classes.  

Bob Borden, Chief Investment Officer with the Investment Commission, also appeared before the Board on this matter.  Mr. Eckstrom asked what his best estimate was as to where the State would finish the year in regard to total return.  Mr. Borden stated that the State should end in a slight positive territory between the 0 and 2% range.  He stated the Investment Commission does not feel that it is their purview to recommend any changes to the policy assumptions, but the Investment Commission does believe it is incumbent upon them to share information with the Board so that it can make an educated decision.  

Mr. Borden provided exhibits to the Board that had been provided to the Senate Finance Committee and briefed the Board on that information.  He stated that exhibit 1 showed that the expected return in the next five to seven years is around 8.75%.  He said the pro forma number is the forecast risk which is expressed in terms of standard deviation of return and that is 10.69%.  

Mr. Borden said that exhibit 2 shows the probability of the current asset allocation achieving any of the target returns.  He stated that looking at the current 7.25% assumption the Investment Commission believes that there is a 61.8% chance of achieving that target.  He said that the number that stands out on the chart to him is that over a 30-year period there is still only a 97% chance that 0% could be earned.  

After further discussion, Governor Sanford stated that his concern in raising the rates in order to increase the payout is that nothing has been done to address the underlying liability that is very significant in the State.  He said that South Carolina is not as well funded as other states around it.  He said that the State still has about $10 billion in unrecognized liability and no way to pay for it at present.  He asked whether it would be better to allocate that money to paying down this very large debt that is owed by everyone in the room.  John Garrett, with Milliman, stated that the number is called an unfunded actuarial liability because the unfunded nature of it is that it is not currently covered by assets.  He said that there is currently 4.94% of payroll scheduled over the next 29 years to pay down the $10.2 billion unfunded liability.  He said that there is a complete source of funding to pay down the unfunded liability.  He further stated that the reason it is called unfunded liability in actuarial jargon is because there are not currently assets to in the trust that covers the liability, but there is a source of funding to pay for that over the next 29 years.  Mr. Borden commented that is analogous to the mortgage that cannot be paid off today but can be paid in 30 years if enough payments are made.  

Mr. Eckstrom commented that there is a difference because after paying on one’s mortgage for so many years the balance decreases whereas the State’s unfunded liability has consistently grown.  He said that the same rationale is given year after year that there is a component built into the contribution rate that will amortize the unfunded liability over a number of years and it will be eliminated.  He said that leaves them scratching their heads over the numbers when the next year the same pledge is made and the last year they saw payments going toward paying down the unfunded liability get bigger.  Ms. Boykin commented that that is what this proposal is intended to address.  She said that if one looks back over the last 10 years ad hoc COLAs have been granted each year which increased that liability without funding to pay for it.  She stated that the bill that was passed by the Legislature would prohibit that being done in the future.  She said that it does fund a 2% guaranteed COLA upfront with the changes in the investment structure and that there is also criteria in the statute that the Board could not grant an ad hoc COLA and increase employer contributions to pay for it.  She said that an ad hoc COLA could not be granted if the amortization period is not at or below 25 years.  She said it could not be granted unless the funded ratio has improved and amortization period has declined.  Governor Sanford commented that a fatal flaw is that if the 8% is not made in the 60% chance of doing so then the tax payers or the retirees are on the hook long term.  Ms. Boykin stated that there is a 60% chance of meeting the target in any given year not over the 30-year period.  She said the pension plan is funded over a long period of time and not on a year by year basis where the volatility is passed along to the taxpayer.  

Governor Sanford stated that one cannot escape the fact that South Carolina’s expectations are 11% higher than the national median for public funds, 33% higher than Georgia, and 43% higher than North Carolina and that is the catch.  He said that he would agree with all of this if there was not the catch of not hitting the number means either the taxpayer is out of luck or the retirees are out of luck.  He said that Mr. Eckstrom is correct when he says that the State has been down this road before in having a plan to take care of the situation and in every instance the liability continues to grow larger.  Mr. Eckstrom stated that he was agreeing with Governor Sanford on that point, but that he does not agree with him that this is a bad proposal.  He said that the point Ms. Boykin made that will carry the day in his mind is that there are safeguards built in to the act that will assure the unfunded liability will decrease year after year.  

Governor Sanford pointed out a letter from investor Warren Buffet to his shareholders concerning his opinions with regard to pension management projections of 8% returns indicating that public pension funding is woefully inadequate.  Governor Sanford asked whether anyone was thinking that the State could out perform Mr. Buffet in terms of investment return.  Mr. Eckstrom stated that Mr. Buffet makes a very good point, but one factor that Mr. Buffet did not consider is that South Carolina’s pension plan has an ad hoc COLA provision.  Mr. Eckstrom said that he does not think the average elected official has the fortitude to stand up this.  He said because of that there really is a guaranteed CPI measured COLA limited to 4% which will be seen year after year.  He said that he stated at the first meeting of the task force that his view is that the task force would be successful if every member of the task force felt that they gained a little bit and lost a little bit.  He said there is going to have to be a lot of give and take.  He said that the retirees certainly lost in that they will see the 4% ceiling drop to 2%, but they will gain because their 1% guarantee goes up to 2%.  He also said that the State gains because it limits the ceiling to 2% and he said that ceiling will be hit.  Mr. Eckstrom further stated the ad hoc COLAs will be granted year in and year out so that the unfunded liability, considering the ad hoc COLA effect, would be significantly higher.  He said that by agreeing to the assumption change the Board is limiting the effect of COLAs on the plan.  Governor Sanford commented that if one looks at the report on state retirement systems 21 of the 125 state retirement systems, or only 16.8%, project 8% or better.  He said that every other public pension fund projects lower than 8%.  Mr. Eckstrom said that one does not know what the asset allocation is and one does not know whether there is an apples-to-apples comparison.  Governor Sanford said that what has to be looked at is what the State will earn.  Mr. Chellis stated that what Governor Sanford is missing is that there are 70 plans similar to South Carolina’s plan.  He said that when the task force looked at everything they looked at plans that were similar to South Carolina’s.  

Mr. Chellis further stated that unfortunately for the past 30 or 40 years the State has been making ad hoc COLAs which is the most expensive way to pay for any type of COLA.  He said that if you have a guaranteed COLA of 2% there are three things in place to drive down the unfunded liability and drive down the years of the unfunded liability.  Governor Sanford said that there is no more or less expensive COLA.  Mr. Chellis said that the people of South Carolina over the last four to five years made a conscientious effort to allow the Investment Commission to make asset allocations that could retrieve a higher rate of return.  He said that the State was at the point to use the 7.25% several years ago, but the State is now at the point because of diversification so the State can go to 8%.  He said that roughly 65% of the 70 plans that are similar to the State’s plan are 8% or higher.  He said that the three things in place which stabilize the system are the things for which they are not going to come back for additional COLAs unless the unfunded liability is driven down.  

In further discussion, Governor Sanford stated that he wanted to officially register his concern that it is a mistake to raise the assumed rate of return to 8%.  He said that if predictions (from Harry Dent) hold true the country is headed for an incredible down turn and if that happens the retirees are going to be hurt because there are no real assets in the bank and the taxpayers of South Carolina will be hurt based on a lofty assumption when measured against other states and the national average.  Mr. Eckstrom said it would not matter if the rate is 8% or 7.25% if there is that sort of cataclysmic down turn.  Governor Sanford stated that it would lessen the damage.  He said that raising the rate of return to increase the payout is a dangerous place to be.  Mr. Eckstrom stated that the payout was not being increased, but that it was being decreased.  Governor Sanford said that the obligated portion of the payout is being increased.  Mr. Eckstrom pointed out that Governor Sanford said earlier that politics cannot be removed from politics, but, recognizing that, what they are doing is reducing the payout and obligating the State to a lower payout.  Governor Sanford said that from a legal standpoint the payout is being increased.  Mr. Eckstrom said from a political standpoint the payout is being reduced.  

Upon a motion by Senator Leatherman, seconded by Mr. Chellis, the Board accepted the Retirement System valuations as information and adopted the actuarial assumption changes recommended in the experience study for SCRS, in addition to adopting the investment return and asset smoothing assumption changes for all five Systems.

After the vote on the matter, Governor Sanford stated that this is going to come back and hurt retirees and the taxpayers of South Carolina.


Information relating to this matter has been retained in these files and is identified as Exhibit 14.

Office of State Budget:  Notification of Potential Agency Deficit for Department of Corrections (Regular Session Item 2)
The South Carolina Department of Corrections has notified the Office of State Budget of a potential General Fund deficit for FY 2007-08.  At this time, the Department has estimated that deficit at $4,315,434.  

Proviso 63.11 of the FY 2007-08 Appropriation Act sets forth procedures for addressing potential agency General Fund deficits.  Upon recognizing the potential for a deficit the agency, in consultation with the Budget and Control Board, is directed to develop a plan to eliminate or reduce the potential deficit.  If the Board finds that the cause and likelihood of a deficit is unavoidable and beyond the agency’s control, the Board may recognize a deficit, and upon doing so, shall notify the General Assembly of its determination.

The Department of Corrections has recurring General Fund appropriations of $336,336,094 to support its primary mission.  Salaries and fringe benefits comprise approximately two-thirds of the Department’s overall expenditures.  Medical and energy costs are also major expenditure items.  The Department’s carry forward funds from the previous fiscal year declined from $8,081,177 for FY 2006-07 to $621,325 for FY 2007-08.  Activities that operate from other funds revenue include Prison Industries and Canteen, and other funds revenue for the current fiscal year is estimated at $61.5 million.  The Department has traditionally used surplus other funds revenue from these operations to support its primary mission.    

The Department projects medical costs for inmates will increase by about $5 million over last fiscal year.  Gas and heating fuel expenses are anticipated to increase by approximately $1 million.  In addition, the Department indicates the cost of food may increase by as much as $2 million.

The Department leaves FTEs vacant until such time that all expenses associated with the former employee's leaving (annual leave payout) have been paid from existing funds.  The Department is limiting travel.  In addition, although medical expenses are increasing at a rapid pace the Department's efforts to maximize Medicaid eligibility are helping to minimize the negative impact of these rising costs.       


Other funds revenue totaling $12.3 million is scheduled to be used to cover expenditure activities funded with State General Fund appropriations.  Despite the use of these funds and the agency’s efforts to contain costs the Department projects a deficit of $4,315,434 for the current fiscal year.  The Office of State Budget has been working with the Department to reduce the projected shortfall since early April.

Senator Leatherman asked Mr. Ozmint when did he come on board with SCDC to which Mr. Ozmint replied January 2003.  He asked Mr. Ozmint whether he felt his agency was being consistently under funded.  Mr. Ozmint said that SCDC was being consistently under-funded before he got there.  He said that when he started at SCDC the agency was looking at more than a $30 million deficit that was reduced to $29 million that year.  Senator Leatherman said that looking at SCDC’s appropriation for fiscal year 04-05 SCDC requested $13.2 million.  Mr. Ozmint said that he would have to look at their executive budget, but that they may have requested more than that.  Senator Leatherman said that is what SCDC requested at Ways and Means and that he did not know anything about SCDC’s executive budget.  Mr. Ozmint stated that for their executive budget they would have gotten what they requested.  Senator Leatherman further stated that SCDC requested $13.2 million that year but received a total of $28 million.  Senator Leatherman asked Mr. Ozmint why he requested such a low number when he new the agency needed more money.  Mr. Ozmint said that he would have to look to see if that was all they requested in recurring dollars.  He said one of those years they were talking within the administration about incentive pay for officers who work in maximum and medium security prisons and did not think there would be a will to do that that year.  He said when their budget went to the House (of Representatives) they found that there was a will to do the incentives.  He said that they went to the Governor and he allowed that to be added to their budget based on SCDC’s turnover rate and if the Senate would agree with what the House did.  He said their budget was increased by an amount directly related to officers who worked in a medium security prison receiving a 4% incentive for about the first two to three years of their career and an 8% incentive for those who worked in a maximum security prison.  Senator Leatherman said that he is not sure that Mr. Ozmint changed his budget request, but that the House and Senate saw that the agency needed more money and gave it to SCDC.  


Senator Leatherman further pointed out that in fiscal year 05-06 SCDC requested $28 million and was funded at $29.9 million.  He said in 06-07 SCDC requested $17 million and was given a total of $21 million.  Mr. Ozmint said that he would have to check, but that he does remember one year receiving more than he requested.  He said that the underlying premise is that the $336 million figure Senator Leatherman used earlier was not as much as SCDC was funded in 1999 which was 4000 inmates and 1700 staff ago.  He said that the bottom line is that going back to 1999 before the budget down turn started SCDC took a huge hit.  He said that they are coming back up slowly and he will concede that their executive budget request recognized that all of state government needed to recover slowly.  Governor Sanford said that was at his direction and that while every cabinet official is an advocate for their sphere of government and may want “x amount” but all that may be affordable based on the hole that the State is in is “y amount”.  He stated that the overall numbers are driven from the administration’s standpoint.


Senator Leatherman further commented that the first he heard of SCDC’s deficit was April 1, 2008.  He asked Mr. Ozmint whether he made anyone aware of the deficit before April 1.  Mr. Ozmint stated that at the conclusion of the budget cycle last year he caught some criticism after the House passed the budget.  He said initially they had a number from the Senate that was equal to the House, but at the end the Senate cut $4.5 million from their budget request as approved by the House.  He said at that time they made a statement that they were going to be very close to running a deficit this year because of the cut.  He said he caught some criticism for that so he did not say anything else about it.  He stated that their projections at the beginning of the year, with prices and fuel being what they were, they were at about $900,000 of running a deficit and that they made Senator Fair aware of that.  He said that at the mid-year point they were at about $300,000 of running a deficit.  Mr. Ozmint stated that the rising costs of fuel and food prices and with their employee vacancies being low all helped to further reduce their funds and that when he received the quarterly forecast on April 1 they knew they were going to have a deficit.


Senator Leatherman asked Mr. Ozmint whether on January 1 he knew they were going to have a deficit.  Mr. Ozmint stated that they knew they were going to be close.  Mr. Eckstrom commented that by January 1 Mr. Ozmint had every reason to believe that they were going to break even.  Governor Sanford said that what needs to be remembered about SCDC is that it is the forgotten step-child of many agencies because it does not have a political constituency.  He said the medical costs for SCDC are at record lows, staffing costs are among the three lowest in the country, and inmate transportation costs are recommended to other states as a national model.  He said that SCDC is operating from a standpoint with its budget with absolutely no room for error.  He said that the national average is to pay $62.22 per inmate within the system.  He said that South Carolina is the lowest in the nation at $45.02 and that the conference budget brought it down to $44.48.  He said that takes SCDC’s budget to below lowest in the nation and gives Mr. Ozmint absolutely no room for error.  He said that if SCDC is off a half a percent then it will be in deficit territory.  He said the bigger issue is from where an agency is playing.  He said it is important to understand that the State has a budget that presumes $8 million of deficit spending in SCDC which breaks the constitution.  Mr. Ozmint added that one of the conversations they have had with the Governor’s Office, as they prepared their executive budget every year, is the reality that they are living close to the vest.  He said that if they continue to draw down all of the emergency funds and discretionary money they have one bad outcome will mean that they will operate in red numbers for the rest of the year.  He said that in this year’s budget the administration asked for the beginning of an incremental process of bringing those areas like medical care costs, where it is known that money will be spent, incrementally up.  


Senator Leatherman noted that the State is at the end of the fiscal year and that Mr. Ozmint cannot cut the $4.3 million deficit and the Board will have to approve his request to operate with a deficit.  However, he said that he does not know what is going on at SCDC.  He said he correlates this to what was taking place at South Carolina State University (SCSU) where Mr. Eckstrom came up with a good proposal to look at SCSU and get their finances straight.  He said that this situation is very similar to that and that he has a proposal similar to what was done at SCSU to find out whether or not a good job is being done at SCDC.  He said that anytime a request for deficit spending is requested it makes him really wonder how the agency is being run.  Governor Sanford said that it is a joke that Mr. Ozmint is requesting a deficit because the bottom line is that the Legislature handed Mr. Ozmint a deficit to which Senator Leatherman replied that was Governor Sanford’s opinion.  Mr. Ozmint commented that SCDC is the lowest in the nation in operating costs and that he does not mind anyone coming and taking a look at their operations and help them find a way to reduce medical care costs.  He stated that SCDC’s problem is that they cannot get hospitals to treat inmates without sending them a bill.  Governor Sanford said that he wanted to be clear as to how SCDC got into the situation.  He said that they have nothing to hide.  Senator Leatherman stated that SCDC may have gotten in the situation because of the budget process or because of poor management.  Governor Sanford said that ultimately SCDC got short changed in the budget process.


Senator Leatherman said that he is going to move to recognize SCDC’s deficit.  He also stated that he would move to adopt his proposal to set up something similar to what was done at SCSU.  Mr. Eckstrom asked Mr. Ozmint whether his best estimate for the deficit was $4.3 million to which Mr. Ozmint replied that is still his best estimate.  Mr. Eckstrom also asked what the projection was for 2009.  Mr. Ozmint said it is hard to tell what fuel is going to do and that their projection is $12 - $14 million assuming inflation stays the way it is.  He said that the only way they can shave $12 - $14 million off their budget is to close prisons and lay off staff.  


Mr. Eckstrom asked Senator Leatherman whether he was suggesting that the Legislative Audit Council look at SCDC.  Senator Leatherman said that he is suggesting that they do exactly what was done at SCSU in the proposal before him.  Mr. Eckstrom asked whether Senator Leatherman was asking for his agency to look at SCDC.  Senator Leatherman said the proposal, in part, offers assistance from the State Auditor’s Office and asked that Mr. Eckstrom read the proposal since Mr. Eckstrom stated that he had not read it.  Governor Sanford said Mr. Ozmint and he welcomes a close look at anything being done at SCDC.  He stated that the math is real simple in that if the agency’s budget is the lowest in the nation and money is carved out of its budget because it is not a popular political constituency.  He said that SCDC is not being funded at a level that it needed to be funded.  


After further discussion, Mr. Eckstrom asked how much does SCDC pay the Board in interdepartmental charges every year.  Mr. Ozmint said that next year SCDC will pay over $3 million and this year SCDC will owe the Board $800,000 on a $3 million bill.  Mr. Eckstrom said he moved to amend Senator Leatherman’s motion to include a provision that SCDC’s payments to the Board be suspended while SCDC is in the deficit situation and if at the end of 2009 SCDC has adequate funding make the payment to the Board.  Mr. Ozmint said that they would commit to using any carryover funds for that purpose.  Senator Leatherman asked how many other agencies would the Board allow to do the same type thing.  Mr. Eckstrom said to his knowledge there are no other agencies that have come before the Board in a deficit situation.  Senator Leatherman said that is the concern that he has.  Mr. Eckstrom said that he is not saying to suspend the liability, but suspend the payments and let SCDC record an interdepartmental payable and the Board would have an interdepartmental receivable.  Mr. Chellis commented that the expense is still there and the liability still exists and that does not get SCDC out of a deficit from a cash basis.  Mr. Eckstrom said that the expense is not recorded.  Mr. Chellis said that there are the accounts payable in 60 days.  He asked whether anything would be gained by doing what Mr. Eckstrom is asking.  He said that he understands what Mr. Eckstrom is trying to do but he does not know that that is solving the problem of making sure SCDC’s expenses are right.  He said that Governor Sanford and Mr. Ozmint have said that they are open to look at the situation.  


Governor Sanford said that raises the larger question of cash in the immediate time.  He said that they proposed during the budget cycle to wipe out competitive grants and allocate it to deficits, but the idea did not go anywhere.  He said that Mr. Eckstrom is proposing that the $300 million in carry-forward funds that the Board has to be used to absorb the deficit.  Mr. Fusco stated that the larger carry forwards are in accounts like the Insurance Reserve Fund.  Mr. Fusco said that the main charges that SCDC has would be something like technology services.  He asked Mr. Eckstrom whether he was talking about doing this for the current year or next year.  Mr. Eckstrom stated that he was talking about next year.  Senator Leatherman said that he understands what Mr. Eckstrom is trying to do, but suggested that they let the group of people in his proposal look at SCDC’s deficit situation and come back to the Board with recommendations.  Mr. Eckstrom said that if the group decides that there are changes that could be made in the operation of SCDC then there is no deficit and the amendment to Senator Leatherman’s motion will have no effect.  He further stated that if the group says there is no way to avoid the deficit then the Board has shown its support for the funding dilemma that SCDC finds itself in.  Senator Leatherman said that he is not one of those who believes there is a funding dilemma.  He said if the State Auditor says there is no funding dilemma then the amendment to his motion would be unnecessary and would not be triggered.  He said the amendment would only be triggered if there is a deficit that cannot be avoided.  He said Senator Leatherman’s motion assures the Board whether the deficit is real or not.  


Mr. Chellis asked has this been done in the past and will this set a precedent if next year other agencies have deficit requests.  He said setting a precedent may end up putting them in a hole they do not want to be in.  He said that Governor Sanford has said not to raid trust funds and this might be considered raiding portions of trust funds.  Governor Sanford said that to run a deficit is to raid trust funds and that it is just a question of from where the cash will be pulled.  Mr. Chellis said that there is a process to go through to get to that so called raid and he would prefer to let the system work and keep Mr. Eckstrom’s idea on the table and come back to it.  Governor Sanford said that if the Board is going to operate on precedent it was Mr. Eckstrom’s office that did the study at SCSU and staying consistent with that have Mr. Eckstrom’s office do the study.  Mr. Chellis said that he would like to see that.  Mr. Eckstrom asked whether that meant to have his office work with SCDC to which Governor Sanford said that was correct.  Senator Leatherman said that he would amend his motion on the proposal to include the Comptroller General’s Office.  He asked Mr. Eckstrom whether he would be willing to hold his motion on the amendment to allow the system to work to which Mr. Eckstrom replied that he was willing to do so.  


Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board pursuant to Proviso 63.11 of the FY 2007-08 Appropriation Act, determined that the operating deficit incurred by the Department of Corrections is unavoidable and recognized the operating deficit not to exceed $4,315,434; directed the Office of State Budget to continue to work with the Department of Corrections to reduce the deficit; and for the Fiscal Year beginning July 1, 2008, adopted the following requirements that will apply to the Department of Corrections:

Requirement #1 - The Department of Corrections will report to the Budget Office monthly on every major expenditure category compared to their budget along with any unusual variances that may indicate monthly overspending.  This report will be sent to the offices of each Board member.

Requirement #2 - The Department of Corrections will be included on the Board’s agenda to report progress in limiting expenditures to budget at each Board meeting following Fiscal Quarters 1, 2 and 3 (after September 30th, after December 31st and after March 31st).

Requirement #3 - The Board will offer or solicit the assistance of the following entities to consult with the Department of Corrections to keep expenditures within budgeted amounts.

a. The Board will offer the assistance of the State Auditor’s Office to establish stronger accounting controls to insure that expenditures do not exceed budget.

b. The Board will offer the assistance of the Office of Human Resources to determine the feasibility of deferral or elimination of scheduled 4% pay increases for newly hired correctional officers at 6 months tenure and 12 months tenure.

c. The Board will offer the assistance of the State Energy Office to develop energy cost saving recommendations.

d. The Board will offer the assistance of State Fleet Management to develop transportation cost savings, particularly related to fuel.

e. The Board will request of the Governor the assistance of the Department of Health and Human Services to develop medical cost savings.

f. The Board will request of President Barker the assistance of Clemson Public Service Activities in enhancing the yields of any of the Department’s internally produced sources of inmate food.

In addition, the Board approved an amendment to add the Comptroller General’s Office to the list of entities that would be available to assist the Department of Corrections

Information relating to this matter has been retained in these files and is identified as Exhibit 15.

General Services Division:  Department of Health and Human Services (Regular #3)

The Department of Health and Human Services (HHS) requested approval to continue leasing from AMOMMARC I, LLC and AAC Columbia Limited Partnership (Landlord), 145,831 square feet in the basement, mezzanine and “arcade” areas and all 14 floors of the Jefferson Square building located at 1801 Main Street in Columbia.  The leased space will house all administrative offices of HHS.  HHS’ current lease at the location expires June 30, 2008.  As a result of negotiations, HHS will save at least $652,000 in the first year of the new lease compared with the current lease with Landlord.  


The lease term will be five years commencing on July 1, 2008.  Rent will be $182,288.75 per month or $2,187,465.00 per year ($15.00 per square foot annually) for the first year of the lease.  Thereafter, rent increases by $0.25 per square foot annually.  Comparables of similar state agency office space leased in the Columbia area are as follows:
	Lease Date
	Agency/Location
	 Rate 

	03/06
	Lottery Commission

1333 Main Street
	$ 15.00

	01/02
	Worker’s Compensation Commission 

1612 Marion Street
	$ 16.25

	10/07
	Commission on Indigent Defense 

1330 Lady Street
	$ 16.50



HHS will continue to lease parking spaces for its employees in the parking garage located adjacent to the leased building.  The rate under the new lease for parking will be $188,573.88 annually for the use of 464 parking spaces.  HHS will recoup up to $55,680 of this cost from its employees.  Landlord will provide up to $364,577.50 in renovations over the term of the lease.  HHS is not responsible for any additional costs above the rent and parking fees to be paid.  No option to purchase the property is included in the lease. 


Operating cost increases are capped at five percent per year, beginning with the first year of the lease.  Assuming operating expenses increase at five percent per year, the maximum rent over the term of the lease is as follows:

	Year
	Date
	Base
	Operating
	Rate/SF
	Rent
	Rent & Parking

	1
	7/1/08
	7.42
	7.96
	15.38
	2,242,880.78
	2,431,454.66

	2
	7/1/09
	7.67
	8.36
	16.03
	2,337,670.93
	2,526,244.81

	3
	7/1/10
	7.92
	8.78
	16.70
	2,435,377.70
	2,623,951.58

	4
	7/1/11
	8.17
	9.21
	17.38
	2,534,542.78
	2,723,116.66

	5
	7/1/12
	8.42
	9.67
	18.09
	2,638,082.79
	2,826,656.67

	
	Total
	
	
	
	$12,188,554.98
	$13,131,424.38

	
	Average
	
	
	$16.72
	$2,437,711.00
	$2,626,284.88



HHS has adequate funds for the lease according to a Budget Approval Form submitted April 23, 2008, which also includes a multi-year plan.  Lease payments will be made from state appropriations; federal funding from the US Department of Health and Human Services; and funds collected from overpayments, fraud and abuse, and third party liability used to offset administrative costs as authorized by legislative provisos. 


The space allocation of the new lease is 86,970 square feet for staff.  Space is allocated for 549 employees.  The remaining 58,861 square feet is to be utilized for storage, conference rooms, reception area, work areas, library, break room, computer server area and common areas.  The building was constructed in or around 1970.  
The lease was approved by Emma Forkner, Director of HHS and by Riprand Count Arco, Managing Member of AMOMMARC I, LLC and General Partner of AAC Columbia Limited Partnership.  JBRC approved the lease at its June 4, 2008 meeting.
Upon a motion by Mr. Eckstrom, seconded by Senator Leatherman, the Board approved the proposed five year lease for the Department of Health and Human Services at 1801 Main Street in Columbia.  Mr. Eckstrom and Senator Leatherman commented the agency for making the savings.
Information relating to this matter has been retained in these files and is identified as Exhibit 16.

General Services Division:  Public Service Commission Lease (Regular Session Item #4)

The Public Service Commission (PSC) requested approval to continue leasing from Hub Properties Trust (Landlord), space on the first floor of the Saluda Building at Synergy Business Park located at 101 Executive Center Drive in Columbia.  PSC requests to lease 18,041 square feet from Landlord, which is a reduction from the 18,559 square feet it is currently leasing.  This space accommodates all of the needs of PSC.  PSC’s current lease at the location expires August 31, 2008.  


The lease term will be seven years commencing on September 1, 2008.  Rent will be $19,920.27 per month or $239,043.25 per year ($13.25 per square foot annually) for the first year of the lease.  Thereafter, rent increases by 3.5% per square foot annually.  Comparables of similar state agency office space leased in the Columbia area are as follows:
	Lease Date
	Agency/Location
	 Rate 

	10/05
	SC School for the Deaf and Blind 

101 Executive Center Drive, Ste. 120
	$ 12.73

	07/07
	Department of Juvenile Justice

100 Executive Center Dr., Ste. 210
	$ 14.00

	7/07
	SC Medical Malpractice Patients’ Compensation Fund

121 Executive Center Dr., Ste. 110
	$ 14.50



Parking is included with the lease.  Landlord will make renovations to the leased space costing $78,213 to facilitate downsizing and improving the space.  PSC is not responsible for any additional costs above the rent.  No option to purchase the property is included in the lease.  


Operating cost increases are capped at five percent per year, beginning with the second year of the lease.  Assuming operating expenses increase at five percent per year, the maximum rent over the term of the lease is as follows:

	Year
	Date
	Base
	Operating
	Rate/SF
	Rent

	1
	9/1/08
	7.83
	5.42
	13.25
	239,043.25

	2
	9/1/09
	8.29
	5.69
	13.98
	252,213.18

	3
	9/1/10
	8.77
	5.98
	14.75
	266,104.75

	4
	9/1/11
	9.27
	6.27
	15.54
	280,357.14

	5
	9/1/12
	9.78
	6.59
	16.37
	295,331.17

	6
	9/1/13
	10.32
	6.92
	17.24
	311,026.84

	7
	9/1/14
	10.87
	7.26
	18.13
	327,083.33

	
	Total
	
	
	
	$1,971,159.66

	
	Average
	
	
	$15.61
	$281,594.24



PSC has adequate funds for the lease according to a Budget Approval Form submitted April 10, 2008, which also includes a multi-year plan.  PSC is an “other-funded” agency and lease payments will be made from assessments charged to the utility companies it regulates. 


The space allocation of the new lease is 6,180 square feet for staff.  Space is allocated for 38 employees.  The remaining 11,861 square feet is to be utilized for storage, filing cabinets, hearing rooms, conference rooms, reception area, work areas, library, break room, computer server area and common areas.  The building was constructed between 1982 and 1989.  


The lease was approved by Commissioner G. O’Neal Hamilton, Chairman of PSC and by Jennifer B. Clark, Senior Vice President of Hub Properties Trust.  JBRC approved the lease at its June 4, 2008 meeting.

Upon a motion by Mr. Eckstrom, seconded by Mr. Chellis, the Board approved the proposed seven year lease for the Public Service Commission at 101 Executive Center Drive in Columbia.
Information relating to this matter has been retained in these files and is identified as Exhibit 17.

General Services Division:  South Carolina National Guard Lease (Regular Session #5)
The South Carolina Army National Guard (SCARNG) requested approval to lease from Marshall Carithers (Landlord), 8.32 acres with a building containing 61,500 square feet at 2737 West Fifth North Street, Summerville, Dorchester County.  This facility is needed to house two new force structure units, the 1223rd Engineer Company and the 1118th Forward Support Company, because there is no adequate space for these units in the Summerville area. 

The lease term will be seven years commencing on October 1, 2008.  Rent will be $61,500 per month or $738,000 per year ($12 per square foot) for all seven years of the lease.  Landlord is responsible for water, sewer, electricity and natural gas to the premises up to a maximum of $76,000 per year. All costs for those services exceeding that amount are the responsibility of SCARNG. However, based on historical costs, it is not anticipated that operating costs will exceed the amounts the Landlord has agreed to pay toward operating costs during the seven year term of this lease. The total rent due over the seven year term is $5,166,000. 


Comparables of similar state agency multi-use space leased are as follows:

	Lease Date
	Agency/Location
	 Rate 

	06/07
	Adjutant General’s Office: National Guard Facility, Anderson, SC 
	$ 10.75

	07/03
	Health and Environmental Control, 32,346 SF, N. Charleston, SC
	$ 14.66

	08/04
	Vocational Rehabilitation, 20,607 SF, N. Charleston, SC
	$ 13.48


Parking is included with the lease.  Landlord will pay $850,000 for renovations to the leased space at no additional costs to SCARNG. An option to purchase the property is included in the lease.  


SCARNG has adequate funds for the lease according to a Budget Approval Form submitted May 30, 2008, which also includes a multi-year plan.  These lease payments are 100% federally funded. 


The space allocation of the new lease is 1,600 square feet for eight full-time staff (200 SF per FTE).  Additionally space is necessary for 289 soldiers on drill weekends.  The remaining 59,900 square feet is to be utilized for storage, filing cabinets, classrooms, learning center, reception area, work areas, drill hall, military storage, library, break room, computer server area, drill weekend administration space and common areas.  The building was constructed in 1980.  

The lease was approved by the Adjutant General MG Stanhope S. Spears, tenant and by C. Marshall Carithers, President, CEO, Carithers Real Estate.  JBRC approved the lease at its June 4, 2008 meeting.
Upon a motion by Mr. Chellis, seconded by Senator Leatherman, the Board approved the proposed seven year lease for the South Carolina Army National Guard from Marshall Carithers of 8.32 acres with a building containing 61,500 square feet at 2737 West Fifth North Street, Summerville, Dorchester County.
Information relating to this matter has been retained in these files and is identified as Exhibit 18.

Office of State Budget:  Permanent Improvement Project (Regular Session #6)

Senator Leatherman pointed out that on page 7 of the item concerning establishment of construction budgets that the JBRC is currently requiring that any agency that comes before the committee requesting A/E money is asked whether they are going to stay within the approval.  He said that if they say they are not they do not get approval and if they say they are the JBRC expects them to stay within the approval.  Senator Leatherman moved the approval of the item and Mr. Cooper seconded the motion.


Mr. Eckstrom stated that this is probably the most vexing issue to him on the agenda.  He said that the Board had this discussion a month ago and he would like to reintroduce the discussion through an amendment to the motion that the Board place a six month moratorium on new construction projects that are not already committed by State spending.  He said that he is referring to those that are seeking design funding which would be the first several pages to include, items (a) through (r).  He said that he knows they spoke a month ago about excluding items that were coming to the Board for construction budget, but when one looks at those items, items (s) through (x), some of them do not require the use of state funds.  He said for instance the Clemson University’s Doug Kingsmore Stadium is being built with private funds.  Mr. Eckstrom stated that he has no problem with that.  He pointed out that the College of Charleston in item (t) wanted to use college fee funds which will drive tuition increase.  He said that in item (u), Coastal Carolina is seeking institution bond funding which will require some general fund budget impact and that he would have a problem with that one.  He stated that items (v) and (w) likewise do not require general funds and do not require fee increases or a tuition increase for students.  He noted that item (x) for the State Board for Technical and Comprehensive Education would require local college funds of about a million dollars which would mean a million dollar increase would be passed along to students.  He said that his motion would be that on those projects that are coming for approval of A/E design funding that the Board place a six month moratorium on those and others over the next six months and that the Board not approve items (t), (u), and (x).  Governor Sanford said that given the rigmarole the Board had on this last month he would second and called for the question.

Senator Leatherman stated the he thinks that a six month moratorium will do harm to some of these projects.  He said that they were thoroughly reviewed at the JBRC.  He said that if Mr. Eckstrom amended his motion to three months that he could agree with that.  Mr. Chellis said that he would go with up to September 30th.  Governor Sanford said that he called for the question, but if Senator Leatherman wanted to do three months that was okay.  Mr. Eckstrom stated that he was very uneasy with the rate at which state revenues were declining.  Senator Leatherman said that he was also.  Mr. Eckstrom said that three months gives the Board a window to access the situation.  Mr. Eckstrom amended his motion to three months.

Mr. Fusco asked for clarification that items (a) through (r) would be deferred until at the earliest September 30th and that projects (t), (u), and (x) would also be deferred.  Mr. Eckstrom said that was correct.

The Board approved the following permanent improvement project establishment requests and budget revisions, as noted herein, which have been reviewed favorably by the Joint Bond Review Committee.  The Board approved items (s), (v), (w), (y), and (z).  Items (a) through (r), (t), (u), and (x) were deferred by the Board.  The Board also approved a moratorium on new construction and A&E design projects until September 30, 2008.  The moratorium includes all A&E pre-design project establishments and construction budget increases if the fund sources for the increases involve state funds or college tuition and fee funds.  The moratorium also includes items (a) through (r), (t), (u), and (x) that were deferred by the Board.  [Secretary’s Note:  Because the ending date for the moratorium is September 30 and the Board will not meet again until November 6, 2008, the moratorium is effectively in place until November 6th.]:


Establish Construction Budget

(s)
Summary 8-2008:  JBRC Item 19.  Clemson University


Project:
9885, Doug Kingsmore Stadium Addition


Request:
Increase budget to $3,000,000 (add $2,730,000 - $2,000,000 Other, IPTAY/Athletic Private and $730,000 Other, Private Gift funds) to construct an approximately 1,000 seat addition and support facilities at Clemson’s Doug Kingsmore Stadium.  The project was established in May 2008 to begin design work.  To meet the schedule requested by the donor, construction must begin in Spring 2009 and be completed by February 2010.  The work will also include the construction of concession space, restrooms and site work to provide adequate pedestrian and services access in the left outfield area of the stadium.  The additional seats are needed because of the growing popularity of Clemson baseball and are being funded by a private donor and other private Athletic Department sources.  The agency reports the total projected cost of this project is $3 million and additional annual operating costs ranging from $11,200 to $12,348 will result in the three years following project completion.  The agency also reports the projected date for execution of the construction contract is January 2009 and for completion of construction is February 2010.  (See Attachment 1 of the agenda materials for additional annual operating costs.)

(v)
Summary 8-2008:  JBRC Item 22.  Medical University of South Carolina


Project:
9795, Psychiatric Institute Second Floor Renovation


Request:
Increase budget to $800,000 (add $700,000 Other, College of Medicine Practice Plan funds) to accept the low bid to renovate approximately 9,000 square feet of space on the second floor of the Psychiatric Institute at MUSC.  The renovation will provide space for the National Crime Victims Center, which is part of the Department of Psychiatry.  The project was established in December 2007 for design work which is now complete.  The work will include reconfiguring the space to support patient and academic program needs of the center and making minor revisions to the HVAC system.  The National Crime Victims Center is located in the Bank Building, which is scheduled for demolition.  The agency reports the total projected cost of this project is $800,000 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 2008 and for completion of construction is February 2009.

(w)
Summary 8-2008:  JBRC Item 23.  Medical University of South Carolina


Project:
9798, Hospital Adult Emergency Room Expansion/Renovation


Request:
Establish project and budget for $12,440,000 (Other, Hospital Revenue funds) to renovate approximately 33,850 square feet of space in the Main Hospital and Clinical Sciences Building at MUSC to create an Adult Emergency Room.  The Medical University Hospital Authority needs to expand the adult emergency room at the Main Hospital to meet the emergency service demand in Charleston.  Design work, already completed by the Hospital Authority, determined that the most cost effective solution to the need to expand the hospital’s adult emergency services space was to utilize a portion of MUSC’s Clinical Sciences Building.  Approximately 17,000 square feet on the first floor of the Clinical Sciences Building and additional space in the Main Hospital will be renovated to create an adult lobby and reception area, new nurse stations, exam rooms, a new ambulance canopy and support spaces.  The agency reports the total projected cost of this project is $12,440,000 and no additional annual operating costs will result from the project.  The agency also reports that the projected date for execution of the construction contract is September 2008 and for completion of construction is September 2010.


Increase Budget

(y)
Summary 8-2008:  JBRC Item 25.  Medical University of South Carolina


Project:
9786, College of Health Professions Building C HVAC Replacement


Request:
Increase budget to $600,000 (add $100,000 Other, Miscellaneous Revenue funds) to accept the low bid to replace the HVAC system in the College of Health Profession’s Building C at MUSC.  The project was established in March 2007, has been bid twice and the scope has been cut to the minimum to replace the system within the budget.  On the most recent bid, the three bids received were all within 3% and delaying the project will likely result in higher construction costs.  The system is 32 years old and is beyond its expected useful life of 20 years.  The new system will be more reliable and save energy by providing more efficient temperature and humidity control.  The agency reports the total projected cost of this project is $600,000 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 2008 and for completion of construction is March 2009.

(z)
Summary 8-2008:  JBRC Item 26.  Department of Mental Health


Project:
9704, Charleston Mental Health Center Children’s Clinic Addition


Request:
Increase budget to $1,705,753 (add $200,000 Other, Medicaid funds) to provide funds for a contingency for construction of a 7,000 square foot children’s clinic addition at the Charleston Mental Health Center.  The project was established in December 2006 with $1.5 million appropriated by the General Assembly for construction of an administration addition.  A scope revision was approved in June 2007 to construct a children’s clinic addition instead of administrative space.  The design for the clinic included the infrastructure for a second floor to be built at a later date to provide the needed administrative space.  Because of the infrastructure additions and the increased costs for metal and gas products, when the construction contract was awarded, almost no contingency funds remained for unforeseen events that may arise during construction.  This increase will provide the funds for a contingency.  The agency reports the total projected cost of this project is $1,705,753 and annual operating cost savings of $128,706 will result in the three years following project completion.  The agency also reports the projected date for execution of the construction contract is June 2008 and for completion of construction is August 2009.  (See Attachment 4 of the agenda materials for annual operating cost savings.)


The Board deferred the following permanent improvement project establishment requests:

Establish Project for A&E Design Funding

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


Project:
9873, Golf Practice Facility Construction


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

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


Project:
9554, Atheneum Hall Renovation


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

Project:
9555, Kingston Hall Annex Construction


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

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

Project:
9556, Science Building Lab/Office Annex Construction

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

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


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


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

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


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


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

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


Project:
9644, Wilkinson Hall Repair/Renovation


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

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


Project:
6050, Preston College Fire Protection/Renovation


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

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


Project:
6051, DeSaussure Fire Protection/Renovation


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

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


Project:
6052, Health Sciences Renovation


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

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


Project:
6053, Athletic Venues Construction


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

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


Project:
6054, Athletic Coaches Support Building Construction


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

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


Project:
6055, Athletic Village Garage and Maintenance Facility Construction


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

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

Project:
6056, Athletic Village Infrastructure Development

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

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


Project:
6057, Patterson Hall Renovation


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

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


Project:
9867, Calhoun Building Interior Renovation


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

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




Needs


Project:
9818, Whitten Center Fire Alarm Systems Backbone Replacement


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

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


Project:
9691, Allendale Multi-Purpose Building Construction


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


Establish Construction Budget

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


Project:
9636, AT&T Bell Building Electrical Improvements


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

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


Project:
9538, Athletic Training Facility Construction


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

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



Comprehensive Education


Project:
9978, Spartanburg - Gaines Building Renovation


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

Information relating to this matter has been retained in these files and is identified as Exhibit 19.

Future Meeting


Governor Sanford asked whether it would be possible to have the meeting a little later in August.  Senator Leatherman asked whether there would be an August meeting.  Mr. Fusco stated that the Board will probably need a phone call meeting to adopt the employee health insurance program.  He said that the Board is required by law to adopt the program no later than August 15.  He said that the Board could have a phone meeting to adopt that one item.  Governor Sanford said that he will do whatever the group wants to do, but if it is at all possible he would like to do it by phone and the meeting can be done on August 12 to discuss the one item concerning the employee health insurance program.  


The Board Agreed to meet at 10:00 a.m. on Tuesday, August 12, 2008, in the Governor’s conference room in the Wade Hampton Building to consider an item for employee health insurance.
Adjournment

The meeting was adjourned at 12:00 p.m.


[Secretary's Note:  In compliance with Code Section 30-4-80, public notice of and the agenda for this meeting were posted on bulletin boards in the office of the Governor's Press Secretary and in the Press Room, near the Board Secretary's office in the Wade Hampton Building, and in the lobby of the Wade Hampton Office Building at 9:10 a.m. on Monday, June 16, 2008.]

