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STATE BUDGET AND CONTROL BOARD
MEETING OF June 17, 2014

BLUE AGENDA
ITEM NUMBER /

AGENCY:

State Treasurer’s Office

SUBJECT:

Bond Counsel Selection

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

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

Description Agency/Institution Borrower’s Issuer’s
of Issue (Borrower) Counsel Counsel

$42,000,000 SC Olde York Square Senior | Nexsen Pruet Haynsworth
JEDA Living, LLC Sinkler Boyd
$11,000,000 SC Riverview Charter School | Haynsworth Sinkler Howell, Linkous &
JEDA Boyd Nettles
$92,700,000 SC USC DF-West Campus, Haynsworth Sinklcr McNair Law Firm
JEDA LLC Boyd
BOARD ACTION REQUESTED:

Approve the referenced bond counsel assignment.

ATTACHMENTS:

Bond Counsel Selection Approved by the State Treasurer’s Office
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STATE BUDGET AND CONTROL BOARD
MEETING OF June 17, 2014

BLUE AGENDA
ITEM NUMBER _Li_

AGENCY:

Division of General Services

SUBJECT:

Real Property Conveyances

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

(a)

(b)

Agency:
Acreage:

Location:
County:
Purpose:

Price/Purchaser:

Disposition of
Proceeds:

Agency:
Acreage:
Location:
County:
Purpose:

Price/Purchaser:

Disposition of
Proceeds:

Budget and Control Board

1.27+ acres and a 13,256 square foot garage, workshop, and
office building

516 Senate Street and 128 Huger Street, Columbia
Richland

To dispose of surplus real property.

Not less than appraised value/To be determined

To be retained by the Budget and Control Board’s Division
of General Services.

Department of Employment and Workforce

1.13+ acres and a 2,450 square foot building

309 W. Whitner Street, Anderson

Anderson

To dispose of surplus real property.

Not less than appraised value/To be determined

To be retained and/or divided accordingly between the
Department of Employment and Workforce and the Budget
and Control Board based on federally funded real property
requirements and pursuant to Proviso 101.24.

On December 10, 2013, the Board approved the sale of the
building and the primary site consisting of 0.685 acre for not
less than the appraised value. The Department of
Employment and Workforce is seeking approval to dispose
of an additional 0.446 acre vacant lot along with the primary
site. The two tracts are not contiguous as they are separated
by an alley.



STATE BUDGET AND CONTROL BOARD BLUE AGENDA 4

MEETING OF June 17, 2014 ITEM NUMBER , Page 2

AGENCY: Division of General Services

SUBJECT: Real Property Conveyances

(c) Agency: Department of Employment and Workforce
Acreage: 0.5274+ acre and a 2,728 square foot office building
Location: 248 Wall Street, Barnwell
County: Barnwell
Purpose: To retain control and usage of surplus real property

previously approved for disposal.

Additional Information: On December 10, 2013, the Board approved the sale of the
building and the primary site for not less than the appraised
value. The Department of Employment and Workforce is
seeking approval to now retain the building to facilitate staff
being relocated from other offices to provide services for
residents/customers in the Lower Savannah Workforce
Development Area.

BOARD ACTION REQUESTED:

Approve the real property conveyances as requested.

ATTACHMENTS:

Agenda item worksheet and attachments



BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

Meeting Scheduled for: June 17, 2014

Blue Agenda

1. Submitted by:

(a) Agency: Division of General Services

(b) Authorized Official Signature: Nolan L. Wiggins, Jr.,‘Dirﬁlor
2. Subject: REAL PROPERTY CONVEYANCES
3. Summary Background Information:

(a)

(b

Agency:
Acreage:

Location:
County:
Purpose:
Price/Purchaser:

Disposition of Proceeds:

Agency:
Acreage:
Location:
County:
Purpose:
Price/Purchaser:

Disposition of Proceeds:

Budget and Control Board

1.27+ acres and a 13,256 squate foot garage, workshop, and
office building

516 Senate Street and 128 Huger Street, Columbia

Richland

To dispose of surplus real property.

Not less than appraised value/To be determined

To be retained by the Budget and Control Board’s Division of
General Services.

Department of Employment and Workforce

1.13+ acres and a 2,450 square foot building

309 W. Whitner Street, Anderson

Anderson

To dispose of surplus real property.

Not less than appraised value/To be determined

To be retained and/or divided accordingly between the
Department of Employment and Workforce and the Budget and
Control Board based on federally funded real property
requirements and pursuant to Proviso 101.24,

On December 10, 2013, the Board approved the sale of the
building and the primary site consisting of 0.685 acre for not less
than the appraised value. The Department of Employment and
Workforce is seeking approval to dispose of an additional 0.446
acre vacant lot along with the primary site. The two tracts are
not contiguous as they are separated by an alley.



(c) Agency: Department of Employment and Workforce

Acreage: 0.5274+ acre and a 2,728 square foot office building

Location: 248 Wall Street, Barnwell

County: Barnwell .

Purpose: To retain control and usage of surplus real property previously
approved for disposal.

Additional Information: On December 10, 2013, the Board approved the sale of the
building and the primary site for not less than the appraised
value. The Department of Employment and Workforce is
seeking approval to now retain the building to facilitate staff
being relocated from other offices to provide services for
residents/customers in the Lower Savannah Workforce
Development Area.

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

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

List of Supporting Documents:

1. SC Code of Laws Section 1-11-65

2. 2013-2014 Appropriations Bill H.3710, Part 1B, Proviso 101.24

3. (a) Budget and Control Board — Richland County
(b) Department of Employment and Workforce — Anderson County
(¢) Department of Employment and Workforce — Barnwell County



SOUTH CAROLINA CODE OF LAWS

SECTION 1-11-65. Approval and recordation of real property transactions involving
governmental bodies,

(A) All transactions involving real property, made for or by any governmental bodies, excluding
political subdivisions of the State, must be approved by and recorded with the State Budget and
Control Board. Upon approval of the transaction by the Budget and Control Board, there must
be recorded simultaneously with the deed, a certificate of acceptance, which acknowledges the
board's approval of the transaction. The county recording authority cannot accept for recording
any deed not accompanied by a certificate of acceptance. The board may exempt a governmental
body from the provisions of this subsection.

(B) All state agencies, departments, and institutions authorized by law to accept gifts of tangible
personal property shall have executed by its governing body an acknowledgment of acceptance
prior to transfer of the tangible personal property to the agency, department, or institution.



South Carolina General Assembly
120th Session, 2013-2014
H. 3710
General Appropriations Bill for fiscal year 2013-2014
As Ratified by the General Assembly

PART IB
OPERATION OF STATE GOVERNMENT
SECTION 101 - F03-BUDGET AND CONTROL BOARD

101.24.  (BCB: Sale of Surplus Real Property) Up to fifty percent of the proceeds, net of selling
expenses, from the sale of surplus real properties shall be retained by the Budget and Control Board and
used for the deferred maintenance of statc-owned buildings. The remaining fifty percent of the net
proceeds shall be returned to the agency that the property is owned by, under the control of, or assigned to
and shall be used by that agency for non-recurring purposes. This provision applies to all state agencies
and departments except: institutions of higher learning; the Public Service Authority; the Ports Authority;
the MUSC Hospital Authority; the Myrtle Beach Air Force Redevelopment Authority; the Department of
Transportation; the Columbia State Farmers Market; the Department of Agriculture’s Columbia
Metrology Lab building and property; the Charleston Naval Complex Redevelopment Authority; the
Department of Commetce's Division of Public Railways; the Midlands Technical College Enterprise
Campus Authority; the Trident Technical College Enterprise Campus Authority; the Commissioners
residence at the Department of Corrections and the Educational Television Commission's Key Road
propeity.

The Educational Television Commission shall be authorized to retain the net proceeds from the sale of
its property on Key Road, and such proceeds may be used for the renovation of the ETV
Telecommunications Center and other maintenance and operating expenses. [f it is determined that
sufficient net proceeds are not to be derived from the sale of its property on Key Road to cover the cost of
all renovations of the Telecommunications Center, the property on Key Road shall not be sold. Any
proposed sale hereunder shall, prior to said sale, be submitted to the Budget and Control Board for
approval as being in compliance with the requirements of this subsection.

The Department of Corrections shall be authorized to retain the net proceeds from the sale of the
residence provided for the Commissioner of the Department of Corrections and use such proceeds for
deferred maintenance needs at the Department of Corrections.

The Forestry Commission shall be authorized to retain the net proceeds from the sale of surplus land
for use in firefighting operations and replacement of firefighting equipment.

The Department of Mental Health shall be authorized to retain the net proceeds it receives for sale of
the property sold in accordance with, and identified in Exhibit A of the Sale and Purchase Agreement
dated December 16, 2010 between the Department of Mental Health and Hughes Development
Corporation for the sale of 165.79+ acres on the Bull Street Campus, as approved by the Budget and
Control Board on June 14, 2011, '

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

The Department of Vocational Rehabilitation shalt be authorized to retain the net proceeds from the
sale of 3.205 acres located at 22861 Highway 76 East in Clinton, South Carolina to be used for capital
projects and deferred maintenance.

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

This provision is comprehensive and supersedes any conflicting provisions concerning disposition of
state owned real property whether in permanent law, temporary law or by provision elsewhere in this act.
Any unused portion of these funds may be carried forward into succeeding fiscal years and used for

the same purposes.



(a) Budget and Control Board
Richland County

List of Supparting Documents:
l. Maps
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June 2. 2014

Linda Gordon

Real Property Services

State Budget and Control Board
1200 Senate Street. Suite 460
Columbia, SC 29201

Re: Surplus property disposal request
Dear Ms. Gordon:

[ he South Caroling Department of Employment and W orkforce (SCDEW) is formally declaring
the following property as surplus property:

| Address : Tax Map Square Acreage
' I\umbers Feet _
Lots 15-17 West Church Street 23-23-06-009 N'A 0.446

Anderson. SC i

SCDEW is requesting Budget and Control Board approval t surplus this property which is
adjacent to 309 W. Whitner St.. Anderson. SC. currently on the State Real Property Services -
Surplus Real Property for Sale list,

A Plat is attached with this request. A Certitied Appraisal Report has been requested and is in
process.

For more information. please do not hesitate to contact me at (803) 737-0108 or by ¢mail

maenehnsen s dew ge.pvy. Thank you tor your assislunce.

Sincerely.

Yiada. € . Hephthomo

Martha R, Stephenson
Assistant Executive Director
Administration. Suppon and Operations
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(c) Department of Employment and Workforce
Barnwell County

List of Supporting Documegnts:

l. Letter from DEW
2. Map



P.O. Box 995 Nikki R, Haley

Governor
1550 Gadsden Street
Columblia, SC 29202 Cheryl M. Stanton
dew.se.gov Executive Director

1550 Gadsden Street
P. O. Box 995
Columbia, SC 29202

April 29, 2014

Ms. Ashlie Lancaster

Deputy Director, Division of General Services
State Budget and Control Board

1200 Senate Street, Suite 460

Columbia, SC 29201

Dear Ms. Lancaster:

This letter is to respectfully request that the SCDEW property located at 248 Wall Street,
Bamnwell, SC, be removed from the Real Property Services - Surplus Real Property For
Sale list.

The agency now has a need for the Bamwell building to facilitate staff being relocated
from other offices to provide workforce development services for customers in the Lower
Savannah Workforce Development Area.

If you have any questions, please contact me at (803) 737-0108.

Sincerely,

Yranthe, (. Slphiacond

Martha R. Stephenson

Assistant Executive Director

Administration, Support and Operations Division
SC Department of Employment and Workforce
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STATE BUDGET AND CONTROL BOARD BLUE AGENDA
MELTING OF June 17, 2014 ITEM NUMBER _\ 5

AGENCY: Division of Procurement Services

SUBJECT: Procurement Certification for Winthrop University

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

a. Winthrop University (for a period of three years): supplies and services, $200,000* per
commitment; consultant services, 200,000* per commitment; information technology,
$200,000* per commitment; printing services, $200,000* per commitment; construction
services, $100,000 per commitment; construction contract change order, $50,000 per
change order; architect/engineer contract amendment, $25,000 per amendment.

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

On January 29, 2013, on the recommendation of Procurement Services, the Budget and Control
Board reduced Winthrop University’s procurement certification due to Procurement Services’
last audit findings. As promised, Procurement Services has completed a special audit of the
University. Our audit results support the restoration of Winthrop’s previous cettification. The
increased certification levels will restore the University to the limits previously granted by the
Board on June 12, 2007.

BOARD ACTION REQUESTED:

In accord with Section 11-35-1210, grant the following procurement certification within
parameters described in the audit reports for the following limits (total potential purchase
commitment whether single-or multi- year contracts are used) for the following agency:

a. Winthrop University (for a period of three years): supplies and services, $200,000* per
commitment; consultant services, 200,000* per commitment; information technology,
$200,000* per commitment; printing services, $200,000* per commitment; construction
services, $100,000 per commitment; construction contract change order, $50,000 per
change order; architect/engineer contract amendment, $25,000 per amendment.

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

ATTACHMENTS:

Agenda item worksheets and attachments



BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

Meeting scheduled for: June 17,2014 Blue Agenda
| ?‘\ + r\& I’\\
1. Submitted by: \ ) < /\k ) \a &( .
(a) Agency: Division of Procurement Services V(N \: G "’,}1 '\O A\ L/'
(b) Authorized Official Signature: R. Voi ghl[{ﬂealy. Materials Managemc?l Officer

2, Subject: Procurement Certification for Winthrop University

3, Summary Background Information:
In accordance with Section 11-35-1210 of the South Carolina Consolidated Procurement Code, the Division of

Procurement Scrvices has reviewed the procurement system of Winthrop University and recommends its
certification within the parameters described in the audit report for the following limits for a period of three years,

Current Certification
Certification Recommended
L Supplies and Services *$ 100,000 *$ 200,000
Per Commitment Per Commitment
II.  Consultant Services *$ 100,000 *$ 200,000
Per Commitment Per Commitment
IH.  Information Technology *$ 50,000 *$ 200,000
Per Commitment Per Commitment
TV. Construction Services $ 100,000 $ 100,000
Per Commitment Per Commitment
V.  Construction Contract Change Order $ 50,000 $ 50,000
Per Change Order Per Change Order
VI. Architect/Engineer Contract Amendment $§ 25,000 $ 25,000
Per Amendment Per Amendment

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

On January 29, 2013, on our recommendation, the Board reduced Winthrop University’s procurement certification
due to our last audit findings. As promised, we have completed a special audit of the University. Our audit results
support the restoration of Winthrop’s previous certification. The increased certification levels will restore the
University to the limits previously granted by the Budget and Control Board on June 12, 2007.

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

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

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

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



South Carolina Consolidated Procurement Code
Auditing and Fiscal Reporting

§ 11-35-1210. Certification
(1) Authority. The board may assign differential dollar limits below which

individual governmental bodies may make direct procurements not under
term contracts. The designated board office shall review the respective
governmental body’s internal procurement operation, shall certify in
writing that it is consistent with the provisions of this code and the
ensuing regulations, and recommend to the board those dollar limits for
the respective governmental body’s procurement not under term contract.
(2) Policy. Authorizations granted by the board to a governmental body are
subject to the following:
(a) adherence to the provisions of this code and the ensuing regulations,
particularly concerning competitive procurement methods;
(b) responsiveness to user needs;
(c) obtaining of the best prices for value received.
(3) Adherence to Provisions of the Code. All procurements shall be subject
to all the appropriate provisions of this code, especially regarding
competitive procurement methods and nonrestrictive specifications.






STATE BUDGET AND CONTROL BOARD BLUE AGENDA 4

MEETING OF June 17, 2014

ITEM NUMBER

AGENCY: Executive Director

SUBJECT: Revenue Bonds

The required reviews on the following proposal to issue revenue bonds have been completed
with satisfactory results. The project requires approval under State law.

a. Issuing Authority:
Amount of Issue:

Allocation Needed.:
Name of Project:
Employment Impact:
Project Description:

Bond Counsel:

b. Issuing Authority:
Amount of Issue:

Allocation Needed:
Name of Project:
Employment Impact:
Project Description:
Bond Counsel:

¢. Issuing Authority:
Amount of Issue:
Allocation Needed:
Name of Project:
Employment Impact:

Project Description:

Abbeville County

Not Exceeding $8,750,000 Hospital Facilities Revenue Bonds
($8,130,000 refunding involved)

-0-

Abbeville Area Medical Center

no additional employment

A current refunding of two series of hospital revenue bonds
pursuant to the authorization of Title 44, Chapter 7, Article 11,
Code of Laws of South Carolina 1976, as amended, which were
issued by the county to defray a portion of the costs of new
facilities for the hospital. The series to be refunded are the; (1) the
outstanding principal amount of the originally issued $9.200,000
Hospital Facilities Revenue Bonds (Abbeville County Memorial
Hospital Project), Series 2004; and (2) the outstanding principal
amount of the originally issued $3,800,000 Hospital Facilities
Revenue Bond (Abbeville County Memorial Hospital Project),
Series 2005.

Josiah C. T. Lucas, Pope Zeigler, LLC

Florence County

Not Exceeding $75,000,000 Refunding Hospital Revenue Bonds
($75,000,000 refunding involved)

-0-

McLeod Regional Medical Center

n/a

refund outstanding Series 2004A bonds

Ben T. Zeigler, Haynsworth Sinkler Boyd, P. A.

Jobs-Economic Development Authority

N/E $11,000,000 Economic Development Revenue Bonds

-0-

Riverview Charter School, Inc.

maintain existing employment for 76 people and providing
additional employment for 5 people within 24 months

(i) renovating and furnishing the existing school facilities located
at 81 Savannah Highway, Beaufort, South Carolina and



STATE BUDGET AND CONTROL BOARD BLUE AGENDA 4
, Page 2

MEETING OF June 17,2014

ITEM NUMBER

AGENCY: Executive Director

SUBJECT: Revenue Bonds -- Continued

Note:
Bond Counsel:

d. Issuing Authority:
Amount of Issue:
Allocation Needed:
Name of Project:
Employment Impact:
Project Description:

Note:
Bond Counsel:

constructing and equipping a 40,000 square foot addition thereto,
to be owned by the Beaufort County School District and leased and
operated by Riverview Charter School, Inc., the borrower; (ii)
funding a debt service reserve fund, if necessary; and (iii) paying
certain costs of issuance associated with the bonds.

private sale
Kathleen Crum McKinney, Haynsworth Sinkler Boyd, P. A.

Jobs-Economic Development Authority

N/E $92,700,000 Economic Development Revenue Bonds

-0- ,

USC DF — WEST CAMPUS LLC. Project

creation of an cstimated 75 new jobs

(i) defray the cost, including the payment of interim financing costs
of construction, acquisition and equipping of an approximately
878-bed rental housing facility for students of the University,
including related parking and ground floor retail facilities, located
in the city of Columbia, Richland County, South Carolina; and (ii)
pay certain costs of issuance of the bond.

private sale to a financial institution

Robert S. Galloway, III, Haynsworth Sinkler Boyd, P. A.

BOARD ACTION REQUESTED:

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

ATTACHMENTS:

Resolutions



Summary of Refinancing Proposal for
Abbeville County, South Carolina

PRELIMINARY — SUBJECT TO CHANGE

May 27, 2014

Outstanding bonds proposed to be refinanced

Average interes! rate of bonds refinanced

Projected average interest rate of refinancing bonds
True interest cost of refinancing bonds

Projected net present value savings/(net of costs)

Projected net present value savings as a percentage of the
bonds refinanced

Estimated costs (costs as a percentage of refinancing bonds,
costs as a percentage of refinancing savings)

Underwriting

Legal fees — bond, disclosure and general counsel

Rating agency fees

Advisory fees

Bond trustee/registrar

Accounting and verification

Credit enhancement/bond insurance

Publication, printing, contingencies and all other expenses

Total
* NOTE:

(1) The originally issued $9,200,000 Hospital Facilities
Revenue Bond (Abbeviille County Memorial Hospital
Project), Series 2004 (the “Series 2004 Bonds”),
outstanding in the principal amount of $5,409,402.44 and
maturing on 9/4/2014 through 5/4/2024; and (2) the
originally issued $3,800,000 Hospital Facilities Revenue
Bond (Abbeville County Memorial Hospital Project),
Series 2005 (the “Serles 2005 Bonds,” and together with
the Series 2004 Bonds, the “Bonds to be Refunded”),
outstanding in the principal amount of $2,472,256.33 and
maturing on 9/11/2014 through 10/11/2025.

Total outstanding principal of the Bonds to be Refunded:
$7,881,658.77.
3.7125%
3.29%
3.3227%
($40,615.71)*
(0.5153%)*

$195,400.00 (2.4%, (481%))*

$20,400.00 (0.25%, (50%))
120,000.00 (1.49%, (295%))
0.00

50,000.00 (0.62%, (123%))
5,000.00 (0.06%, (12%))
0.00

0.00

0.00

$195,400.00

(Bank Commitment Fee)

Branch Banking and Trust Company ("BB&T") purchased and currently owns the Bonds to be Refunded and as purt of the purchases of the

Bonds to be Refunded required Abbeville County (the “Connty™) and Abbeville Area Medical Center (the “Hospital") to agree to certain burdensome
covenants, including a prohibition on the issuance by the County of additional hospital revenue bonds on hehalf ol the Hospital without BB&T's consent.
In October of 2013, BB&T transferred the Bonds 1o be Refunded to its corporate finunce group, which expressed its bearish view on the healthcare industry
and heallhcare borrowers. BB&T also emphasized that it would not permit any secured debt with other lenders, thus restricting the County’s ability to
issue hospital rcvenue bonds on behalf of the Hospital.

The Tlospital has certain current and future capital needs, including a proposed new medical office building, which it desires to finance through the
issuance of hospilal revenue bonds by the County. While the Hospital and I irst Southwest Company (* First Southwest"), the Hospital's financial advisor,
have determined that this transaction may have minimal or slightly negative true interest savings alter costs of issuance of the refunding bonds are included
in the transaction, the Hospital, First Southwest, and the County have determined that the refunding of the Bonds to be Refunded is necessary and desirable
in order to (1) lower the overall interest rate on the Hospital's debt, and (2) replace BB&T as the Hospital’s creditor and thereby remove BB&T's
burdensome and restrictive covenant package and provide the Hospital improved financial flexibility.

Prepared by Pope Zeigler and First Southwest Company Date:  05/27/2014

A.



SOUTH CAROLINA BUDGET AND CONTROL BOARD RESOLUTION
ABBEVILLE COUNTY, SOUTH CAROLINA
HOSPITAL FACILITIES REFUNDING REVENUE BONDS

RESOLUTION APPROVING THE ISSUANCE BY ABBEVILLE COUNTY,
_.SOUTH CAROLINA, OF ITS HOSPITAL FACILITIES REFUNDING
REVENUE BONDS IN THE PRINCIPAL AMOUNT OF NOT EXCEEDING
$8,750,000, PURSUANT TO THE PROVISIONS OF TITLE 44, CHAPTER 7,
ARTICLE 11 OF THE CODE OF LAWS OF SOUTH CAROLINA, 1976, AS
AMENDED.

WHEREAS, the County Council of Abbeville County, the governing body of Abbeville
County, South Carolina (the “County”), has, by submitting a petition dated May 12, 2014 (the
“Petition”) under and pursuant to the provisions of Title 44, Chapter 7, Article 11 of the Code of
Laws of South Carolina, 1976, as amended (the “Act”), requested the approval by the South
Carolina Budget and Control Board (the “Board”) of the issuance by the County of its Hospital
Facilities Refunding Revenue Bonds in an aggregate principal amount of not exceeding
$8,750,000 (the “Bonds™); and

WHEREAS, the County has previously issued the following series of bonds to defray a
portion of the costs of new facilities for Abbeville Area Medical Center f/k/a Abbeville County
Memorial Hospital (the “Hospital”):

(a) the outstanding principal amount of the originally issued $9,200,000
Hospital Facilities Revenue Bond (Abbeville County Memorial Hospital Project), Series
2004 (the “Series 2004 Bonds™); and

(b)  the outstanding principal amount of the originally issued $3,800,000
Hospital Facilities Revenue Bond (Abbeville County Memorial Hospital Project), Series
2005 (the “Series 2005 Bonds,” and together with the Series 2004 Bonds, the “Bonds to
be Refunded”); and

WHEREAS, the County now desires to effect a current refunding of the Bonds to be
Refunded; and -

WHEREAS, the County proposes to issue the Bonds, in one or more series, in order to
refund the Bonds to be Refunded and to pay the costs of issuance associated with the Bonds; and

WHEREAS, the Hospital will agree in one or more Loan Agreements (collectively, the
“Loan Agreement”) between the County and the Hospital to pay the County amounts sufficient
to provide for the payment of the Bonds and the costs and expenses resulting from the issuance
thereof; and

WHEREAS, pursuant to an Assignment (the “Assignment”), the County will assign
certain of its rights under the Loan Agreement to the purchaser of the Bonds; and

A.



WHEREAS, the obligations of the Hospital under the Loan Agreement will be secured by
a first lien position on all real and personal assets of the Hospital and a debt service reserve fund.

NOW, THEREFORE, BE IT RESOLVED by the South Carolina Budget and Control
Board, in meeting duly assembled:

1. Acceptance of Petition. The Board has made such review of the matters set forth
in the Petition as it deems appropriate, and on the basis of such review, it is hereby found,

determined and declared:

a. The Petition contains all matters required by law and the rules of the
Board to be set forth therein, and that in consequence thereof, the jurisdiction of the Board has
been properly invoked under and pursuant to the Act; and

b. The refunding of the Bonds to be Refunded is intended to promote the
purposes of the Act and is reasonably anticipated to affect such result.

2. Approval of Petition and Issuance of Bonds. In light of the foregoing, the Board
accepts the provisions of the Petition and hereby authorizes and approves the execution and
delivery of the Bonds. This approval shall not be affected by any changes in the details of the
proposal of the County so long as such changes do not impose a pecuniary liability upon the
County or its general credit or taxing power.

3. Notice of Board’s Action. Notice of the action taken by the Board in approving
the above-described undertaking of the County shall be published in The Press and Banner, a
newspaper of general circulation in the County (the “Notice™).

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

Adopted: June 17,2014



EXHIBIT A

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

Notice is hereby given pursuant to the provisions and requirements of Title 44, Chapter 7,
Article 11 of the Code of Laws of South Carolina, 1976, as amended (the “Acf”), that the South
Carolina Budget and Control Board (the “Board’), pursuant to a Petition dated May 12, 2014,
filed by the County Council of Abbeville County (the “County Council’), as the governing body
of Abbeville County, South Carolina (the “County”), has given its approval to the following
undertakings by the County:

The issuance by the County of its Hospital Facilities Refunding Revenue Bonds
(Abbeville Area Medical Center Project), Series 2014, in one or more series, in the original
principal amount of not exceeding $8,750,000 (the “Bonds™) for the purposes of (a) refunding
the outstanding principal amounts of the originally issued $9,200,000 Hospital Facilities
Revenue Bond (Abbeville County Memorial Hospital Project), Series 2004 (the “Series 2004
Bonds”) and of the originally issued $3,800,000 Hospital Facilities Revenue Bond (Abbeville
County Memorial Hospital Project), Series 2005 (the “Series 2005 Bonds,” and together with the
Series 2004 Bonds, the “Bonds to be Refunded”); and (b) paying the costs of issuing the Bonds.
The Bonds to be Refunded were issued to finance the costs of construction of facilities owned
and operated by Abbeville Area Medical Center f/k/a Abbeville County Memorial Hospital (the
“Borrower’).

The Bonds will be payable by the County solely from the amounts to be paid to the
County by the Borrower pursuant to one or more Loan Agreements (collectively, the “Loan
Agreement”) between the County and the Borrower. Pursuant to an Assignment, the County will
assign substantially all of its rights under the Loan Agreement to the purchaser of the Bonds.

The Borrower will irrevocably covenant and agree pursuant to the Loan Agreement to
pay when due all sums required to pay the principal of and interest on the Bonds. The Bonds
will be issued pursuant to the Act and an ordinance to be enacted by the County Council. The
obligations of the Borrower under the Loan Agreement will be secured by a first lien position on
all real and personal assets of the Borrower and a debt service reserve fund.

The County Council has previously found that:

(a) There is a need for the refunding of the Bonds to be Refunded to remove the
prohibitions on borrowing and other restrictive covenants imposed by the holder of the Bonds to
be Refunded and to achieve interest savings through the lowering of the existing interest rate on
the Bonds to be Refunded; and

(b)  The Borrower will be obligated pursuant to the Loan Agreement to make all
payments of principal of and interest on the Bonds.



Summary of Refinancing Proposal for
McLeod Health

PRELIMINARY - SUBJECT TO CHANGE

May 23, 2014

Outstanding bonds proposed to be refinanced

Average inlerest rate of bonds refinanced

Projected average interest rate of refinancing bonds
True interest cost of refinancing bonds

Projected net present valuc savings (net of costs)

Projected net present value savings as a percentage
of the bonds refinanced

Estimated costs (costs as a percentage of
refinancing bonds, costs as a percentage of
refinancing savings)

Underwriting

Legal fees — bond, disclosure and general
counsel

Rating agency fces

Advisory fees

Bond trustee/registrar

Accounting and verification

Credit enhancement/bond insurance

Publication, printing, contingencies and all
other expenses

Total

Prepared by: J.P. Morgan
Date: May 23, 2014

Current refunding of McLeod Health’s original
principal amount $86,000,000 Series 2004A Bonds.
The total principal value of the bonds outstanding
is $74,890,000 and maturities range from
November 1, 2016 through November 1, 2034

5.15%
5.00%
4.15%
$6,700,000
9.00%

0.65% /5.97% /$400,000

0.65% /5.97% / $400,000
0.32% /2.99% / $200,000
0.16% /1.49% / $100,000
0.04% /0.37%/ $25,000
0.16% /1.49% / $100,000
0.00% /0.00% /$0

0.02% /0.22% / $15,000
2.00% / $1,240,000



A RESOLUTION

STATE BUDGET AND CONTROL BOARD OF SOUTH CAROLINA

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

WHEREAS, the proposed undertaking (the “Undertaking”) consists of the refinancing of certain
outstanding revenue bonds (the “Prior Bonds”) issued by Florence County, South Carolina (the “County”)
on behalf of McLeod Regional Medical Center in order to achieve a savings with respect to debt service on
the Prior Bonds, all at an estimated cost of up to $75,000,000, through the issuance and delivery of
Refunding Hospital Revenue Bonds, from time to time in one or more series, pursuant to the authorization
of the Act and an ordinance (the “Bond Ordinance”) to be adopted by the County Council; and

WHEREAS, McLeod Regional Medical Center of the Pee Dee, Inc. (the “Borrower™) will agree in
a Loan Agreement or Loan Agreements (together or singularly, the “Loan Agreement”) between the County
and the Borrower to pay to the County amounts sufficient to provide for the payment of the Bonds (as
hereinafter defined) and the costs and expenses resulting from the issuance thereof; and

WHEREAS, pursuant to an Assignment or Assignments (together or singularly, the
“Assignment”), the County will assign certain of its rights under the Loan Agreement to the purchaser of the
Bonds; and

WHEREAS, in order to refund the Prior Bonds, the County Council proposes to provide for the
issuance and delivery of the Bonds pursuant to the Act and to the Bond Ordinance, payable by the County
from the amounts derived from the Loan Agreement; and

WHEREAS, the obligations of the Borrower under the Loan Agreement will be secured by a
security interest in the revenues of the Borrower and certain of its affiliates under a Master Trust Indenture
dated January 15, 1998; and

WHEREAS, the Borrower has represented that it has received all necessary licensing with respect
to the projects to be refinanced by the Bonds from the Department of Health and Environmental Control of
South Carolina as may be required under Article 3, Chapter 7, Title 44 of the Code of Laws of South
Carolina 1976, as amended;

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

1. It has been found and determined by the State Board that the Undertaking is intended to
promote the purposes of the Act and is reasonably anticipated to effect such purposes.

2. On the basis of the foregoing, the proposed undertaking of the County Council to finance
the cost of the Refunding through the issuance from time to time, in one or more series, of not exceeding
$75,000,000 Florence County, South Carolina, Refunding Hospital Revenue Bonds (McLeod Regional
Medical Center Project) (the “Bonds”) pursuant to the Bond Ordinance to be payable from the revenues to

B.



be derived by the County from the Loan Agreement, all pursuant to the Act (including changes in any
details of the said financing as finally consummated which do not materially affect the said undertaking), be
and the same is hereby approved.

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

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



EXHIBIT A

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

Notice is hereby given that following the filing of a Petition by the County Council of Florence
County, South Carolina (the “County Council”) to the State Budget and Control Board of South Carolina
(the “State Board™), approval has been given by the State Board to the following undertaking (including
changes in any details of the said financing as finally consummated which do not materially affect the said
undertaking), viz.: the refinancing certain outstanding revenue bonds issued by the County on behalf of the
McLeod Regional Medical Center (the “Prior Bonds”) in order to achieve a savings with respect to debt
service on the Prior Bonds (the refunding of the Prior Bonds, the “Undertaking’).

To finance the Undertaking, Florence County (the “County”) will issue not exceeding $75,000,000
Florence County, South Carolina, Refunding Hospital Revenue Bonds (McLeod Regional Medical Center
Project) (the “Bonds™), from time to time, in one or more series, pursuant to Title 44, Chapter 7, Article 11,
Code of Laws of South Carolina 1976, as amended. The Bonds will be payable by the County solely from
the amounts to be paid to the County by McLeod Regional Medical Center of the Pee Dee, Inc. (the
“Borrower”) pursuant to a Loan Agreement or Loan Agreements between the County and the Borrower.
Pursuant to an Assignment or Assignments, the County will assign substantially all of its rights under the
Loan Agreement or Loan Agreements to the purchaser of the Bonds.

The Borrower will irrevocably covenant and agree pursuant to the Loan Agreement or Loan
Agreements to pay when due all sums required to pay the principal of and interest on the Bonds. The Bonds
will be issucd pursuant to the Act and an ordinance to be adopted by the County Council. The obligations
of the Borrower under the Loan Agreement or Loan Agreements will be secured by the revenues of the
Borrower and certain of its affiliates.

Pursuant to Section 44-7-1480 of the Act, the County Council has previously found that:

(a) There was and continues to be a need for the projects financed by the Prior Bonds
(the “Projects™) in the area in which they are located;

) The Borrower will be obligated pursuant to the Loan Agreement or Loan
Agreements to make all payments of principal of and interest on the Bonds and to operate, repair
and maintain the Projects at its own expense; and

©) The Borrower has provided for all public facilities and utilities necessary for the
operation of the Projects.

Notice is further given that any interested party may at any time within twenty (20) days after the
date of publication of this Notice, but not afterwards, challenge the validity of the action of the State Board
in approving the undertaking of the County Council by action de novo instituted in the Court of Common
Pleas for Florence County.

THE STATE BUDGET AND CONTROL BOARD

OF SOUTH CAROLINA
By: Delbert H. Singleton, Jr.
Board Secretary

Dated: ~,2014



A RESOLUTION APPROVING THE ISSUANCE BY THE
SOUTH CAROLINA JOBS-ECONOMIC DEVELOPMENT
AUTHORITY THROUGH PRIVATE SALE OF NOT
EXCEEDING  $11,000,000 AGGREGATE PRINCIPAL
AMOUNT ECONOMIC DEVELOPMENT REVENUE BONDS
(RIVERVIEW CHARTER SCHOOL, INC. PROJECT), IN ONE
OR MORE SERIES, PURSUANT TO THE PROVISIONS OF
SECTION 41-43-110 OF SOUTH CAROLINA CODE
ANNOTATED, TITLE 11, CHAPTER 43 (1976), AS AMENDED.

WHEREAS, the South Carolina Jobs-Economic Development Authority (the “Authority”) has
heretofore under and pursuant to the provisions of Section 41-43-110 of South Carolina Code Annotated,
Title 41, Chapter 43 (1976), as amended (the “Adct”), requested approval by the State Budget and Control
Board of the issuance by the Authority pursuant to the Act of its Economic Development Revenue Bonds
(Riverview Charter School, Inc. Project), in one or more series, in the aggregate principal amount of not
exceeding $11,000,000 (the “Bonds”), through private sale which the Authority has determined to be most
advantageous; and

WHEREAS, the Authority represents to the State Budget and Control Board that the Bonds will be
sold by the Authority through private sale acceptable to the Authority;

NOW, THEREFORE, BE IT RESOLVED, by the State Budget and Control Board of the State
of South Carolina, as follows:

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

Section 2. In consequence of the foregoing, the proposal of the Authority to issue the Bonds
through private sale be and the same is hereby in all respects approved.

Section 3. This Resolution shall take effect immediately.



A RESOLUTION APPROVING THE ISSUANCE BY THE SOUTH CAROLINA
JOBS-ECONOMIC DEVELOPMENT AUTHORITY OF NOT EXCEEDING
$92,700,000 AGGREGATE PRINCIPAL AMOUNT ECONOMIC DEVELOPMENT
REVENUE BOND (USC DF ~ WEST CAMPUS, LLC PROJECT), PURSUANT TO
THE PROVISIONS OF SECTION 41-43-110 OF SOUTH CAROLINA CODE
ANNOTATED, TITLE 41, CHAPTER 43 (1976), AS AMENDED.

WHEREAS, the South Carolina Jobs-Economic Development Authority (the “Authority™) has
heretofore under and pursuant to the provisions of Section 41-43-110 of the Code of Laws of South Carolina
1976, as amended (the “Act”), requested approval by the State Budget and Control Board of the issuance by
the Authority pursuant to the Act of its Economic Development Revenue Bonds (USC DF — West Campus,
LLC Project), in one or more series, taxable or tax-exempt, in the aggregate principal amount of not
exceeding $92,700,000 (the “Bond™); and

WHEREAS, the Authority represents to the State Budget and Contro} Board that the Bonds will be
sold to a financial institution acceptable to the Autherity, as a private placement; and

NOW, THEREFORE, BE IT RESOLVED, by the State Budget and Control Board of the State
of South Carolina, as follows:

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

Section 2. In consequence of the foregoing, the proposal of the Authority to issue the Bonds
through private sale to a financial institution be and the same is hereby in all respects approved.

Section 3. This Resolution shall take effect immediately,



STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF June 17, 2014 ITEM NUMBER [

AGENCY: Public Employee Benefit Authority (PEBA)

SUBJECT. Approval of PEBA Policy Determination for the South Carolina Retirement
System (SCRS)

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

For the South Carolina Retirement System (“SCRS”) and the South Carolina Police Officers’
Retirement System (“PORS™), the rates for employee and employer contributions to those plans
are preliminarily set by a statutory schedule, but may be increased by the PEBA Board based
upon the results of the annual actuarial valuations of the plans. In particular, if the actuarial
valuation shows that the plans’ current contribution rates are insufficient to maintain a thirty-year
amortization period for the plans, the PEBA Board is required to increase the employee and
employer contribution rates in equal amounts to maintain an amortization period not exceeding
thirty years. See Sections 9-1-1085(A), (C), 9-1 1-225(A), (C) of the Code of Laws.

At the regular meeting of the PEBA Board of Directors on December 18, 2013, the PEBA Board
accepted as information the valuation prepared by the Board’s actuary, Gabriel Roeder Smith
(“GRS”), for SCRS as of July 1, 2013, and adopted the contribution rates recommended therein.
Specifically, because the valuation found that the cutrently scheduled SCRS contribution rates
were not sufficient to maintain an amortization period not exceeding thirty years for the plan, the
PEBA Board adopted the recommendation of the actuary that SCRS contribution rates be
increased under Section 9-1-1085(C) from the currently scheduled rates of 8.00% for employees
and 10.90% for employers to 8.16% for employees and 11.06% for employers for July 1, 2015, to
maintain a thirty-year amortization period for the plan.

BOARD ACTION REQUESTED:

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

Accordingly, pursuant to Section 9-4-45, the Budget and Control Board is asked to approve the
following adjustments in employer and employee contributions adopted by the PEBA Board for
the South Carolina Retirement System (“SCRS”) for the fiscal year beginning July 1, 2015, based
upon the actuarial valuation of the system as of July 1, 2013:

1. Increase SCRS employee contribution rate from 8.00% to 8.16% and the SCRS
employer contribution rate from 10.90% to 11.06%.

ATTACHMENTS: Agenda item worksheet; Minutes from the December 18, 2013 PEBA Board
Meeting; Summary of SCRS Actuarial Valuation as of July 1, 2013; Section 9-1-1085 of the
South Carolina Code of Laws; Projected Cost — SCRS Slide



BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

For meeting scheduled for: Regular Session

June 17, 2014

1. Submitted by:
(a) Agency: Public Employee Benefit Authority (“P EBA”
pio () /77

(b) Authorized Official Signature: L~ Travis J. Tuéfoer, Interim Director

2. Subject: Approval of PEBA Policy Determination for the South Carolina Retirement System
(“SCRS”)

3. Summary Background Information:

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

performed by the plans’ actuary.

For the South Carolina Retirement System (“SCRS”) and the South Carolina Police Officers’
Retirement System (“PORS”™), the rates for employee and employer contributions to those plans are
preliminarily set by a statutory schedule, but may be increased by the PEBA Board based upon the
results of the annual actuarial valuations of the plans. In particular, if the actuarial valuation shows
that the plans’ current contribution rates are insufficient to maintain a thirty-year amortization period
for the plans, the PEBA Board is required to increase the employee and employer contribution rates in
equal amounts to maintain an amortization period not exceeding thirty years. See Sections 9-1-
1085(A), (C), 9-11-225(A), (C) of the Code of Laws.

At the regular meeting of the PEBA Board of Directors on December 18, 2013, the PEBA Board
accepted as information the valuation prepared by the Board’s actuary, Gabriel Roeder Smith
(“GRS™), for SCRS as of July 1, 2013, and adopted the contribution rates recommended therein.
Specifically, because the valuation found that the currently scheduled SCRS contribution rates were
not sufficient to maintain an amortization period not exceeding thirty years for the plan, the PEBA
Board adopted the recommendation of the actuary that SCRS contribution rates be increased under
Section 9-1-1085(C) from the currently scheduled rates of 8.00% for employees and 10.90% for
employers to 8.16% for employees and 11.06% for employers for July 1, 2015, to maintain a thirty-
year amortization period for the plan.

4. What is Board asked to do?

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

Accordingly, pursuant to Section 9-4-45, the Budget and Control Board is asked to approve the
following adjustments in employer and employee contributions adopted by the PEBA Board for the
South Carolina Retirement System (“SCRS”) for the fiscal year beginning July 1, 2015, based upon



the actuarial valuation of the system as of July 1, 2013:

1. Increase SCRS employee contribution rate from 8.00% to 8.16% and the SCRS employer
contribution rate from 10.90% to 11.06%.

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

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

Authorized
Office Name Signature
7. Supporting Documents:
List those attached: List those not attached but

available:
* Minutes from the December 18, 2013 PEBA Board Meeting.
» Summary of SCRS Actuarial Valuation as of July 1, 2013.
= Section 9-1-1085 of the South Carolina Code of Laws.
« Projected Cost — SCRS Slide.



SC PUBLIC EMPLOYEE BENEFIT AUTHORITY
BOARD OF DIRECTORS

MINUTES [adopted 1/15/14]
Wednesday, December 18, 2013 ~ 1:00 p.m.

202 Arbor Lake Drive, Columbia SC, Main Conference Room 2nd Floor

Board Members Present:

Ms. Peggy Boykin (in person)
Mr. Frank Fusco (in person)
Mr. Steve Matthews (in person)
Vice Chairman Joe “Rocky” Pearce (in person)
Mr. Audie Penn (in person)
Mr. John Sowards (in person)
Mr. David Tigges (in person)
Mr. Steve Heisler (in person)
Ms. Stacy Kubu (in person
Sheriff Leon Lott (by phone)
Chairman Bjontegard (by phone for a portion of Executive Session)

Others present for all or a portion of the meeting:

David Avant, Lil Hayes, Stephen Van Camp, Justin Werner, Travis Turner, Matt Davis, Laura
Smoak, David Quiat, Sue Sadik, Colleen Clark, Phyllis Buie, Tammy Nichols, and Virginia
Wetzel from the South Carolina Public Employee Benefit Authority (PEBA); Donald Tudor,

Wayne Pruitt and Sam Griswald with the State Retirees Association; Daniel Brennan with the

SC State Treasurer’s Office; Jami Craig with TIAA CREF, Joe Mack (retiree), Robert Kniceley

with Prudential; Mike Madalena with Gabriel, Roeder, Smith & Company (GRS); Mike Shealy,
Jennifer Yacoubian, and Senator Hugh Leatherman with SC Senate Finance Committee;

William Kinney with Mullikin Law Firm; and Brooks Goodman with Blue Cross Blue Shield of

South Carolina; and Whitney Williams with Fred Allen and Associates.

I. Call to order

In Chairman Bjontegard’s absence, Vice Chairman, Rocky Pearce conducted the meeting,
called the meeting to order at 1:00 p.m. Mr. Penn gave the invocation. Ms. Hayes confirmed
meeting notice compliance with the Freedom of Information Act. Mr. Sowards moved to adopt

the agenda and Mr. Penn seconded. The agenda was unanimously approved.

II. Approval of minutes from the last meetings - November 20, 2013

Mr. Pearce asked for amendments to the November 20, 2013, meeting minutes. There being
no amendments, Mr. Sowards moved to adopt the minutes and Mr. Heisler seconded. The

Board minutes from November 20, 2013, were unanimously approved.

[II. Budget and Control Board - Chairman Hugh Leatherman

Mr. Pearce introduced Senator Hugh Leatherman, Chairman of the SC Senate Finance

Committee and member of the SC Budget and Contro! Board.

Chairman Letterman's remarks:

“Please allow me to begin my remarks by saying thank you for your service to the State
and most importantly your service to the retirees and active employees of our various
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SC PUBLIC EMPLOYEE BENEFIT AUTHORITY
BOARD OF DIRECTORS

MINUTES [adopted 1/15/14]

Wednesday, December 18, 2013 ~ 1:00 p.m.
202 Arbor Lake Drive, Columbtia SC, Main Conference Room 2nd Floor

systems. All of you know just how important your decisions are to the hundreds of
thousands of South Carolinians who receive retirement benefits or health insurance
coverage. Additionally, the active employee community pays close attention to your
actions since they too count on this Board to protect their present and future. Your
mission is truly important.

And thank you Rocky Pearce for filling in as the Chairman as Art Bjontegard could not
be here today. | was most pleased when Rocky accepted my invitation to appoint him to
the PEBA Board because of his background in the business of health care insurance.
Likewise, | would be remiss if | did not recognize Mr. Frank Fusco and Ms. Peggy
Boykin. Both of these Board members served with distinction as employees of the
Budget and Control Board.

My service as a member of the Budget and Control Board began in 2001, almost 13
years ago. | think that Peggy and Frank will agree with me that as the 2000's passed by,
it became increasingly difficult to make sound financial cdecisions and sound
humanitarian decisions regarding our retirement and health insurance systems in a
Budget and Control Board meeting setting. Now, that is not the fault of anyone. But, we
do now live in a political world with instant messaging, Twitter, Facebook, bloggers and
pundits whose attention span is in terms of seconds and minutes. Yet, the decisions you
now make regarding our retirement systems and employee health insurance systems
require the ability to think longer term, sometimes for a thirty year time horizon. And,
now you understand why it was necessary to create the Public Employee Benefit

Autharity.

The concept of a PEBA Board emerged from a subcommittee | appointed three years
ago. Senators Thomas Alexander, Greg Ryberg, Nikki Setzler, Phil Leventis, Darry!
Jackson and Danny Verdin began by holding hearings across the state and learning
about the needs of the retirement system and its employees. In short, they listened first,
asked questions second, and then developed a plan based on what they had learned.

The result of many long hours of legisiative deliberation resulted in the passage of
H4967, Act 278 of 2012. That act changes many of the elements of our retirement
systerns so that the Systems would survive and eventually thrive for the longer run. And
of course, the legislation created PEBA. Of all of the elements of this landmark piece of
legisiation, | am most proud that the General Assembly created seats at the table for
those who have the biggest stake in the success of PEBA. So, included on this Board is
a retiree of the SC Retirement Systems, an active SC Retirement Systems member, an
active member of the Police Officers Retirement System and a Public School District
employee. Lest you other seven feel left out, you are here for a very important reason

also - to represent the taxpayers.

| think you all know that | care very deeply for our public servants, and | believe we must
deliver on our promises regarding retirement benefits. But, as we move forward, |
expect health insurance matters will be the most difficult issues to address, not only
because of the Affordable Care Act, but because technology constantly increases our
longevity and improves the quality of our lives. Additionally, | am beginning to see a
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trend for health insurance systems to offer incentives for better health style choices
versus just purchasing medical procedures. [n the longer run, it is smarter to underwrite
exercise programs, better diets and screenings than to pay for catastrophic illnesses and
extended hospital care. These types of changes need much study, and decisions must
be based on hard data. And, | know this Board is up to that challenge.

I know that you are now in the midst of your search for a permanent Executive Director,
and this may well be the most important collective decision you make here at PEBA.
Both Bill Blume and David Avant served this Board very well in the role of interim
director, and both gentlemen deserve our thanks. My challenge to you is that you find
someone who is a sound manager, someone who is technologically savvy, and, above
all an effective leader. A professional leader will help you create a vision that can act as
a roadmap for your success as a Board. After you find that leader, the challenge before
you will be to think long term and strategically.

Why is this important?
Number One- We have all made a promise to our government employees and relirees

Number Two - A well run system of retirement benefits as well as health insurance
system will attract leaders to serve in our government in the future.

Number Three - We must attain these goals while considering the cost constraints of
public budgets.

So, in summary, thank you for your service on this Board that is at the heartbeat of our
state and local governments, that is, the people who choose to serve as our teachers,
policemen, prison guards, nurses, clerks, managers and all the rest.

Thank you again for the invitation to be with you today.”

The Board thanked Chairman Leatherman for coming to the meeting and offering his
comments.

IV. Committee Reports

A. Retirement Policy Committee

Mr. Sowards reported that the Retirement Committee met on December 4, 2013, and
reviewed the following agenda items:

ORP Quarterly Report [in notebook materials]
Mr. Sowards reported that the Committee reviewed the ORP third quarter report for 2013.
The Board received it as information.

Retirement Systems Valuations [in notebook materials]
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Mr. Sowards reported that the Committee received a detailed report from Gabriel Roeder
Smith & Company summarizing the actuarial valuations as of July 1, 2013, for SCRS,
PORS, JSRS, GARS, and SCNG.

Action

Mr. Sowards asked the Board to accept as information the valuation prepared by the
Board's actuary, Gabriel Roeder Smith ("GRS"),

For SCRS as of July 1, 2013, and APPROVE an increase in the employee contribution
from 8.00 % to 8.16% and the employer contribution from 10.90% to 11.06% for the

fiscal year beginning July 1, 2015.

For PORS as of July 1, 2013, and APPROVE an increase in the employee contribution
from 8.41% to 8.74% and the employer contribution from 13.41% to 13.74% for the fiscal
year beginning July 1, 2015.

For JSRS as of July 1, 2013, noting that the recommended employer contribution rate of
47.97% remains unchanged for the fiscal year beginning July 1, 2015.

For GARS as of July 1, 2013, and APPROVE an increase in the employer contribution
from $4.275 million to $4.501 million for the fiscal year beginning July 1, 2015,

For SCNG as of July 1, 2013, and APPROVE an increase in the employer contribution
from $4.586 million to $4.591 million for the fiscal year beginning July 1, 2014

The Board accepted each system's valuation and approved the associated contribution
increases.

It was noted by Mr. Sowards that JSRS's valuation did not result in any changes to
contribution rates for fiscal year beginning July 1, 2015. There was discussion as to
whether this notation should be provided to the Budget and Control Board. It was the will of

the Board to include this notation.

There was also discussion regarding the cumulative effects of smoothing, projected cost for
each system, and the funding ratios of each system.

Defined Contribution Unit Best Practices
Mr. Sowards reported that the Committee reviewed ORP best practice recommendations

from PEBA staff and PEBA's co-fiduciary, Summit Strategies Group. The Board received
this as information.
B. Finance, Administration, Audit and Compliance (FAAC) Committee

Mr. Matthews advised that the FAAC Committee met on December 3, 2013, and reviewed
the following agenda items:
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internal Auditor Charter [in notebook materials]

Action:
Mr. Matthews moved to approve the Internal Auditor's Charter as recommended by the

FAAC Committee. Mr. Pearce seconded. Unanimously approved.

Health Financial Statements Audit [in notebook materials]

Mr. Matthews reported that the Committee reviewed the Health Financial Statements Audits
for PEBA's Insurance Benefits, Retiree Health Insurance Trust Fund, and Long-Term
Disability Insurance Trust Fund. The Board received this as information.

Mr. Matthews advised the Committee discussed the following issues that will need to be
further reviewed by the Health Care Policy Committee: the acceleration of the completion of
the Health Insurance Dependent Audits and the 150% overfunded ratio of the Long Term
Disability Trust Fund.

Other Committee Updates:

2014 Legislation Request
Mr. Matthews reminded Board members to contact their appointers to sponsor the Board

approved 2014 legislative request.

V. 0Old Business

VI

VII.

Tobacco User Differential Study Update [in notebook material]
Mr. Avant reported that PEBA's actuarial consultant, Mike Madalena with Gabriel, Roeder,

Smith & Company (GRS), revised the initial Tobacco User Differential Study.

Action:

Mr. Sowards moved for the Board to accept the revised report to be publicized for the
required period of public comment prior to submitting to the General Assembly. Mr.
Matthews seconded. Unanimously approved.

New Business
There was no new business to be discussed.

Round Table Discussion

Director’s Report, David Avant:

Mr. Avant announced that he will not be pursuing the position of PEBA Executive Director, but
thanked the Board for allowing him to serve as the interim director. He assured the Board that
he leaves the agency in the professional and capable hands of PEBA's staff while they

conduct a search for a permanent director.
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Chairman’s Report:
Mr. Pearce advised that Chairman Bjontegard has asked all members to evaluate their
subcommittee assignment and prepare to rank their preferences in January 2014 in the event

that someone might want to change committee.

Executive Session Pursuant to S.C. Code of Laws 30-4-70 (1), (2), & (3)

At 1:50 p.m., upon a motion by Mr. Sowards and second by Mr. Matthews, the Board voted
unanimously to enter into executive session for the purpose of discussing personnel and
employment, receiving legal advice, and discussing security personnel or devices.

Open meeting resumed at 3:45 p.m. following Executive Session. Vice Chairman Pearce
announced that no action was taken by the Board while in Executive Session.

Adjournment
There being nothing further to discuss, Mr. Pearce adjourned the meeting at 3:46 p.m.
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SC Public Employee Benefit Authority
Board of Directors Meeting
202 Arbor Lake Drive, Columbia SC, 29223 ¢Main Conference Room

Wednesday, December 18,2013 - 1:00 P.M.

Agenda
1. Adoption of Proposed Agenda
2. Minutes of Previous Meeting: November 20, 2013

3. Budget & Control Board:
Chairman Hugh Leatherman, Senate Finance Committee

4. Committee Reports
a. Retirement Policy Committee
i. SC Retirement Systems Valuations

b. Finance, Administration, Audit & Compliance Committee
i. Internal Auditor Charter

5. 0ld Business
a. Tobacco User Differential Study

6. New Business
7. Round Table Discussion

8. Executive Session Pursuant to S.C. of Laws § 30-4-70 (1), (2), and (3)

NOTICE OF PUBLIC MEETING
This notice is given o meel the requirements of the $.C. Treedom of ITnformation Act and the Americans
with Disabilitics Act. Furthermore, this facilily is accessible to mdividuals with disabilines, ad spectal
accommodations will be provided il requested m advance,



SUMMARY OF 2013 VALUATION RESULTS




South Carolina Retirement System

(SCRS)

Executive Summary
(Dollar amounts expressed in thousands)

Valuation Date:

July 1, 2013 July 1,2012
Membership
* Number of
- Active Members 184,690 185,748
- TERI Members 8,516 6,785
- Retirees and Beneficiaries 119,180 115,142
- Inactive Members 156,231 154,073
- Total 468,617 461,748
* Projected payroll of active mcmbers $7434,820 $7356,231
* Projected payroll for all members, including
members in ORP, TERIL, and working retirees $9,435,881 $9,086,962
Contribution Rates'
» Employer contribution rate 11.06% 10.90%
* Member 8.16% 8.00%
Assets
* Market value $22,791,322 $21,536,908
« Actuarial value 25,753,068 25,540,749
¢ Return on market value 10.4% 0.4%
* Return on actuarial value 4.5% 15%
* Ratio of actuarial to market value of assets 113.0% 118.6%
* Extemal cash flow % -4.2% -4.3%
Actuarial Information
¢ Normal cost % 9.94% 10.05%
* Actuarial accrued liability (AAL) $41,196,062 $39,457,708
* Unfunded actuarial accrued liability (UAAL) 15,442,994 13,916,959
* Funded ratio 62.5% 64.7%
* Funding period (years) 30 29
Reconciliation of UAAL
* Beginning of Year UAAL $13,916,959 $12,406,787
- Interest on UAAL 1,043,772 930,509
- Amortization payment with interest (917,457) (583,194)
- Assumption/method changes 0 0
- Asset experience 740,436 1,000,960
-COLA 0 0
- Salary experience (28,062) (130,469)
- Other liability experience 687,346 292,366
- Legislative Changes 0 0
» End of Year UAAL $15,442,994 $13,916,959

! The contrbution rates determined by the 2013 valuation are established by Section 9-1-1085 of the South

Carolina Code and become effective for the fiscal year beginning July 1,2015. The employer contribution

rates shown above include the cost of incidental death benefits.

GRS




S.C. Code of Laws

SECTION 9-1-1085. Employer and employee contribution rates.

(A) As provided in Sections 9-1-1020 and 9-1-1050, the employer and employee contribution rates for the
system beginning in Fiscal Year 2012-2013, expressed as a percentage of earmable compensation, are as

follows:

Fiscal Year Employer Contribution Employee Contribution
2012-2013 10.60 7.00

2013-2014 10.60 7.50

2014-2015 and after 10.90 B.00

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

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

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

(D)(1) After June 30, 2015, if the most recent annual actuarial valuation of the system shows a ratio of the
actuarial value of system assets to the actuarial accrued liability of the system (the funded ratio) that is
equal to or greater than ninety percent, then the board, effective on the following July first, may decrease
the then current contribution rates upon making a finding that the decrease will not result in a funded ratio
of less than ninety percent. Any decrease in contribution rates must maintain the 2.9 percent differential
between employer and employee contribution rates provided pursuant to subsection (B) of this section.

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

HISTORY: 2012 Act No. 278, Pt 1, Section 2.B, eff July 1, 2012.

SECTION 9-8-140. Contributions of State to System.

The contributions of the State to the System shall be determined by the Board each year on the basis of
annual actuarial valuations of the System. Each year the Board shall certify to the State the amount of its

contribution due the System. The State's contributions shall be appropriated annually from the general
fund to the System and shall include such sums as are found necessary in order to create reserves in the



System sufficient to cover the cost of the allowances currently accruing under this chapter, to include a
contribution each year toward the cost of prior service credits and to cover any administrative expenses
which the Board may incur in the operation of the System.

The employer contribution shall be remitted to the System within thirty days after the beginning of each
fiscal year,

HISTORY: 1979 Act No. 150 Section 14.
SECTION 9-9-130. Contributions of State to Retirement System for members of General Assembly.

The contributions of the State to the System shall be determined by the Board each year on the basis of
annual actuarial valuations of the System.

Each year the Board shall certify to the State the amount of its contribution due the System. The State's
contributions shall be appropriated annually from the gencral fund to the System, and shall include such
sums as are found necessary in order to create reserves in the System sufficient (i) to cover the cost of the
allowances currently accruing under this chapter, (ii) to include a contribution, each year, toward the cost
of prior service credits, and (iii) to cover any administrative expenses which the Board may incur in the
operation of the System.

HISTORY: 1962 Code Section 61-283; 1966 (54) 2081.

SECTION 9-10-60. Eligibility; appropriation and use of funds,

(A) Notwithstanding any other provision of this chapter, a person who becomes a member of the National
Guard of South Carolina after June 30, 1993, is ineligible to receive the pension authorized by this

chapter.
(B) Persons with a break in service remain eligible for pension benefits under this chapter if the person

was a member of the National Guard of South Carolina before July 1, 1993,

(C) RESERVED

(D) The General Assembly annually shall appropriate sums sufficient to establish and mainlain the
National Guard Retirement System on a sound actuarial basis as determined by the board.

(E) Assets and funds of the National Guard Retirement System must be used to pay obligations to persons
entitled to receive benefits under this chapter and may not be diverted or used for any other purpose.

HISTORY: 2005 Act No. 155, Section 1, eff January 1, 2006; 2006 Act No. 264, Section 4, eff May 2,
2006; 2012 Act No. 278, Pt IV, Subpt 2, Section 52, eff July 1, 2012.

SECTION 9-11-225. Employer and employee contribution rates.

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

follows:

Fiscal Year Employer Contribution Employee Contribution
2012-2013 12.30 7.00

2013-2014 12.50 7.50

2014-2015 and efter 13.00 £.00



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

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

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

(D)(1) After June 30, 2015, if the most recent annual actuarial valuation of the system shows a ratio of the
actuarial valuc of system assets to the actuarial accrued liability of the system (the funded ratio) that is
equal to or greater than ninety percent, then the board, effective on the following July first, may decrease
the then current contribution rates upon making a finding that the decrease will not result in a funded ratio
of less than ninety percent. Any decrease in contribution rates must maintain the 5.0 percent differential
between employer and employee contribution rates provided pursuant to subsection (B) of this section.

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

HISTORY: 2012 Act No. 278, Pt I1l, Section 19.B, eff July 1, 2012,



@® p:ojccted Cost - SCRS

Actuarlal Actuarial
Covered Contributlon Rate Accrued  Value Unfunded  Funded Funding

July 2, Payroll Employer Memb Uabllity Assets Labiiity Ratla Perlod
(b)) 2 {3) {4) (5) (6) n (8) 9
2013 § 7435 10.60% 7.50% $41,196 525753 515,443 63% 30
014 7,721 10.90% 8.00% 42,253 25831 16422 61% 30
2015 8,077 11.06% 8.16% 43373 25914 17,459 60% 30
2016 8,401 11.22% 8.32% 44,545 25959 18,586 58% 30
2017 8,751 11.38% 8.48% 45760 25944 19,816 57% 30
018 9,110 11.55% 8.65% 47,003 26,908 20,095 57% 30
2019 9,481 11.73% 8.03% 48,268 27,933 20,34 58% 28
2020 9,753 11.73% 8,83% 49,550 29,026 20,54 59% 7
2021 10,033 1L73% 8.83% 50,842 30,151 20,691 53% %
2022 10,317 11.73% 8.03% 52,147 31,318 20829 60% 5
0z 13,832 11.73% 8.83% §9,102 37,756 21,346 64% 20
032 13,618 11.73% 8.83% 66,137 45346 20,791 69% 15
2037 15,768 11.73% 8.83% 73,289 54993 18276 7% 10
5

2042 18399  11.73% 883% 81,072 63522 12,550 85% 2
9 @

PEBA Comment: Please note that any rates shown for years after July 1, 2015,
are not rates based upon an actuarial valuation of the plans, but are simply
projections of what the rates would look like if all assumptions are met going
forward (including the statutorily-set assumption of a 7.5% rate of return on the
plan assets) and the existing deferred investment gains and losses are
recognized. These projected rates will change depending upon the plans’ actual
experience (e.g., if the rate of return on the plan assets exceeds 7.5%, then the
contribution rates may be lower than what is shown).




STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF June 17, 2014 ITEM NUMBER Jo

AGENCY: Public Employee Benefit Authority (PEBA)

SUBJECT: Approval of PEBA Policy Determination for the Retirement System for Members
of the General Assembly (GARS)

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

For the Retirement System for Members of the General Assembly (“GARS?), the employee
contribution rate is fixed by statute, and the PEBA Board is required to annually certify the
amount of contributions required from the State as an employer contribution to the plan based
upon the actuarial valuation of the plan. See Section 9-9-130 of the Code of Laws.

At the regular meeting of the PEBA Board of Directors on December 18, 2013, the PEBA Board
accepted as information the valuation prepared by the Board’s actuary, Gabriel Roeder Smith
(“GRS”), for GARS as of July 1, 2013, and adopted the employer contribution of $4.501 million
for the fiscal year beginning July 1, 2015, as recommended therein. This employer contribution
is shown as a lump-sum payment because, as a single-employer system with a highly predicable
salary base, the contribution is made as a lump-sum rather than as a percentage of covered
payroll, like SCRS or PORS. If this GARS employer contribution were reflected as a percentage
of covered GARS payroll, the employer contribution would be approximately 167.45% of
covered payroll.

BOARD ACTION REQUESTED:

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

Accordingly, pursuant to Section 9-4-45, the Budget and Control Board is asked to approve the
following adjustment in employet contributions adopted by the PEBA Board for the Retirement
System for Members of the General Assembly (“GARS”) for the fiscal year beginning July 1, 2015,
based upon the actuarial valuation of the system as of July 1, 2013:

1. Increase GARS employer contribution from $4.275 million to $4.501 million.

ATTACHMENTS:

Agenda item worksheet; Minutes from the December 18, 2013, PEBA Board Meeting; Summary
of GARS Actuarial Valuation as of July 1, 2013; Section 9-9-130 of the South Carolina Code of

Laws



BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

For meeting scheduled for: Regular Session

June 17, 2014

1. Submitted by:

(a) Agency: Public Employee Benefit Authority (“PEBA”)
(b) Authorized Official Signature: - al mes L. Tm( 1er, Intenm D1rcctor

2. Subject: Approval of PEBA Policy Determination for the Retirement System for Members of the
General Assembly (“GARS”)

3. Summary Background Information:

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

For the Retirement System for Members of the General Assembly (“GARS”), the employee
contribution rate is fixed by statute, and the PEBA Board is required to annually certify the amount of
contributions required from the State as an employer contribution to the plan based upon the actuarial
valuation of the plan. See Section 9-9-130 of the Code of Laws.

At the regular meeting of the PEBA Board of Directors on December 18, 2013, the PEBA Board
accepted as information the valuation prepared by the Board’s actuary, Gabriel Roeder Smith
(“GRS”), for GARS as of July 1, 2013, and adopted the employer contribution of $4.501 million for
the fiscal year beginning July 1, 2015, as recommended therein. This employer contribution is shown
as a lump-sum payment because, as a single-employer system with a highly predicable salary base,
the contribution is made as a lump-sum rather than as a percentage of covered payroll, like SCRS or
PORS. If this GARS employer contribution were reflected as a percentage of covered GARS payroll,
the employer contribution would be approximately 167.45% of covered payroll.

4. What is Board asked to do?

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

Accordingly, pursuant to Section 9-4-45, the Budget and Control Board is asked to approve the
following adjustment in employer contributions adopted by the PEBA Board for the Retirement
System for Members of the General Assembly (“GARS”) for the fiscal year beginning July 1, 2015,
based upon the actuarial valuation of the system as of July 1, 2013:

1. Increase GARS employer contribution from $4.275 million to $4.501 million.




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

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

Authorized
Office Name Signature
7. Supporting Documents:
List those attached: List those not attached but

available:
= Minutes from the December 18, 2013, PEBA Board Meeting.

= Summary of GARS Actuarial Valuation as of July 1, 2013.
= Section 9-9-130 of the South Carolina Code of Laws.



SC PUBLIC EMPLOYEE BENEFIT AUTHORITY
BOARD OF DIRECTORS

MINUTES [adopted 1/15/14]

Wednesday, December 18, 2013 - 1:00 p.m.
202 Arbor Lake Drive, Columbia SC, Main Conference Room 2nd Floor

Board Members Present:

Ms. Peggy Boykin (in person)
Mr. Frank Fusco (in person)
Mr. Steve Matthews (in person)
Vice Chairman Joe “Rocky” Pearce (in person)
Mr. Audie Penn (in person)
Mr. John Sowards (in person)
Mr. David Tigges (in persaon)
Mr. Steve Heisler (in person)
Ms. Stacy Kubu (in person
Sheriff Leon Lott (by phone)
Chairman Bjontegard (by phone for a portion of Executive Session)

Others present for all or a portion of the meeting:

David Avant, Lil Hayes, Stephen Van Camp, Justin Werner, Travis Turner, Matt Davis, Laura
Smoak, David Quiat, Sue Sadik, Colieen Clark, Phyllis Buie, Tammy Nichols, and Virginia
Wetzel from the South Carolina Public Employee Benefit Authority (PEBA); Donald Tudor,

Wayne Pruitt and Sam Griswald with the State Retirees Association; Danie! Brennan with the

SC State Treasurer's Office; Jami Craig with TIAA CREF, Joe Mack (retiree), Robert Kniceley

with Prudential; Mike Madalena with Gabriel, Roeder, Smith & Company (GRS); Mike Shealy,
Jennifer Yacoubian, and Senator Hugh Leatherman with SC Senate Finance Committee;

William Kinney with Mullikin Law Firm; and Brooks Goodman with Blue Cross Blue Shield of

South Carolina; and Whitney Williams with Fred Allen and Associates.

I. Call to order

In Chairman Bjontegard's absence, Vice Chairman, Rocky Pearce conducted the meeting,
called the meeting to order at 1:00 p.m. Mr. Penn gave the invocation. Ms. Hayes confirmed
meeting notice compliance with the Freedom of Information Act. Mr. Sowards moved to adopt

the agenda and Mr. Penn seconded. The agenda was unanimously approved.

II. Approval of minutes from the last meetings - November 20, 2013

Mr. Pearce asked for amendments to the November 20, 2013, meeting minutes. There being
no amendments, Mr. Sowards moved to adopt the minutes and Mr. Heisler seconded. The

Board minutes from November 20, 2013, were unanimously approved.

I1I. Budget and Control Board - Chairman Hugh Leatherman

Mr. Pearce introduced Senator Hugh Leatherman, Chairman of the SC Senate Finance

Committee and member of the SC Budget and Control Board.

Chairman Letterman’'s remarks:

“Please allow me to begin my remarks by saying thank you for your service to the State
and most importantly your service to the retirees and active employees of our various
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SC PUBLIC EMPLOYEE BENEFIT AUTHORITY
BOARD OF DIRECTORS

MINUTES [adopted 1/15/14]

Wednesday, December 18, 2013 - 1:00 p.m.
202 Arbor Lake Drive, Columbia SC, Main Conference Room 2nd Floor

systems. All of you know just how important your decisions are to the hundreds of
thousands of South Carolinians who receive retirement benefits or health insurance
coverage. Additionally, the active employee community pays close attention to your
actions since they too count on this Board to protect their present and future. Your
mission is truly important.

And thank you Rocky Pearce for filling in as the Chairman as Art Bjontegard could not
be here today. | was most pleased when Rocky accepted my invitation to appoint him to
the PEBA Board because of his background in the business of health care insurance.
Likewise, | would be remiss if | did not recognize Mr. Frank Fusco and Ms. Peggy
Boykin. Both of these Board members served with distinction as employees of the
Budget and Control Board.

My service as a member of the Budget and Control Board began in 2001, almost 13
years ago. | think that Peggy and Frank will agree with me that as the 2000's passed by,
it became increasingly difficult to make sound financial decisions and sound
humanitarian decisions regarding our retirement and health insurance systems in a
Budget and Control Board meeting setting. Now, that is not the fault of anyone. But, we
do now live in a political world with instant messaging, Twitter, Facebook, bloggers and
pundits whose attention span is in terms of seconds and minutes. Yet, the decisions you
now make regarding our retirement systems and employee health insurance systems
require the ability fo think longer term, sometimes for a thirty year lime horizon. And,
now you understand why it was necessary to create the Public Employee Benefit
Authority.

The concept of a PEBA Board emerged from a subcommittee | appointed three years
ago. Senators Thomas Alexander, Greg Ryberg, Nikki Setzler, Phil Leventis, Darryl
Jackson and Danny Verdin began by holding hearings across the state and learning
about the needs of the retirement system and its employees. In short, they listened firsl,
asked questions second, and then developed a plan based on what they had learned.

The result of many long hours of legislative deliberation resulted in the passage of
H4967, Act 278 of 2012. That act changes many of the elements of our retirement
systems so that the Systems would survive and eventually thrive for the longer run. And
of course, the legisiation created PEBA. Of all of the elements of this landmark piece of
legisiation, | am most proud that the General Assembly created seats at the table for
those who have the biggest stake in the success of PEBA. So, included on this Board is
a retiree of the SC Retirement Systems, an active SC Retirement Systems member, an
active member of the Police Officers Retirement System and a Public School District
employee. Lest you other seven feel left out, you are here for a very important reason
also --- to represent the taxpayers.

I think you all know that | care very deeply for our public servants, and | believe we must
deliver on our promises regarding retirement benefits. But, as we move forward, |
expect health insurance matters will be the most difficult issues to address, not only
because of the Affordable Care Act, but because technology constantly increases our
longevity and improves the quality of our lives. Additionally, | am beginning to see a
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202 Arbor Lake Drive, Columbia SC, Main Conference Room 2nd Floor

trend for health insurance systems to offer incentives for better health style choices
versus just purchasing medical procedures. In the longer run, it is smarter to underwrile
exercise programs, better diets and screenings than to pay for catastrophic ifinesses and
extended hospital care. These types of changes need much study, and decisions must
be based on hard data. And, | know this Board is up fo that challenge.

| know that you are now in the midst of your search for a permanent Executive Director,
and this may well be the most important collective decision you make here at PEBA.
Both Bill Blume and David Avant served this Board very well in the role of interim
director, and both gentlemen deserve our thanks. My challenge to you is that you find
someone who is a sound manager, someone who is technologically savvy, and, above
all an effective leader. A professional leader will help you create a vision that can act as
a roadmap for your success as a Board. After you find that leader, the challenge before

you will be to think long term and strategically.
Why is this important?
Number One- We have all made a promise to our government employees and retirees

Number Two - A well run system of retirement benefits as well as health insurance
system will attract leaders to serve in our government in the future.

Number Three - We must attain these goals while considering the cost constraints of
public budgets.

So, in summary, thank you for your service on this Board thal is at the heartbeat of our
state and local governments, that is, the people who choase to serve as our teachers,
policemen, prison guards, nurses, clerks, managers and all the rest.

Thank you again for the invitation to be with you today.”

The Board thanked Chairman Leatherman for coming to the meeting and offering his
comments.

[V. Committee Reports

A. Retirement Policy Committee

Mr. Sowards reported that the Retirement Committee met on December 4, 2013, and
reviewed the following agenda items:

ORP Quarterly Report [in notebook materials]
Mr. Sowards reported that the Committee reviewed the ORP third quarter report for 2013.
The Board received it as information.

Retirement Systems Valuations [in notebook materials]
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Mr. Sowards reported that the Committee received a detailed report from Gabriel Roeder
Smith & Company summarizing the actuarial valuations as of July 1, 2013, for SCRS,
PORS, JSRS, GARS, and SCNG.

Action

Mr. Sowards asked the Board to accept as information the valuation prepared by the
Board's actuary, Gabriel Roeder Smith (“GRS"),

For SCRS as of July 1, 2013, and APPROVE an increase in the employee contribution
from 8.00 % to 8.16% and the employer contribution from 10.90% to 11.06% for the
fiscal year beginning July 1, 2015.

For PORS as of July 1, 2013, and APPROVE an increase in the employee contribution
from 8.41% to 8.74% and the employer contribution from 13.41% to 13.74% for the fiscal
year beginning July 1, 2015.

For JSRS as of July 1, 2013, noting that the recommended employer contribution rate of
47.97% remains unchanged for the fiscal year beginning July 1, 2015.

For GARS as of July 1, 2013, and APPROVE an increase in the employer contribution
from $4.275 million to $4.501 million for the fiscal year beginning July 1, 2015.

For SCNG as of July 1, 2013, and APPROVE an increase in the employer contribution
from $4.586 million to $4.591 million for the fiscal year beginning July 1, 2014

The Board accepted each system’s valuation and approved the associated contribution
increases.

It was noted by Mr. Sowards that JSRS's valuation did not result in any changes to
contribution rates for fiscal year beginning July 1, 2015. There was discussion as to
whether this notation should be provided to the Budget and Control Board. It was the will of
the Board to inciude this notation.

There was also discussion regarding the cumulative effects of smoothing, projected cost for
each system, and the funding ratios of each system.

Defined Contribution Unit Best Practices
Mr. Sowards reported that the Committee reviewed ORP best practice recommendations
from PEBA staff and PEBA's co-fiduciary, Summit Strategies Group. The Board received

this as information.

B. Finance, Administration, Audit and Compliance (FAAC) Committee

Mr. Matthews advised that the FAAC Committee met on December 3, 2013, and reviewed
the following agenda items: ‘
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Internal Auditor Charter [in notebook materials]

Action:
Mr. Matthews moved to approve the Internal Auditor's Charter as recommended by the

FAAC Committee. Mr. Pearce seconded. Unanimously approved.

Health Financial Statements Audit [in notebook materials]

Mr. Matthews reported that the Committee reviewed the Health Financial Statements Audits
for PEBA's Insurance Benefits, Retiree Health Insurance Trust Fund, and Long-Term
Disability Insurance Trust Fund. The Board received this as information.

Mr. Matthews advised the Committee discussed the following issues that will need to be
further reviewed by the Health Care Policy Committee: the acceleration of the completion of
the Health Insurance Dependent Audits and the 150% overfunded ratio of the Long Term

Disability Trust Fund.
Other Committee Updates:
2014 Legislation Request

Mr. Matthews reminded Board members to contact their appointers to sponsor the Board
approved 2014 legislative request.

V. Old Business

Tobacco User Differential Study Update [in notebook material]
Mr. Avant reported that PEBA's actuarial consultant, Mike Madalena with Gabriel, Roeder,

Smith & Company (GRS), revised the initial Tobacco User Differential Study.

Action:
Mr. Sowards moved for the Board to accept the revised report to be publicized for the

required period of public comment prior to submitting to the General Assembly. Mr.
Matthews seconded. Unanimously approved.

V1. New Business

VIL

There was no new business to be discussed.

Round Table Discussion

Director’s Report, David Avant:
Mr. Avant announced that he will not be pursuing the position of PEBA Executive Director, but

thanked the Board for allowing him to serve as the interim director. He assured the Board that
he leaves the agency in the professional and capable hands of PEBA's staff while they

conduct a search for a permanent director.
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Chairman’s Report:

Mr. Pearce advised that Chairman Bjontegard has asked all members to evaluate their
subcommittee assignment and prepare to rank their preferences in January 2014 in the event
that someone might want to change committee.

VIII. Executive Session Pursuant to S.C. Code of Laws 30-4-70 (1), (2), & (3)

At 1:50 p.m., upon a motion by Mr. Sowards and second by Mr. Matthews, the Board voted
unanimously to enter into executive session for the purpose of discussing personnel and
employment, receiving legal advice, and discussing security personnel or devices.

Open meeting resumed at 3:45 p.m. following Executive Session. Vice Chairman Pearce
announced that no action was taken by the Board while in Executive Session.

IX. Adjournment
There being nothing further to discuss, Mr. Pearce adjourned the meeting at 3:46 p.m.
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SC Public Employee Benefit Authority
Board of Directors Meeting
202 Arbor Lake Drive, Columbia SC, 29223 *Main Conference Room

Wednesday, December 18,2013 - 1:00 P.M.

Agenda
1. Adoption of Proposed Agenda
2. Minutes of Previous Meeting: November 20, 2013

3. Budget & Control Board:
Chairman Hugh Leatherman, Senate Finance Committee

4. Committee Reports
a. Retirement Policy Committee
i. SC Retirement Systems Valuations

b. Finance, Administration, Audit & Compliance Committee
i. Internal Auditor Charter

5. Old Business
a. Tobacco User Differential Study

6. New Business
7. Round Table Discussion

8. Executive Session Pursuant to S.C. of Laws § 30-4-70 (1), (2), and (3)

NOTICE OF PUBLIC MEETING
This notice is given lo meet the requirements ol the S.C. Freedom of Infonmation Act and the Amencans
with Disabilitics Act Furthermore, this facility is aceessible to individuals with disabibtics, and special
accominodations will be provided if requested m advance,



SUMMARY OF 2013 VALUATION RESULTS



Retirement System for Members of the

General Assembly of the State of South Carolina

(GARS)

Executive Summary

(Dollar amounts expressed in thousands)

Valuation Date: July 1, 2013 July 1,2012
Membership
e Number of
- Active positions' 119 170
- Special contributors 14 18
- Retirces and bencficiaries 363 358
- Inactive members 42 33
- Total 538 579
¢ Projected payroll $2,688 $3,854
Contribution Requirement
¢ Member contribution rate 11.00% 11.00%
»  Employer contribution requirement’ $4,501 $4,275
Assets
¢ Market value $31,904 $31,431
s Actuarial value 38,033 39,233
¢ Return on market value 9.8% 0.4%
*  Return on actuarial value 3.6% 2.7%
* Ratio - actuarial value to market value 119.2% 124.8%
e External cash flow % -8.3% -10.2%
Actuarial Information
*  Normal cost % 21.26% 21.68%
s Actuarial accrued liability (AAL) $75,639 $74,332
e Unfunded actuarial accrued liability (UAAL) 37,606 35,099
*  Funded ratio 50.3% 52.8%
*  Funding period from the valuation date 14 years 15 years
Reconciliation of UAAL
*  Beginning of Year UAAL $35,099 $33,120
- Interest on UAAL 2,632 2,484
- Amortization payment with interest (2,723) (2,400)
- Assumption change 0 0
- Asset experience 1,532 1,950
- Liability experience 1,066 (55)
- Legislative changes 0 0
* End of Year UAAL $37,606 $35,099

! The membership count for 2012 includes filled and unfilled positions. The plan was closed to new
members after the 2012 general election,

% The contribution requirement determined by the July 1, 2013 actuarial valuation is subject to approval
and adoption by the Public Employee Benefit Authority before becoming effective for the fiscal year
beginning July 1, 2015.

GRS




S.C. Code of Laws

SECTION 9-1-1085. Employer and employee contribution rates.

(A) As provided in Sections 9-1-1020 and 9-1-1050, the employer and employee contribution rates for the
system beginning in Fiscal Year 2012-2013, expressed as a percentage of earnable compensation, are as

follows:

Fiscal Year Employer Contribution Employee Contribution
2012-2013 10.60 7.00

2013-2014 10.60 7.50

2014-2015 and after 10.90 8.00

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

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

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

(D)(1) After June 30, 2015, if the most recent annual actuarial valuation of the system shows a ratio of the
actuarial value of system assets to the actuarial accrued liability of the system (the funded ratio) that is
equal to or greater than ninety percent, then the board, effective on the following July first, may decrease
the then current contribution rates upon making a finding that the decrease will not result in a funded ratio
of less than ninety percent. Any decrease in contribution rates must maintain the 2.9 percent differential
between employer and employee contribution rates provided pursuant to subsection (B) of this section.

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

HISTORY: 2012 Act No. 278, Pt I, Section 2.B, eff July 1, 2012.

SECTION 9-8-140. Contributions of State to System.

The contributions of the State to the System shall be determined by the Board each year on the basis of
annual actuarial valuations of the System. Each year the Board shall certify to the State the amount of its

contribution due the System. The State's contributions shall be appropriated annually from the general
fund to the System and shall include such sums as are found necessary in order to create reserves in the



System sufficient to cover the cost of the allowances currently accruing under this chapter, to include a
contribution each year toward the cost of prior service credits and to cover any administrative expenses
which the Board may incur in the operation of the System.

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

HISTORY: 1979 Act No. 150 Section 14.
SECTION 9-9-130. Contributions of State to Retirement System for members of General Assembly.

The contributions of the State to the System shall be determined by the Board each year on the basis of
annual actuarial valuations of the System.

Each year the Board shall certify to the State the amount of its contribution due the System. The State's
contributions shall be appropriated annually from the general fund to the System, and shail include such
sums as are found necessary in order to create reserves in the System sufficient (i) to cover the cost of the
allowances currently accruing under this chapter, (ii) to include a contribution, each year, toward the cost
of prior service credits, and (iii) to cover any administrative expenses which the Board may incur in the
operation of the System.

HISTORY: 1962 Code Section 61-283; 1966 (54) 2081.

SECTION 9-10-60. Eligibility; appropriation and use of funds.

(A) Notwithstanding any other provision of this chapter, a person who becomes a member of the National
Guard of South Carolina after June 30, 1993, is ineligible to receive the pension authorized by this

chapter.
(B) Persons with a break in service remain eligible for pension benefits under this chapter if the person

was a member of the National Guard of South Carolina before July 1, 1993.

(C) RESERVED

(D) The General Assembly annually shall appropriate sums sufficient to establish and maintain the
National Guard Retirement System on a sound actuarial basis as determined by the board.

(E) Assets and funds of the National Guard Retirement System must be used to pay obligations to persons
entitled to receive benefits under this chapter and may not be diverted or used for any other purpose.

HISTORY: 2005 Act No. 155, Section 1, eff January 1, 2006; 2006 Act No. 264, Section 4, eff May 2,
2006; 2012 Act No. 278, Pt IV, Subpt 2, Section 52, eff July 1, 2012.

SECTION 9-11-225, Employer and employee contribution rates.

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

follows:

Fiscal Year Employer Contribution Employee Contribution
2012-2013 12.30 7.00

2013-2014 12.50 7.50

2014-2015 and after 13.00 8.00



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

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

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

(D)(1) After June 30, 2015, if the most recent annual actuarial valuation of the system shows a ratio of the
actuarial value of system assets to the actuarial accrued liability of the system (the funded ratio) that is
equal to or greater than ninety percent, then the board, effective on the following July first, may decrease
the then current contribution rates upon making a finding that the decrease will not result in a funded ratio
of less than ninety percent. Any decrease in contribution rates must maintain the 5.0 percent differential
between employer and employee contribution rates provided pursuant to subsection (B) of this section.
(2) If contribution rates are decreased pursuant to item (1) of this subsection and the most recent annual
actuarial valuation of the system shows a funded ratio of less than ninety percent, then effective on the
following July first, and annually thereafter as necessary, the board shall increase the then current
contribution rates as provided pursuant to subsection (B) of this section until a subsequent annual
actuarial valuation of the system shows a funded ratio that is equal to or greater than ninety percent.

HISTORY: 2012 Act No. 278, Pt III, Section 19.B, eff July 1, 2012.






STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF June 17, 2014 ITEM NUMBER _\ i

AGENCY: Public Employee Benefit Authority (PEBA)

SUBJECT: Actuarial Valuation of the Retirement System for Judges and Solicitors (JSRS)

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

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

At the regular meeting of the PEBA Board of Directors on December 18, 2013, the PEBA Board
accepted as information the valuation prepared by the Board’s actuary, Gabriel Roeder Smith
(“GRS™), for JSRS as of July 1, 2013. Because the valuation found that the currently scheduled
employer contribution rate of 47.97% was sufficient to satisfy the plan’s funding policy,
including maintaining an amortization period not exceeding thirty years for the plan, the PEBA
Board was not required to make an adjustment in the employer contribution rate for JSRS for
July 1, 2015

BOARD ACTION REQUESTED:

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

Because there was no adjustment in the employer contribution rate for JSRS for July 1, 2015,
from the previously approved rate, there is no action required by the Budget and Control Board
regarding that rate, and the actuarial valuation for JSRS as of July 1, 2013, is attached solely for
the Budget and Control Board’s information.

ATTACHMENTS:

Agenda item worksheet; Minutes from the December 18, 2013, PEBA Board Meeting; Summary
of JSRS Actuarial Valuation as of July 1, 2013; Section 9-8-140 of the South Carolina Code of

Laws



BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

For meeting scheduled for: Regular Session
June 17, 2014

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

(b) Authorized Official Signature:

mer, Interim Director

2. Subject: Actuarial Valuation of the Retirement System for Judges and Solicitors (“JSRS”)

3. Summary Background Information:

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

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

At the regular meeting of the PEBA Board of Directors on December 18, 2013, the PEBA Board
accepted as information the valuation prepared by the Board’s actuary, Gabriel Roeder Smith
(“GRS”), for JSRS as of July 1, 2013. Because the valuation found that the currently scheduled
employer contribution rate of 47.97% was sufficient to satisfy the plan’s funding policy, including
maintaining an amortization period not exceeding thirty years for the plan, the PEBA Board was not
required to make an adjustment in the employer contribution rate for JSRS for July 1, 2015.

4. What is Board asked to do?

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

Because there was no adjustment in the employer contribution rate for JSRS for July 1, 2015, from
the previously approved rate, there is no action required by the Budget and Control Board regarding
that rate, and the actuarial valuation for JSRS as of July 1, 2013, is attached solely for the Budget and
Control Board’s information,

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

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

Office Name Signature




7. Supporting Documents:

List those attached: List those not attached but
available:
* Minutes from the December 18, 2013, PEBA Board Meeting.
= Summary of JSRS Actuarial Valuation as of July 1, 2013.
« Section 9-8-140 of the South Carolina Code of Laws



SC PUBLIC EMPLOYEE BENEFIT AUTHORITY
BOARD OF DIRECTORS

MINUTES [adopted 1/15/14]

Wednesday, December 18, 2013 - 1:00 p.m.
202 Arbor Lake Drive, Columbia SC, Main Conference Room 2nd Floor

Board Members Present:

Ms. Peggy Boykin (in person)
Mr. Frank Fusco (in person)
Mr. Steve Matthews (in person)
Vice Chairman Joe “Rocky” Pearce (in person)
Mr. Audie Penn (in person)
Mr. John Sowards (in person)
Mr. David Tigges (in person)
Mr. Steve Heisler (in person)
Ms. Stacy Kubu (in person
Sheriff Leon Lott (by phone)
Chairman Bjontegard (by phone for a portion of Executive Session)

Others present for all or a portion of the meeting:

David Avant, Lil Hayes, Stephen Van Camp, Justin Werner, Travis Turner, Matt Davis, Laura
Smoak, David Quiat, Sue Sadik, Colleen Clark, Phyllis Buie, Tammy Nichols, and Virginia
Wetzel from the South Carolina Public Employee Benefit Authority (PEBA); Donald Tudor,

Wayne Pruitt and Sam Griswald with the State Retirees Association; Daniel Brennan with the

SC State Treasurer's Office; Jami Craig with TIAA CREF, Joe Mack (retiree), Robert Kniceley

with Prudential; Mike Madalena with Gabriel, Roeder, Smith & Company (GRS); Mike Shealy,
Jennifer Yacoubian, and Senator Hugh Leatherman with SC Senate Finance Committee;

William Kinney with Mullikin Law Firm; and Brooks Goodman with Blue Cross Blue Shield of

South Carolina; and Whitney Williams with Fred Allen and Associates.

I. Call to order

In Chairman Bjontegard’s absence, Vice Chairman, Rocky Pearce conducted the meeting,
called the meeting to order at 1:00 p.m. Mr. Penn gave the invocation. Ms. Hayes confirmed
meeting notice compliance with the Freedom of Information Act. Mr. Sowards moved to adopt

the agenda and Mr. Penn seconded. The agenda was unanimously approved.

II. Approval of minutes from the last meetings - November 20, 2013

Mr. Pearce asked for amendments to the November 20, 2013, meeting minutes. There being
no amendments, Mr. Sowards moved to adopt the minutes and Mr. Heisler seconded. The

Board minutes from November 20, 2013, were unanimously approved.

I1l. Budget and Control Board - Chairman Hugh Leatherman

Mr. Pearce introduced Senator Hugh Leatherman, Chairman of the SC Senate Finance

Committee and member of the SC Budget and Control Board.

Chairman Letterman's remarks:

“Please allow me to begin my remarks by saying thank you for your service to the State
and most importantly your service to the retirees and active employees of our various

Page 1 0f6



SC PUBLIC EMPLOYEE BENEFIT AUTHORITY
BOARD OF DIRECTORS

MINUTES [adopted 1/15/14]

Wednesday, December 18, 2013 - 1:00 p.m.
202 Arbor Lake Drive, Columbia SC, Main Conference Room 2nd Floor

systems. All of you know just how important your decisions are to the hundreds of
thousands of South Carolinians who receive retirement benefits or health insurance
coverage. Additionally, the active employee community pays close attention to your
actions since they too count on this Board fo protect their present and future. Your
mission is truly important.

And thank you Rocky Pearce for filling in as the Chairman as Art Bjontegard could not
be here today. | was most pleased when Rocky accepted my invitation to appoint him to
the PEBA Board because of his background in the business of health care insurance.
Likewise, | would be remiss if | did not recognize Mr. Frank Fusco and Ms. Peggy
Boykin. Both of these Board members served with distinction as employees of the

Budget and Control Board.

My service as a member of the Budget and Control Board began in 2001, almost 13
years ago. | think that Peggy and Frank will agree with me that as the 2000's passed by,
it became increasingly difficult to make sound financial decisions and sound
humanitarian decisions regarding our retirement and health insurance systems in a
Budget and Control Board meeting setting. Now, that is not the fault of anyone. But, we
do now live in a political world with instant messaging, Twitter, Facebook, bloggers and
pundits whose attention span is in terms of seconds and minutes. Yet, the decisions you
now make regarding our retirement systems and employee health insurance systems
require the ability to think longer term, sometimes for a thirty year time horizon. And,
now you understand why it was necessary to create the Public Employee Benefit

Authority.

The concept of a PEBA Board emerged from a subcommittee | appointed three years
ago. Senators Thomas Alexander, Greg Ryberg, Nikki Setzler, Phil Leventis, Darryl
Jackson and Danny Verdin began by holding hearings across the state and learning
about the needs of the retirement system and its employees. In short, they listened first,
asked questions second, and then developed a plan based on what they had learned.

The result of many long hours of legislative deliberation resulted in the passage of
H4967, Act 278 of 2012. That act changes many of the elements of our retirement
systems so that the Systems would survive and eventually thrive for the longer run. And
of course, the legislation created PEBA. Of all of the elements of this landmark piece of
legisiation, 1 am most proud that the General Assembly created seats at the table for
those who have the biggest stake in the success of PEBA. So, included on this Board is
a retiree of the SC Retirement Systems, an active SC Retirement Systems member, an
active member of the Police Officers Retirement System and a Public School District
employee. Lest you other seven feel left out, you are here for a very important reason

also --- to represent the taxpayers.

| think you all know that | care very deeply for our public servants, and | believe we must
deliver on our promises regarding retirement benefits. But, as we move forward, |
expect health insurance matters will be the most difficult issues to address, not only
because of the Affordable Care Act but because technology constantly increases our
longevity and improves the quality of our lives. Additionally, | am beginning to see a
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trend for health insurance systems to offer incentives for better health style choices
versus just purchasing medical procedures. In the longer run, it is smarter to underwrite
exercise programs, better diets and screenings than to pay for catastrophic illnesses and
extended hospital care. These types of changes need much study, and decisions must
be based on hard data. And, | know this Board is up to that challenge.

| know that you are now in the midst of your search for a permanent Executive Director,
and this may well be the most important collective decision you make here at PEBA.
Both Bill Blume and David Avant served this Board very well in the role of interim
director, and both gentlemen deserve our thanks. My challenge to you is that you find
someone who is a sound manager, someone who is technologically savvy, and, above
all an effective leader. A professional leader will help you create a vision that can act as
a roadmap for your success as a Board. After you find that leader, the challenge before

you will be to think long term and strategically.
Why is this important?
Number One- We have all made a promise to our government employees and retirees

Number Two - A well run system of retirement benefits as well as health insurance
system will attract leaders to serve in our government in the future.

Number Three - We must attain these goals while considering the cost constraints of
public budgets.

So, in summary, thank you for your service on this Board that is at the heartbeat of our
state and local governments, that is, the people who choose to serve as our teachers,
policemen, prison guards, nurses, clerks, managers and all the rest.

Thank you again for the invitation to be with you today.”

The Board thanked Chairman Leatherman for coming to the meeting and offering his
comments.

IV. Committee Reports

A. Retirement Policy Committee

Mr. Sowards reported that the Retirement Committee met on December 4, 2013, and
reviewed the following agenda items:

ORP Quarterly Report [in notebook materials]
Mr. Sowards reported that the Committee reviewed the ORP third quarter report for 2013.
The Board received it as information.

Retirement Systems Valuations [in notebook materials]
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Mr. Sowards reported that the Committee received a detailed report from Gabriel Roeder
Smith & Company summarizing the actuarial valuations as of July 1, 2013, for SCRS,
PORS, JSRS, GARS, and SCNG.

Action

Mr. Sowards asked the Board to accept as information the valuation prepared by the
Board's actuary, Gabriel Roeder Smith ("GRS"),

For SCRS as of July 1, 2013, and APPROVE an increase in the employee contribution
from 8.00 % to 8.16% and the employer contribution from 10.90% to 11,06% for the

fiscal year beginning July 1, 2015.

For PORS as of July 1, 2013, and APPROVE an increase in the employee contribution
from 8.41% to 8.74% and the employer contribution from 13.41% to 13.74% for the fiscal

year beginning July 1, 2015.

For JSRS as of July 1, 2013, noting that the recommended employer contribution rate of
47.97% remains unchanged for the fiscal year beginning July 1, 2015.

For GARS as of July 1, 2013, and APPROVE an increase in the employer contribution
from $4.275 million to $4.501 million for the fiscal year beginning July 1, 2015.

For SCNG as of July 1, 2013, and APPROVE an increase in the employer contribution
from $4.586 million to $4.591 million for the fiscal year beginning July 1, 2014

The Board accepted each system'’s valuation and approved the associated contribution
increases.

It was noted by Mr. Sowards that JSRS’s valuation did not result in any changes to
contribution rates for fiscal year beginning July 1, 2015. There was discussion as to
whether this notation should be provided to the Budget and Control Board. It was the will of

the Board to include this notation.

There was also discussion regarding the cumulative effects of smoothing, projected cost for
each system, and the funding ratios of each system.

Defined Contribution Unit Best Practices
Mr. Sowards reported that the Committee reviewed ORP best practice recommendations

from PEBA staff and PEBA’s co-fiduciary, Summit Strategies Group. The Board received
this as information.

B. Finance, Administration, Audit and Compliance (FAAC) Committee

Mr. Matthews advised that the FAAC Committee met on December 3, 2013, and reviewed
the following agenda items:
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Internal Auditor Charter [in notebook materials]

Action:
Mr. Matthews moved to approve the Internal Auditor's Charter as recommended by the

FAAC Committee. Mr. Pearce seconded. Unanimously approved.

Health Financial Statements Audit [in notebook materials]

Mr. Matthews reported that the Committee reviewed the Health Financial Statements Audits
for PEBA's Insurance Benefits, Retiree Health Insurance Trust Fund, and Long-Term
Disability Insurance Trust Fund. The Board received this as information.

Mr. Matthews advised the Committee discussed the following issues that will need to be
further reviewed by the Health Care Policy Committee: the acceleration of the completion of
the Health Insurance Dependent Audits and the 150% overfunded ratio of the Long Term

Disability Trust Fund.
Other Committee Updates:
2014 Legislation Reguest

Mr. Matthews reminded Board members to contact their appointers to sponsor the Board
approved 2014 legislative request.

V. 0Old Business

Tobacco User Differential Study Update [in notebook material]
Mr. Avant reported that PEBA's actuarial consultant, Mike Madalena with Gabriel, Roeder,

Smith & Company (GRS), revised the initial Tobacco User Differential Study.

Action:
Mr. Sowards moved for the Board to accept the revised report to be publicized for the

required period of public comment prior to submitting to the General Assembly. Mr.
Matthews seconded. Unanimously approved.

VI. New Business

VIIL

There was no new business to be discussed.

Round Table Discussion

Director’s Report, David Avant:

Mr. Avant announced that he will not be pursuing the position of PEBA Executive Director, but
thanked the Board for allowing him to serve as the interim director. He assured the Board that
he leaves the agency in the professional and capable hands of PEBA’s staff while they

conduct a search for a permanent director.
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Chairman’s Report:
Mr. Pearce advised that Chairman Bjontegard has asked all members to evaluate their

subcommittee assignment and prepare to rank their preferences in January 2014 in the event
that someone might want to change committee.

VIII. Executive Session Pursuant to S.C. Code of Laws 30-4-70 (1), (2), & (3)

At 1:50 p.m., upon a motion by Mr. Sowards and second by Mr. Matthews, the Board voted
unanimously to enter into executive session for the purpose of discussing personnel and
employment, receiving legal advice, and discussing security personnel or devices.

Open meeting resumed at 3:45 p.m. following Executive Session. Vice Chairman Pearce
announced that no action was taken by the Board while in Executive Session.

IX. Adjournment
There being nothing further to discuss, Mr. Pearce adjourned the meeting at 3:46 p.m.
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SC Public Employee Benefit Authority
Board of Directors Meeting

202 Arbor Lake Drive, Columbia SC, 29223 #*Main Conference Room

Wednesday, December 18,2013 - 1:00 P.M.

Agenda
1. Adoption of Proposed Agenda

2. Minutes of Previous Meeting: November 20, 2013

3. Budget & Control Board:
Chairman Hugh Leatherman, Senate Finance Committee

4. Committee Reports

a. Retirement Policy Committee
i. SC Retirement Systems Valuations
b. Finance, Administration, Audit & Compliance Committee

i. Internal Auditor Charter

5. Old Business
a. Tobacco User Differential Study

6. New Business
7. Round Table Discussion

8. Executive Session Pursuant to S.C. of Laws § 30-4-70 (1), (2), and (3)

NOTICE OF PUBLIC MEETING
This nolice is given o meet the requirements of the 8.C. Freedom ol Information AcCand the Americans
with Disabilitics Act, Furthermore, this facility is accessible Lo individuals with disabibities, and special
accommodations will be provided il requested i advance.



SUMMARY OF 2013 VALUATION RESULTS




Retirement System for Judges and Solicitors

(JSRS)

Executive Summary
(Dollar amounts expressed in thousands)

Valuation Date: July 1, 2013 July 1, 2012
Membership
¢ Number of
- Active members' 153 144
- Retirees and beneficiaries 183 183
- DROP and Retired-in-Place members 18 17
- Inactive members 2 3
- Total 338 330
¢ Projected payroll of active members $20.407 $19,221
Contribution Rates
*  Employer contribution rate 47.97% 47.97%
*  Member 10.00% 10.00%
Assets
»  Market value $131,278 $123,359
*  Actuarial value 147,648 145,604
*  Return on market value 10.3% 0.5%
* Return on actuarial value 4.6% 3.6%
* Ratio of actuarial to market value of assets 112.5% 118.0%
¢ Extemal cash flow % -3.6% -3.6%
Actuarial Information
*  Normal cost % 27.30% 27.28%
e Actuarial accrued liability (AAL) $256,988 $251.729
*  Unfunded actuarial accrued liability (UAAL) 109,340 106.125
*  Funded ratio 57.5% 57.8%
*  Funding period (years) 28 30
Reconciliation of UAAL
*  Beginning of Year UAAL $106,125 $98,587
- Interest on UAAL 7,959 7,394
- Amortization payment with interest (6,839) (5,699)
- Assumption/method changes 0 0
- Assct expericnce 4,093 5,561
-COLA (5,358) 0
- Salary experience 2 (2,216)
- Other liability experience 3,358 2,498
- Legislative Changes 0 0
¢ Endof Year UAAL $109,340 $106,125

' Active member counts include unfilled positions and members in DROP or Retired-in-Place.

? The contribution rate determined by the July 1, 2013 actuarial valuation is subject to approval and
adoption by the Public Employee Benefit Authority before becoming effective for the fiscal year beginning

July 1, 2015, The contribution rate includes the cost of incidental death benefits,

GRS




S.C. Code of Laws

SECTION 9-1-1085. Employer and employee contribution rates.

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

Fiscal Year Employer Contribution Employee Contribution
2012-2013 10.60 7.00
2013-2014 10.60 7.50
2014-2015 and after 10.90 8.00

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

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

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

(D)(1) After June 30, 2015, if the most recent annual actuarial valuation of the system shows a ratio of the
actuarial value of system assets to the actuarial accrued liability of the system (the funded ratio) that is
equal to or greater than ninety percent, then the board, effective on the following July first, may decrease
the then current contribution rates upon making a finding that the decrease will not result in a funded ratio
of less than ninety percent. Any decrease in contribution rates must maintain the 2.9 percent differential
between employer and employee contribution rates provided pursuant to subsection (B) of this section.

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

HISTORY: 2012 Act No. 278, Pt 1, Section 2.B, eff July 1, 2012,

SECTION 9-8-140. Contributions of State to System.

The contributions of the State to the System shall be determined by the Board each year on the basis of
annual actuarial valuations of the System, Each year the Board shall certify to the State the amount of its

contribution due the System. The State's contributions shall be appropriated annually from the general
fund to the System and shall include such sums as are found necessary in order to create reserves in the



System sufficient to cover the cost of the allowances currently accruing under this chapter, to include a
contribution each year toward the cost of prior service credits and to cover any administrative expenses
which the Board may incur in the operation of the System.

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

HISTORY: 1979 Act No. 150 Section 14.
SECTION 9-9-130. Contributions of State to Retirement System for members of General Assembly.

The contributions of the State to the System shall be determined by the Board each year on the basis of
annual actuarial valuations of the System.

Each year the Board shall certify to the State the amount of its contribution due the System. The State's
contributions shall be appropriated annually from the general fund to the System, and shall include such
sums as are found necessary in order to create reserves in the System sufficient (i) to cover the cost of the
allowances currently accruing under this chapter, (ii) to include a contribution, each year, toward the cost
of prior service credits, and (iii) to cover any administrative expenses which the Board may incur in the
operation of the System.

HISTORY: 1962 Code Section 61-283; 1966 (54) 2081.

SECTION 9-10-60. Eligibility; appropriation and use of funds.

(A) Notwithstanding any other provision of this chapter, a person who becomes a member of the National
Guard of South Carolina after June 30, 1993, is ineligible to receive the pension authorized by this
chapter.

(B) Persons with a break in service remain eligible for pension benefits under this chapter if the person
was a member of the National Guard of South Carolina before July 1, 1993.

(C) RESERVED

(D) The General Assembly annually shall appropriate sums sufficient to establish and maintain the
National Guard Retirement System on a sound actuarial basis as determined by the board.

(E) Assets and funds of the National Guard Retirement System must be used to pay obligations to persons
entitled to receive benefits under this chapter and may not be diverted or used for any other purpose.

HISTORY: 2005 Act No. 155, Section 1, eff January 1, 2006; 2006 Act No. 264, Section 4, eff May 2,
2006; 2012 Act No. 278, Pt IV, Subpt 2, Section 52, eff July 1, 2012.

SECTION 9-11-225. Employer and employee contribution rates,

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

follows:

Fiscal Year Employer Contribution Employee Contribution
2012-2013 12.30 7.00

2013-2014 12.50 7.50

2014-2015 and after 13.00 8.00



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

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

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

(D)(1) After June 30, 2015, if the most recent annual actuarial valuation of the system shows a ratio of the
actuarial value of system assets to the actuarial accrued liability of the system (the funded ratio) that is
equal to or greater than ninety percent, then the board, effective on the following July first, may decrease
the then current contribution rates upon making a finding that the decrease will not result in a funded ratio
of less than ninety percent. Any decrease in contribution rates must maintain the 5.0 percent differential
between employer and employee contribution rates provided pursuant to subsection (B) of this section.
(2) If contribution rates are decreased pursuant to item (1) of this subsection and the most recent annual
actuarial valuation of the system shows a funded ratio of less than ninety percent, then effective on the
following July first, and annually thereafter as necessary, the board shall increase the then current
contribution rates as provided pursuant to subsection (B) of this section until a subsequent annual
actuarial valuation of the system shows a funded ratio that is equal to or greater than ninety percent.

HISTORY: 2012 Act No. 278, Pt ITI, Section 19.B, eff July 1, 2012.



STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF June 17, 2014 ITEM NUMBER Ll[

AGENCY: Public Employee Benefit Authority (PEBA)

SUBJECT; Approval of PEBA Policy Determination for the South Carolina Police Officers’
Retirement System (PORS)

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

For the South Carolina Retirement System (“SCRS”) and the South Carolina Police Officers’
Retirement System (“PORS”), the rates for employee and employer contributions to those plans
are preliminarily set by a statutory schedule, but may be increased by the PEBA Board based
upon the results of the annual actuarial valuations of the plans. In particular, if the actuarial
valuation shows that the plans’ current contribution rates are insufficient to maintain a thirty-year
amortization period for the plans, the PEBA Board is required to increase the employee and
employer contribution rates in equal amounts to maintain an amortization period not exceeding
thirty years. See Sections 9-1-1085(A), (C), 9-11-225(A), (C) of the Code of Laws.

At the regular meeting of the PEBA Boatd of Directors on December 18, 2013, the PEBA Board
accepted as information the valuation prepared by the Board’s actuary, Gabriel Roeder Smith
(“GRS™), for PORS as of July 1, 2013, and adopted the contribution rates recommended therein.
Specifically, because the valuation found that the currently scheduled PORS contribution rates
were not sufficient to maintain an amortization period not exceeding thirty years for the plan, the
PEBA Board adopted the recommendation of the actuary that PORS contribution rates be
increased under Section 9-11-225(C) from the currently scheduled rates of 8.41% for employecs
and 13.41% for employers to 8.74% for employees and 13.74% for employers for July 1, 2015, to
maintain a thirty-year amortization period for the plan.

BOARD ACTION REQUESTED:

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

Accordingly, pursuant to Section 9-4-45, the Budget and Control Board is asked to approve the
following adjustments in employer and employee contributions adopted by the PEBA Board for
the South Carolina Police Officers’ Retirement System (“PORS”) for the fiscal year beginning
July 1, 2015, based upon the actuarial valuation of the system as of July 1, 2013:

1. Increase PORS employee contribution rate from 8.41% to 8.74% and the PORS
employer contribution rate from 13.41% to 13.74%.

ATTACHMENTS: Agenda item worksheet; Minutes from the December 18, 2013 PEBA Board
Meeting; Summary of PORS Actuarial Valuation as of July 1, 2013; Section 9-11-225 of the
South Carolina Code of Laws; Projected Cost — PORS Slide




BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

For meeting scheduled for: Regular Session

June 17, 2014

1. Submitted by:

(a) Agency: Public Employee Benefit Authority (“PEBA”)
o Noae § P
(b) Authorized Official Signature: P Travis J. 'luﬁ/ er, [I‘Ilu'l m Director

2. Subject: Approval of PEBA Policy Determination for the South Carolina Police Officers’
Retirement System (“PORS™)

3. Summary Background Information:

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

performed by the plans’ actuary.

For the South Carolina Retirement System (“SCRS”) and the South Carolina Police Officers’
Retirement System (“PORS”), the rates for employee and employer contributions to those plans are
preliminarily set by a statutory schedule, but may be increased by the PEBA Board based upon the
results of the annual actuarial valuations of the plans. In particular, if the actuarial valuation shows
that the plans’ current contribution rates are insufficient to maintain a thirty-year amortization period
for the plans, the PEBA Board is required to increase the employee and employer contribution rates in
equal amounts to maintain an amortization period not exceeding thirty years. See Sections 9-1-
1085(A), (C), 9-11-225(A), (C) of the Code of Laws.

At the regular meeting of the PEBA Board of Directors on December 18, 2013, the PEBA Board
accepted as information the valuation prepared by the Board’s actuary, Gabriel Rocder Smith
(“GRS”), for PORS as of July 1, 2013, and adopted thc contribution rates recommended therein.
Specifically, because the valuation found that the currently scheduled PORS contribution rates were
not sufficient to maintain an amortization period not exceeding thirty years for the plan, the PEBA
Board adopted the recommendation of the actuary that PORS contribution rates be increased under
Section 9-11-225(C) from the currently scheduled rates of 8.41% for employees and 13.41% for
employers to 8.74% for employees and 13.74% for employers for July 1, 2015, to maintain a thirty-
year amortization period for the plan.

4. What is Board asked to do?

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

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



2015, based upon the actuarial valuation of the system as of July 1, 2013:

1. Increase PORS employee contribution rate from 8.41% to 8.74% and the PORS employer
contribution rate from 13.41% to 13.74%.

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

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

Authorized
Office Name Signature
7. Supporting Documents:
List those attached: List those not attached but

available:
* Minutes from the December 18, 2013 PEBA Board Meeting.
= Summary of PORS Actuarial Valuation as of July 1, 2013.
= Section 9-11-225 of the South Carolina Code of Laws
= Projected Cost — PORS Slide.
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SC PUBLIC EMPLOYEE BENEFIT AUTHORITY
BOARD OF DIRECTORS

MINUTES [adopted 1/15/14]

Wednesday, December 18, 2013 - 1:00 p.m.
202 Arbor Lake Drive, Columbia SC, Main Conference Roamn 2nd Floor

Board Members Present:

Ms. Peggy Boykin (in person)
Mr. Frank Fusco (in person)
Mr. Steve Matthews (in person)
Vice Chairman Joe "Rocky” Pearce (in person)
Mr. Audie Penn (in person)
Mr. John Sowards (in person)
Mr. David Tigges (in person)
Mr. Steve Heisler (in person)
Ms. Stacy Kubu (in person
Sheriff Leon Lott (by phone)
Chairman Bjontegard (by phone for a portion of Executive Session)

Others present for all or a portion of the meeting:

David Avant, Lil Hayes, Stephen Van Camp, Justin Werner, Travis Turner, Matt Davis, Laura
Smoak, David Quiat, Sue Sadik, Colleen Clark, Phyllis Buie, Tammy Nichols, and Virginia
Wetzel from the South Carolina Public Employee Benefit Authority (PEBA); Donald Tudor,

Wayne Pruitt and Sam Griswald with the State Retirees Association; Daniel Brennan with the

SC State Treasurer's Office; Jami Craig with TIAA CREF, Joe Mack (retiree), Robert Kniceley

with Prudential; Mike Madalena with Gabrie!, Roeder, Smith & Company (GRS): Mike Shealy,
Jennifer Yacoubian, and Senator Hugh Leatherman with SC Senate Finance Committee:

William Kinney with Mullikin Law Firm; and Brooks Goodman with Blue Cross Blue Shield of

South Carolina; and Whitney Williams with Fred Allen and Associates.

Call to order

In Chairman Bjontegard’s absence, Vice Chairman, Rocky Pearce conducted the meeting,
called the meeting to order at 1:00 p.m. Mr. Penn gave the invocation. Ms. Hayes confirmed
meeting notice compliance with the Freedom of Information Act. Mr. Sowards moved to adopt
the agenda and Mr. Penn seconded. The agenda was unanimously approved.

Approval of minutes from the last meetings - November 20, 2013

Mr. Pearce asked for amendments to the November 20, 2013, meeting minutes. There being
no amendments, Mr. Sowards moved to adopt the minutes and Mr. Heisler seconded. The
Board minutes from November 20, 2013, were unanimously approved.

Budget and Control Board - Chairman Hugh Leatherman
Mr. Pearce introduced Senator Hugh Leatherman, Chairman of the SC Senate Finance
Committee and member of the SC Budget and Control Board.

Chairman Letterman's remarks:

"Please allow me to begin my remarks by saying thank you for your service to the State
and most importantly your service to the retirees and active employees of our various
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SC PUBLIC EMPLOYEE BENEFIT AUTHORITY
BOARD OF DIRECTORS

MINUTES [adopted 1/15/14]

Wednesday, December 18, 2013 - 1:00 p.m.
202 Arbor Lake Drive, Columbia SC, Main Conference Room 2ndf Floor

systems. All of you know just how important your decisions are to the hundreds of
thousands of South Carolinians who receive retirement benefits or health insurance
coverage. Additionally, the active employee community pays close attention to your
actions since they too count on this Board to protect their present and future. Your
mission is truly important.

And thank you Rocky Pearce for filling in as the Chairman as Art Bjontegard could not
be here today. | was most pleased when Rocky accepted my invitation to appoint him to
the PEBA Board because of his background in the business of health care insurance.
Likewise, | would be remiss if | did not recognize Mr. Frank Fusco and Ms. Peggy
Boykin. Both of these Board members served with distinction as employees of the
Budget and Control Board.

My service as a member of the Budget and Control Board began in 2001, almost 13
years ago. | think that Peggy and Frank will agree with me that as the 2000's passed by,
it became increasingly difficult to make sound financial decisions and sound
humanitarian decisions regarding our retirement and health insurance systems in a
Budget and Control Board meeting setting. Now, that is not the fault of anyone. But, we
do now live in a political world with instant messaging, Twitter, Facebook, bloggers and
pundits whose attention span is in terms of seconds and minutes. Yet, the decisions you
now make regarding our retirement systems and employee health insurance systems
require the ability to think longer term, sometimes for a thirty year time horizon And,
now you understand why it was necessary to create the Public Employee Benefil

Authority.

The concept of a PEBA Board emerged from a subcommittee | appointed three years
ago. Senators Thomas Alexander, Greg Ryberg, Nikki Setzler, Phil Leventis, Darryl
Jackson and Danny Verdin began by holding hearings across the state and learning
about the needs of the retirement system and its employees. In shorl, they listened first,
asked questions second, and then developed a plan based on what they had learned.

The result of many long hours of legisfative deliberation resulted in the passage of
H4967, Act 278 of 2012. That act changes many of the elements of our retirement
systems so that the Systems would survive and eventually thrive for the longer run. And
of course, the legisl/ation created PEBA. Of all of the elements of this landmark piece of
legisiation, | am most proud that the General Assembly created seats at the table for
those who have the biggest stake in the success of PEBA. So, included on this Board is
a retiree of the SC Retirement Systems, an active SC Retirement Systems member, an
active member of the Police Officers Retirement System and a Public School District
employee. Lest you other seven feel left out, you are here for a very important reason

also --- to represent the taxpayers.

I think you all know that | care very deeply for our public servants, and | believe we must
deliver on our promises regarding retirement benefits. But, as we move forward, |
expect health insurance matters will be the most difficult issues to address, not only
because of the Affordable Care Act, but because technology constantly increases our
longevity and improves the quality of our lives. Additionally, | am beginning to see a
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202 Arbor Lake Drive, Columhia SC, Main Lonfcu nce Room 2nd Floor

trend for health insurance systems to offer incentives for better health style choices
versus just purchasing medical procedures. In the longer run, it is smarter to underwrite
exercise programs, better diets and screenings than to pay for catastrophic ililnesses and
extended hospital care. These types of changes need much study, and decisions must
be based on hard data. And, | know this Board is up to that challenge.

| know that you are now in the midst of your search for a permanent Executive Director,
and this may well be the most important collective decision you make here at PEBA.
Both Bill Blume and David Avant served this Board very well in the role of interim
director, and both gentlemen deserve our thanks. My challenge to you is that you find
someone who is a sound manager, someone who is technologically savvy, and, above
all an effective leader. A professional leader will help you create a vision that can act as
a roadmap for your success as a Board. After you find that leader, the challenge before

you will be to think long term and strategically.
Why is this important?
Number One- We have all made a promise to our government employees and relirees

Number Two - A well run system of retirement benefits as well as health insurance
system will attract leaders to serve in our government in the future.

Number Three - We must attain these goals while considering the cost constraints of
public budgets.

So, in summary, thank you for your service on this Board that is at the heartbeat of our
state and local governments, that is, the people who choose to serve as our teachers,
policemen, prison guards, nurses, clerks, managers and all the rest.

Thank you again for the invitation to be with you today.”

The Board thanked Chairman Leatherman for coming to the meeting and offering his
comments.

IV. Committee Reports

A. Retirement Policy Committee

Mr. Sowards reported that the Retirement Committee met on December 4, 2013, and
reviewed the following agenda items:

ORP Quarterly Report [in notebook materials}
Mr. Sowards reported that the Committee reviewed the ORP third quarter report for 2013
The Board received it as information.

Retirement Systems Valuations [in notebook materials]
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Mr. Sowards reported that the Committee received a detailed report from Gabriel Roeder
Smith & Company summarizing the actuarial valuations as of July 1, 2013, for SCRS,
PORS, JSRS, GARS, and SCNG.

Action

Mr. Sowards asked the Board to accept as information the valuation prepared by the
Board's actuary, Gabriel Roeder Smith ("GRS"),

For SCRS as of July 1, 2013, and APPROVE an increase in the employee contribution
from 8.00 % to 8.16% and the employer contribution from 10.90% toc 11.06% for the
fiscal year beginning July 1, 2015,

For PORS as of July 1, 2013, and APPROVE an increase in the employee contribution
from 8.41% to 8.74% and the employer contribution from 13.41% to 13.74% for the fiscal

year beginning July 1, 2015.

For JSRS as of July 1, 2013, noting that the recommended employer contribution rate of
47.97% remains unchanged for the fiscal year beginning July 1, 2015.

For GARS as of July 1, 2013, and APPROVE an increase in the employer contribution
from $4.275 million to $4.501 million for the fiscal year beginning July 1, 2015.

For SCNG as of July 1, 2013, and APPROVE an increase in the employer contribution
from $4.586 million to $4.591 million for the fiscal year beginning July 1, 2014

The Board accepted each system’s valuation and approved the associated contribution
increases.

It was noted by Mr. Sowards that JSRS's valuation did not result in any changes to
contribution rates for fiscal year beginning July 1, 2015. There was discussion as to
whether this notation should be provided to the Budget and Control Board. It was the will of
the Board to include this notation.

There was also discussion regarding the cumulative effects of smoothing, projected cost for
each system, and the funding ratios of each system.

Defined Contribution Unit Best Practices
Mr. Sowards reported that the Committee reviewed ORP best practice recommendations

from PEBA staff and PEBA's co-fiduciary, Summit Strategies Group. The Board received
this as information.

B. Finance, Administration, Audit and Compliance (FAAC) Committee

Mr. Matthews advised that the FAAC Committee met on December 3, 2013, and reviewed
the following agenda items:
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Internal Auditor Charter [in notebook materials]

Action:
Mr. Matthews moved to approve the Internal Auditor's Charter as recommended by the
FAAC Committee. Mr. Pearce seconded. Unanimously approved.

Health Financial Statements Audit [in notebook materials]

Mr. Matthews reported that the Committee reviewed the Health Financial Statements Audits
for PEBA's Insurance Benefits, Retiree Health Insurance Trust Fund, and Long-Term
Disability Insurance Trust Fund. The Board received this as information.

Mr. Matthews advised the Committee discussed the following issues that will need to be
further reviewed by the Health Care Policy Committee: the acceleration of the completion of
the Health Insurance Dependent Audits and the 150% overfunded ratio of the Long Term
Disability Trust Fund.

Other Committee Updates:

2014 Legislation Request
Mr. Matthews reminded Board members to contact their appointers to sponsor the Board

approved 2014 legislative request.

V. 0ld Business

Tobacco User Differential Study Update [in notebook material]
Mr. Avant reported that PEBA’s actuarial consultant, Mike Madalena with Gabriel, Roeder,
Smith & Company (GRS), revised the initial Tobacco User Differential Study.

Action:
Mr. Sowards moved for the Board to accept the revised report to be publicized for the

required period of public comment prior to submitting to the General Assembly. Mr.
Matthews seconded. Unanimously approved.

V1. New Business

VIIL

There was no new business to be discussed

Round Table Discussion

Director’s Report, David Avant:

Mr. Avant announced that he will not be pursuing the position of PEBA Executive Director, but
thanked the Board for allowing him to serve as the interim director. He assured the Board that
he leaves the agency in the professional and capable hands of PEBA's staff while they

conduct a search for a permanent director.
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Chairman’s Report:
Mr. Pearce advised that Chairman Bjontegard has asked all members to evaluate their
subcommittee assignment and prepare to rank their preferences in January 2014 in the event

that someone might want to change committee.

Executive Session Pursuant to S.C. Code of Laws 30-4-70 (1), (2), & (3)

At 1:50 p.m., upon a motion by Mr. Sowards and second by Mr. Matthews, the Board voted
unanimously to enter into executive session for the purpose of discussing personnel and
employment, receiving legal advice, and discussing security personnel or devices.

Open meeting resumed at 3:45 p.m. following Executive Session. Vice Chairman Pearce
announced that no action was taken by the Board while in Executive Session.

Adjournment
There being nothing further to discuss, Mr. Pearce adjourned the meeting at 3:46 p.m.
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SC Public Employee Benefit Authority
Board of Directors Meeting

202 Arbor Lake Drive, Columbia SC, 29223 ¢Main Confercnce Room

Wednesday, December 18, 2013 - 1:00 P.M.

Agenda
1. Adoption of Proposed Agenda
2. Minutes of Previous Meeting: November 20, 2013

3. Budget & Control Board:
Chairman Hugh Leatherman, Senate Finance Committee

4. Committee Reports

a. Retirement Policy Committee
i. SC Retirement Systems Valuations

b. Finance, Administration, Audit & Compliance Committee
i. Internal Auditor Charter

5. Old Business
a. Tobacco User Differential Study

6. New Business

7. Round Table Discussion

8. Executive Session Pursuant to S.C. of Laws § 30-4-70 (1), (2), and (3)

NOTICE OF PUBLIC MEETING
This notice is given to meel the requirements of the 5.C. Freedom ol Information Act and the Americans
with Disabilities Act. Furthermore, this lacility is accessible (o individuals with disabilines, and special
accommodations will be provided il requested w advance,



SUMMARY OF 2013 VALUATION RESULTS




Police Officers Retirement System

(PORS)

Executive Summary

(Dollar amounts expressed in thousands)

Valuation Date:
July 1, 2013 July 1,2012
Membership
* Number of
- Active members 26,194 26,179
- Retirees and beneficiaries 15,617 14,653
- Inactive members 12,506 11,840
- Total 54,317 52,672
¢ Projected payroll of active members $1,033,189 $1,019,241
* Projected payroll for all active members,
including working retirees $1,141,888 $1,111,856
Contribution Rates'
* Employer contribution rate 13.74% 13.41%
e Member 8.74% 8.41%
Assety
* Market value $3,526,448 $3,269,990
* Actuarial value 3,922,041 3,808,934
* Return on market value 10.1% 0.4%
* Return on actuarial value 4.9% 3.9%
¢ Ratio - actuarial value to market value 111.2% 116.5%
¢ External cash flow % 2.1% -1.9%
Actuarial Information
* Normal cost % 14.48% 14.33%
» Actuarial accrued liability (AAL) $5,663,756 $5,357,492
* Unfunded actuarial accrued liability (UAAL) 1,741,715 1,548,558
¢ Funded ratio 69.2% 71.1%
* Funding period (years) 30 30
Reconciliation of UAAL
* Beginning of Year UAAL 1,548,558 $1,394,260
- Interest on UAAL 116,142 104,570
- Amortization payment with interest (98,108) (83,655)
- Assumption/method changes 0 0
- Asset experience 98,898 134,736
- COLA 0 0
- Salary experience 14,424 (35,038)
- Other liability experience 60,981 33,686
- Legislative Changes 820 0
* End of Ycar UAAL $1,741,715 $1,548,558

' The contribution rates determined by the 2013 valuation are established by Section 9-11-225 of the South
Carolina Code and become effective for the fiscal year beginning July 1,2015. The employer contribution
rates shown above include the cost for both the accidental and incidental death benefits.

GRS




S.C. Code of Laws

SECTION 9-1-1085. Employer and employee contribution rates.

(A) As provided in Sections 9-1-1020 and 9-1-1050, the employer and employee contribution rates for the
system beginning in Fiscal Year 2012-2013, expressed as a percentage of earnable compensation, are as

follows:

Fiscal Year Employer Contribution Employee Contribution
2012-2013 10.60 7.00

2013-2014 10.60 7.50

2014-2015 and after 10.90 8.00

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

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

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

(D)(1) After June 30, 2015, if the most recent annual actuarial valuation of the system shows a ratio of the
actuarial value of system assels to the actuarial accrued liability of the system (the funded ratio) that is
equal to or greater than ninety percent, then the board, effective on the following July first, may decrease
the then current contribution rates upon making a finding that the decrease will not result in a funded ratio
of less than ninety percent. Any decrease in contribution rates must maintain the 2.9 percent differential
between employer and employee contribution rates provided pursuant to subsection (B) of this section.
(2) If contribution rates are decreased pursuant to item (1) of this subseclion and the most recent annual
actuarial valuation of the system shows a funded ratio of less than ninety percent, then effective on the
following July first, and annually thereafter as necessary, the board shall increase the then current
contribution rates as provided pursuant to subsection (B) of this section until a subsequent annual
actuarial valuation of the system shows a funded ratio that is equal to or greater than ninety percent.

HISTORY: 2012 Act No. 278, Pt I, Section 2.B, eff July 1, 2012,

SECTION 9-8-140. Contributions of State to System.

The contributions of the State to the System shall be determined by the Board each year on the basis of
annual actuarial valuations of the System. Each year the Board shall certify to the State the amount of its

contribution due the System. The State's contributions shall be appropriated annually from the general
fund to the System and shall include such sums as are found necessary in order to create reserves in the



System sufficient to cover the cost of the allowances currently accruing under this chapter, to include a
contribution each year toward the cost of prior service credits and 1o cover any administrative expenses
which the Board may incur in the operation of the System.,

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

HISTORY: 1979 Act No. 150 Section 14.
SECTION 9-9-130. Contributions of State to Retirement System for members of General Assembly.

The contributions of the State to the System shall be determined by the Board each year on the basis of
annual actuarial valuations of the System.

Each year the Board shall certify to the State the amount of its contribution due the System. The State's
contributions shall be appropriated annually from the general fund to the System, and shall include such
sums as are found necessary in order to create reserves in the System sufficient (i) to cover the cost of the
allowances currently accruing under this chapter, (ii) to include a contribution, each year, toward the cost
of prior service credits, and (iii) to cover any administrative expenses which the Board may incur in the
operation of the System.

HISTORY: 1962 Code Section 61-283; 1966 (54) 2081,

SECTION 9-10-60. Eligibility; appropriation and use of funds.

(A) Notwithstanding any other provision of this chapter, a person who becomes a member of the National
Guard of South Carolina after June 30, 1993, is ineligible to receive the pension authorized by this
chapter.

(B) Persons with a break in service remain eligible for pension benefits under this chapter if the person
was a member of the National Guard of South Carolina before July 1, 1993.

(C) RESERVED

(D) The General Asscmbly annually shall appropriate sums sufficient to establish and maintain the
National Guard Retirement System on a sound actuarial basis as determined by the board.

(E) Assets and funds of the National Guard Retirement System must be used to pay obligations to persons
entitled to receive benefits under this chapter and may not be diverted or used for any other purpose.

HISTORY: 2005 Act No. 155, Section 1, eff January 1, 2006; 2006 Act No. 264, Section 4, eff May 2,
2006; 2012 Act No. 278, Pt IV, Subpt 2, Section 52, eff July 1, 2012.

SECTION 9-11-225. Employer and employee contribution rates.

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

Fiscal Year Employer Contribution Employee Contribution
2012-204i3 12.30 7.00
2013-2014 12.50 7.50

2014-2015 and afrer 13.00 8.00



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

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

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

(D)(1) After June 30, 2015, if the most recent annual actuarial valuation of the system shows a ratio of the
actuarial value of system assets to the actuarial accrued liability of the system (the funded ratio) that is
equal to or greater than ninety percent, then the board, effective on the following July first, may decrcase
the then current contribution rates upon making a finding that the decrease will not result in a funded ratio
of less than ninety percent. Any decrease in contribution rates must maintain the 5.0 percent differential
between employer and employee contribution rates provided pursuant to subsection (B) of this section.

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

HISTORY: 2012 Act No. 278, Pt III, Section 19.B, eff July 1, 2012.



@® rrojccted Cost - PORS

Actuarla) Actuarial
Covered Contribution Rate Accrued  Value Unfunded Fundad  Funding

July 1, Payrolt Employer Memb Usbility Assets _ Uabllity Ratio  Period
1) (2) (3 (4 (s) (6) n (8) (9)
2013 $ 1,033 12.84% 7.84% $ 5664 § 3922 § 1,742 69% 30
2014 1,062 13.41% 8.41% 5,900 4,018 1,882 68% 30
2015 1,104 13.74% 8.74% 6,147 4,120 2,027 67% 30
2016 1,146 13.89% 8.89% 6,402 4,224 2,178 66% 30
2017 1,191 14.01% 9.01% 6,667 4,325 2,42 65% 30
2018 1,238 14,16% 9.16% 6,939 4,560 2,379 66% b
2019 1,286 14.31% 9.31% 7,28 4,809 2,409 57% 7
2020 1,335 14.31% 9.31% 7,503 5,069 2,434 B8% 26
2021 1,387 14.31% 9.31% 1,794 5,340 2,454 69% 24
2022 1,432 14.31% 9.31% 8,092 5,622 %470 69% B3
2027 1,676 14.31% 9.31% 9,679 7,204 2,475 74% 17
2032 1,968 1.31% 9.31% 11,381 9,108 2,273 80% ¥ 3
2037 2,323 14.31% 9.31% 13,217 11,48t 1,736 87% 7
2

2092 2,765 13.00% 8.00m% 15,288 14,545 743 95% s
14 @

PEBA Comment: Please note that any rates shown for years after July 1, 2015,
are not rates based upon an actuarial valuation of the plans, but are simply
projections of what the rates would look like if all assumptions are met going
forward (including the statutorily-set assumption of a 7.5% rate of return on the
plan assets) and the existing deferred investment gains and losses are
recognized. These projected rates will change depending upon the plans’ actual
experience (e.g., if the rate of return on the plan assets exceeds 7.5%, then the
contribution rates may be lower than what is shown).




STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF June 17, 2014 ITEM NUMBER 9

AGENCY: Public Employee Benefit Authority (PEBA)

SUBJECT: Approval of PEBA Policy Determination for the National Guard Retirement
System (SCNG Plan)

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

For the National Guard Retirement System (“SCNG Plan”), which does not require employee
contributions, the PEBA Board is required to certify the amount of the appropriation required
from the State to maintain the plan on a sound actuarial basis as determined by the annual
actuarial valuation of the plan. See Section 9-10-60(D) of the Code of Laws.

At the regular meeting of the PEBA Board of Directors on December 18, 2013, the PEBA Board
accepted as information the valuation prepared by the Board’s actuary, Gabriel Roeder Smith
(“GRS”), for the SCNG Plan as of July 1, 2013, and adopted the employer contribution of $4.591
million for the fiscal year beginning July 1, 2014, as recommended therein. This employer
contribution is shown as a lump-sum payment, rather than as a percentage of covered payroll,
because the benefits payable under the SCNG Plan are not connected to payroll, but instead consist
of a set stipend based upon years of service alone. PEBA does not collect payroll information on
National Guard members, and would not be able to reflect the State employer contribution to the

SCNG plan as a percentage of covered payroll.

BOARD ACTION REQUESTED:

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

Accordingly, pursuant to Section 9-4-45, the Budget and Control Board is asked to approve the
following adjustment in employer contributions adopted by the PEBA Board for the National
Guard Retirement System (“SCNG Plan”) for the fiscal year beginning July 1, 2014, based upon
the actuarial valuation of the system as of July 1, 2013:

1. Increase the SCNG Plan employer contribution from $4.586 million to $4.591 million.

ATTACHMENTS:

Agenda item worksheet; Minutes from the December 18, 2013, PEBA Board Meeting; Summary
of SCNG Plan Actuarial Valuation as of July 1, 2013; Section 9-10-60(D) of the South Carolina

Code of Laws



BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

For meeting scheduled for: Regular Session

June 17, 2014

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

X\M» J/ /Qw-—«

(b) Authorized Official Signature: V iﬁ‘avis J. 'D%wl:. [nl!'t‘:ﬁm Director

2. Subject: Approval of PEBA Policy Determination for the National Guard Retirement System
(“SCNG Plan”)

3. Summary Background Information:

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

For the National Guard Retirement System (“SCNG Plan”), which does not require employee
contributions, the PEBA Board is required to certify the amount of the appropriation required from
the State to maintain the plan on a sound actuarial basis as determined by the annual actuarial
valuation of the plan. See Section 9-10-60(D) of the Code of Laws.

At the regular meeting of the PEBA Board of Directors on December 18, 2013, the PEBA Board
accepted as information the valuation prepared by the Board’s actuary, Gabriel Roeder Smith
(“GRS™), for the SCNG Plan as of July 1, 2013, and adopted the employer contribution of $4.591
million for the fiscal year beginning July 1, 2014, as recommended thercin. This employer
contribution is shown as a lump-sum payment, rather than as a percentage of covered payroll, because
the benefits payable under the SCNG Plan are not connected to payroll, but instead consist of a set
stipend based upon years of service alone. PEBA does not collect payroll information on National
Guard members, and would not be able to reflect the State employer contribution to the SCNG plan as

a percentage of covered payroll.

4. What is Board asked to do?

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

Accordingly, pursuant to Section 9-4-45, the Budget and Control Board is asked to approve the
following adjustment in employer contributions adopted by the PEBA Board for the National Guard
Retirement System (“SCNG Plan™) for the fiscal year beginning July 1, 2014, based upon the
actuarial valuation of the system as of July 1, 2013:

1. Increase the SCNG Plan employer contribution from $4.586 million to $4.591 million.



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

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

Authorized
Office Name Signature
7. Supporting Documents:
List those attached: List those not attached but

available:

= Minutes from the December 18, 2013, PEBA Board Meeting.
= Summary of SCNG Plan Actuarial Valuation as of July 1, 2013.
= Section 9-10-60(D) of the South Carolina Code of Laws.



SC PUBLIC EMPLOYEE BENEFIT AUTHORITY
BOARD OF DIRECTORS

MINUTES [adopted 1/15/14]
Wednesday, December 18, 2013 - 1:00 p.m.

202 Arbor Lake Drive, Columbia SC, Main Conference Room 2nd Floor

Board Members Present:

Ms. Peggy Boykin (in person)
Mr. Frank Fusco (in person)
Mr. Steve Matthews (in person)
Vice Chairman Joe “"Rocky” Pearce (in person)
Mr. Audie Penn (in person)
Mr. John Sowards (in person)
Mr. David Tigges (in person)
Mr. Steve Heisler (in person)
Ms. Stacy Kubu (in person
Sheriff Leon Lott (by phone)
Chairman Bjontegard (by phone for a portion of Executive Session)

Others present for all or a portion of the meeting:

David Avant, Lil Hayes, Stephen Van Camp, Justin Werner, Travis Turner, Matt Davis, Laura
Smoak, David Quiat, Sue Sadik, Colleen Clark, Phyllis Buie, Tammy Nichols, and Virginia
Wetzel from the South Carolina Public Employee Benefit Authority (PEBA); Donald Tudor,

Wayne Pruitt and Sam Griswald with the State Retirees Association; Daniel Brennan with the

SC State Treasurer's Office; Jami Craig with TIAA CREF, Joe Mack (retiree), Robert Kniceley

with Prudential; Mike Madalena with Gabriel, Roeder, Smith & Company (GRS); Mike Shealy,
Jennifer Yacoubian, and Senator Hugh Leatherman with SC Senate Finance Committee;

William Kinney with Mullikin Law Firm; and Brooks Goodman with Blue Cross Blue Shield of

South Carolina; and Whitney Williams with Fred Allen and Associates.

I. Call toorder

in Chairman Bjontegard's absence, Vice Chairman, Rocky Pearce conducted the meeting,
called the meeting to order at 1:00 p.m. Mr. Penn gave the invocation. Ms. Hayes confirmed
meeting notice compliance with the Freedom of Information Act. Mr. Sowards moved to adopt

the agenda and Mr. Penn seconded. The agenda was unanimously approved.

II. Approval of minutes from the last meetings - November 20, 2013

Mr. Pearce asked for amendments to the November 20, 2013, meeting minutes. There being
no amendments, Mr. Sowards moved to adopt the minutes and Mr. Heisler seconded. The

Board minutes from November 20, 2013, were unanimously approved.

III. Budget and Control Board - Chairman Hugh Leatherman

Mr. Pearce introduced Senator Hugh Leatherman, Chairman of the SC Senate Finance

Committee and member of the SC Budget and Control Board.

Chairman Letterman’s remarks

“Please allow me to begin my remarks by saying thank you for your service to the State
and most importantly your service to the retirees and active employees of our various
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SC PUBLIC EMPLOYEE BENEFIT AUTHORITY
BOARD OF DIRECTORS

MINUTES [adopted 1/15/14]

Wednesday, December 18, 2013 ~ 1:00 p.m.
202 Arbor Lake Drive, Columbia SC, Main Conference Room 2nd Floor

systems. All of you know just how important your decisions are to the hundreds of
thousands of South Carolinians who receive retirement benefits or health insurance
coverage. Additionally, the active employee community pays close attention to your
actions since they too count on this Board to protect their present and future. Your
mission is truly important.

And thank you Rocky Pearce for filling in as the Chairman as Art Bjontegard could not
be here today. | was most pleased when Rocky accepted my invitation to appoint him to
the PEBA Board because of his background in the business of health care insurance.
Likewise, | would be remiss if | did not recognize Mr. Frank Fusco and Ms. Peggy
Boykin. Both of these Board members served with distinction as employees of the
Budget and Control Board.

My service as a member of the Budget and Control Board began in 2001, almost 13
years ago. | think that Peqgy and Frank will agree with me that as the 2000's passed by,
it became increasingly difficult to make sound financial decisions and sound
humanitarian decisions regarding our retirement and health insurance systems in a
Budget and Control Board meeting setting. Now, that is not the fault of anyone. But, we
do now live in a political world with instant messaging, Twitter, Facebook, bloggers and
pundits whose attention span is in terms of seconds and minutes. Yet, the decisions you
now make regarding our retirement systems and employee health insurance systems
require the ability to think longer term, sometimes for a thirty year time horizon. And,
now you understand why it was necessary to create the Public Employee Benefit

Authority.

The concept of a PEBA Board emerged from a subcommiltee | appointed three years
ago. Senators Thomas Alexander, Greg Ryberg, Nikki Setzler, Phil Leventis, Darryl
Jackson and Danny Verdin began by holding hearings across the state and learning
about the needs of the retirement system and its employees. In shont, they listened first,
asked questions second, and then developed a plan based on what they had learned.

The result of many long hours of legisiative deliberation resulted in the passage of
H4967, Act 278 of 2012, That act changes many of the elements of our retirement
systems so that the Systems would survive and eventually thrive for the longer run. And
of course, the legislation created PEBA. Of all of the elements of this landmark piece of
legislation, | am mast proud that the General Assembly created seats at the table for
those who have the biggest stake in the success of PEBA. So, included on this Board is
a retiree of the SC Retirement Systems, an active SC Retirement Systems member, an
active member of the Police Officers Retirement System and a Public School District
employee. Lest you other seven feel left out, you are here for a very important reason

also - to represent the taxpayers.

| think you all know that | care very deeply for our public servants, and | believe we must
deliver on our promises regarding retirement benefits. But, as we move forward, |
expect health insurance matters will be the most difficult issues to address, not only
because of the Affordable Care Act, but because technology constantly increases our
longevity and improves the quality of our lives. Additionally, | am beginning to see a
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202 Arbor Lake Drive, Columbia SC, Main Conference Room 2nd Floor

trend for health insurance systems to offer incentives for better health style choices
versus just purchasing medical procedures. In the longer run, it is smarter to underwrite
exercise programs, better diets and screenings than to pay for catastrophic illnesses and
extended hospital care. These types of changes need much study, and decisions must
be based on hard data. And, | know this Board is up to that challenge.

| know that you are now in the midst of your search for a permanent Executive Director,
and this may well be the most important collective decision you make here at PEBA.
Both Bill Blume and David Avant served this Board very well in the role of interim
director, and both gentlemen deserve our thanks. My challenge to you is that you find
someone who is a sound manager, someone who is technologically savvy, and, above
all an effective leader. A professional leader will help you create a vision that can act as
a roadmap for your success as a Board. After you find that leader, the challenge before

you will be to think long term and strategically.
Why is this important?
Number One- We have all made a promise to our government employees and retirees

Number Two - A well run system of retirement benefits as well as health insurance
system will attract leaders to serve in our government in the future.

Number Three - We must attain these goals while considering the cost constraints of
public budgets.

So, in summary, thank you for your service on this Board that is at the heartbeat of our
state and local governments, that is, the people who choose to serve as our teachers,
policemen, prison guards, nurses, clerks, managers and all the rest.

Thank you again for the invitation to be with you today.”

The Board thanked Chairman Leatherman for coming to the meeting and offering his
comments.

IV. Committee Reports

A. Retirement Policy Committee

Mr. Sowards reported that the Retirement Committee met on December 4, 2013, and
reviewed the following agenda items:

ORP Quarterly Report [in notebook materials]
Mr. Sowards reported that the Committee reviewed the ORP third quarter report for 2013.
The Board received it as information.

Retirement Systems Valuations [in notebook materials]
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Mr. Sowards reported that the Committee received a detailed report from Gabriel Roeder
Smith & Company summarizing the actuarial valuations as of July 1, 2013, for SCRS,
PORS, JSRS, GARS, and SCNG.

Action

Mr. Sowards asked the Board to accept as information the valuation prepared by the
Board's actuary, Gabriel Roeder Smith (“GRS"),

For SCRS as of July 1, 2013, and APPROVE an increase in the empioyee contribution
from 8.00 % to 8.16% and the employer contribution from 10.90% to 11.06% for the
fiscal year beginning July 1, 2015.

For PORS as of July 1, 2013, and APPROVE an increase in the employee contribution
from 8.41% to 8.74% and the employer contribution from 13.41% to 13.74% for the fiscal

year beginning July 1, 2015.

For JSRS as of July 1, 2013, noting that the recommended employer contribution rate of
47.97% remains unchanged for the fiscal year beginning July 1, 2015.

For GARS as of July 1, 2013, and APPROVE an increase in the employer contribution
from $4.275 million to $4.501 million for the fiscal year beginning July 1, 2015.

For SCNG as of July 1, 2013, and APPROVE an increase in the employer contribution
from $4.586 million to $4.591 million for the fiscal year beginning July 1, 2014

The Board accepted each system's valuation and approved the associated contribution
increases.

It was noted by Mr. Sowards that JSRS’s valuation did not result in any changes to
contribution rates for fiscal year beginning July 1, 2015. There was discussion as to
whether this notation shoulid be provided to the Budget and Control Board. It was the will of
the Board to inciude this notation.

There was also discussion regarding the cumulative effects of smoothing, projected cost for
each system, and the funding ratios of each system.

Defined Contribution Unit Best Practices
Mr. Sowards reported that the Committee reviewed ORP best practice recommendations

from PEBA staff and PEBA’s co-fiduciary, Summit Strategies Group. The Board received
this as information.

B. Finance, Administration, Audit and Compliance (FAAC) Committee

Mr. Matthews advised that the FAAC Committee met on December 3, 2013, and reviewed
the following agenda items:
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Internal Auditor Charter [in notebook materials]

Action:
Mr. Matthews moved to approve the Internal Auditor's Charter as recommended by the

FAAC Committee. Mr. Pearce seconded. Unanimously approved.

Health Financial Statements Audit [in notebook materials]

Mr. Matthews reported that the Committee reviewed the Health Financial Statements Audits
for PEBA’'s Insurance Benefits, Retiree Health Insurance Trust Fund, and Long-Term
Disability Insurance Trust Fund. The Board received this as information.

Mr. Matthews advised the Committee discussed the following issues that will need to be
further reviewed by the Health Care Policy Committee: the acceleration of the completion of
the Health Insurance Dependent Audits and the 150% overfunded ratio of the Long Term
Disability Trust Fund.

Other Committee Updates:
2014 Legislation Reguest

Mr. Matthews reminded Board members to contact their appointers to sponsor the Board
approved 2014 Iegislative request.

V. 0Old Business

Tobacco User Differential Study Update [in notebook material]
Mr. Avant reported that PEBA's actuarial consultant, Mike Madalena with Gabriel, Roeder,

Smith & Company (GRS), revised the initial Tobacco User Differential Study.

Action:

Mr. Sowards moved for the Board to accept the revised report to be publicized for the
required period of public comment prior to submitting to the General Assembly. Mr.

Matthews seconded. Unanimously approved.

V1. New Business

VIL

There was no new business to be discussed

Round Table Discussion

Director’s Report, David Avant:

Mr. Avant announced that he will not be pursuing the position of PEBA Executive Director, but
thanked the Board for allowing him to serve as the interim director. He assured the Board that
he leaves the agency in the professional and capable hands of PEBA's staff while they

conduct a search for a permanent director.
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Chairman’s Report:

Mr. Pearce advised that Chairman Bjontegard has asked all members to evaluate their
subcommittee assignment and prepare to rank their preferences in January 2014 in the event
that someone might want to change committee.

Executive Session Pursuant to S.C. Code of Laws 30-4-70 (1), (2), & (3)

At 1:50 p.m., upon a motion by Mr. Sowards and second by Mr. Matthews, the Board voted
unanimously to enter into executive session for the purpose of discussing personnel and
employment, receiving legal advice, and discussing security personnel or devices.

Open meeting resumed at 3:45 p.m. following Executive Session. Vice Chairman Pearce
announced that no action was taken by the Board while in Executive Session.

Adjournment
There being nothing further to discuss, Mr. Pearce adjourned the meeting at 3:46 p.m.
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SC Public Employee Benefit Authority
Board of Directors Meeting

202 Arbor Lake Drive, Columbia SC, 29223 ¢*Main Conference Room

Wednesday, December 18, 2013 - 1:00 P.M.

Agenda
1. Adoption of Proposed Agenda
2. Minutes of Previous Meeting: November 20, 2013

3. Budget & Control Board:
Chairman Hugh Leatherman, Senate Finance Committee

4. Committee Reports
a. Retirement Policy Committee
i. SC Retirement Systems Valuations

b. Finance, Administration, Audit & Compliance Committee
i. Internal Auditor Charter

5. Old Business
a. Tobacco User Differential Study

6. New Business

7. Round Table Discussion

8. Executive Session Pursuant to S.C. of Laws § 30-4-70 (1), (2), and (3)

NOTICE OF PUBLIC MEETING
This notice is given Lo meel the requirements of the 5.C. Freedom ol Infortnation Act and the Americans
with Disabilities Act. Furthermore, this facility is accessible o mdividuals with chsabilities, and spectal
accommodations will be provided il requested i advance.



SUMMARY OF 2013 VALUATION RESULTS




South Carolina National Guard Supplemental

Retirement Plan

(SCNG)

Executive Summary

(Doliar amounts expressed in thousands)

Valuation Date; July 1, 2013 July 1, 2012
Membership
¢ Number of
- Active Members 11,997 12,041
- Retirees and Beneficiaries 4,541 4419
- Inactive Members 2,292 2,484
- Total 18,830 18,944
GASB No. 25 Annual Required Contribution
e Member $0 $0
+  Employer contribution' $4,591 $4.586
Assets
*  Market value $19424 $17.417
e Actuarial value 22,208 20,814
*  Return on market value 9.4% 0.4%
*  Return on actuarial value 5.0% 4.4%
* Ratio - actuarial value to market value 114.3% 119.5%
e External cash flow % 1.9% -0.7%
Actuarial Information
¢ Normal cost $679 $686
¢ Actuarial accrued liability (AAL) 61,576 60,942
¢ Unfunded actuarial accrued liability (UAAL) 39,368 40,128
*  Funded ratio 36.1% 34.2%
*  Amortization period (blended) 19 20
Reconciliation of UAAL
*  Beginning of Year UAAL $40,128 $40,250
- Interest on UAAL 3,010 3,019
- Amortization payment with interest (4,142) (3,669)
- Assumption/method changes 0 0
- Asset experience 696 849
- Other liability experience (324) (321)
- Legislative changes 0 0
*  End of Year UAAL 39368 40,128

! The contribution amount determined by the actuarial valuation is effective for the following fiscal year.

GRS




S.C. Code of Laws

SECTION 9-1-1085. Employer and employee contribution rates.

(A) As provided in Sections 9-1-1020 and 9-1-1050, the employer and employee contribution rates for the
system beginning in Fiscal Year 2012-2013, expressed as a percentage of earnable compensation, are as

follows:

Fiscal Year Employer Contribution Employee Contribution
2012-2013 10.60 7.00

2013-2014 10.60 7.50

2014-2015 and after 10.90 8.00

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

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

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

(D)(1) After June 30, 2015, if the most recent annual actuarial valuation of the system shows a ratio of the
actuarial value of system assets to the actuarial accrued liability of the system (the funded ratio) that is
equal to or greater than ninety percent, then the board, effective on the following July first, may decrease
the then current contribution rates upon making a finding that the decrease will not result in a funded ratio
of less than ninety percent. Any decrease in contribution rates must maintain the 2.9 percent differential
between employer and employee contribution rates provided pursuant to subsection (B) of this section.

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

HISTORY: 2012 Act No. 278, Pt I, Section 2.B, eff July 1, 2012.

SECTION 9-8-140. Contributions of State to System.

The contributions of the State to the System shall be determined by the Board each year on the basis of
annual actuarial valuations of the System. Each year the Board shall certify to the State the amount of its

contribution due the System. The State's contributions shall be appropriated annually from the general
fund to the System and shall include such sums as are found necessary in order to create reserves in the



System sufficient to cover the cost of the allowances cutrently accruing under this chapter, to include a
contribution each year toward the cost of prior service credits and to cover any administrative expenses
which the Board may incur in the opcration of the System.

The employer contribution shall be remitted to the System within thirty days afler the beginning of each
fiscal year.

HISTORY: 1979 Act No. 150 Section 14.
SECTION 9-9-130. Contributions of State to Retirement System for members of General Assembly.

The contributions of the State to the System shall be determined by the Board each year on the basis of
annual actuarial valuations of the System.

Each year the Board shall certify to the State the amount of its contribution due the System. The State's
contributions shall be appropriated annually from the gencral fund to the System, and shall include such
sums as are found necessary in order to create reserves in the System sufficient (i) to cover the cost of the
allowances currently accruing under this chapter, (ii) to include a contribution, cach year, toward the cost
of prior service credits, and (iii) to cover any administrative expenses which the Board may incur in the
operation of the System.

HISTORY: 1962 Code Section 61-283; 1966 (54) 2081.

SECTION 9-10-60. Eligibility; appropriation and use of funds.

(A) Notwithstanding any other provision of this chapter, a person who becomes a member of the National
Guard of South Carolina after June 30, 1993, is ineligible to receive the pension authorized by this
chapter.

(B) Persons with a break in service remain eligible for pension benefits under this chapter if the person
was a member of the National Guard of South Carolina before July 1, 1993.

(C) RESERVED

(D) The General Assembly annually shall appropriate suros sufficient to establish and maintain the
National Guard Retirement System on a sound actuarial basis as determined by the board.

(E) Assets and funds of the National Guard Retirement System must be used to pay obligations to persons
entitled to receive benefits under this chapter and may not be diverted or used for any other purpose.

HISTORY: 2005 Act No. 155, Section 1, eff January 1, 2006; 2006 Act No. 264, Section 4, eff May 2,
2006; 2012 Act No. 278, Pt IV, Subpt 2, Section 52, eff July 1, 2012.

SECTION 9-11-225. Employer and employee contribution rates.

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

follows:

Fiscal Year Employer Contribution Employee Contribution
2012-2013 12.30 7.00

2013-2014 12.50 7.50

2014-2015 and after 13.00 8.00



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

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

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

(D)(1) After June 30, 2015, if the most recent annual actuarial valuation of the system shows a ratio of the
actuarial value of system assets to the actuarial accrued liability of the system (the funded ratio) that is
equal to or greater than ninety percent, then the board, effective on the following July first, may decrease
the then current contribution ratcs upon making a finding that the decrease will not result in a funded ratio
of less than ninety percent. Any decrease in contribution rates must maintain the 5.0 percent differential
between employer and employee contribution rates provided pursuant to subsection (B) of this section.
(2) If contribution rates arec decreased pursuant to item (1) of this subsection and the most recent annual
actuarial valuation of the system shows a funded ratio of less than ninety percent, then effective on the
following July first, and annually thereafter as necessary, the board shall increase the then current
contribution rates as provided pursuant to subsection (B) of this section until a subsequent annual
actuarial valuation of the system shows a funded ratio that is equal to or greater than ninety percent.

HISTORY: 2012 Act No. 278, Pt II1, Section 19.B, eff July 1, 2012.
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AGENCY: Division of State Budget

SUBJECT: Permanent Improvement Projects

Budget and Control Board approval is requested for the following permanent improvement project
establishment requests and budget revisions which have been reviewed favorably by the Joint Bond

Review Committee:
Establish Project for A&E Design

() Summary 7-2014: JBRC Item 2. Clemson University

Project: 9918, Douthit Hills Student Community Construction

Funding Source: $3,189,780 which includes $1,852,000 Other, Housing Improvement
funds, which are funds that result from bond covenant-required transfers from
Housing Operations to allow for the maintenance and replacement of capital
assets funded by bond issues, and $1,337,780 Other, Dining Improvement
funds, which are which are funds that result from bond covenant-required
transfers from Dining Operations to allow for the maintenance and replacement
of capital assets funded by bond issues.

Request: Establish project and budget for $3,189,780 ($1,852,000 Other, Housing
Improvement and $1,337,780 Other, Dining Improvement funds) to begin
design work to construct a new student housing community at Clemson. The
approximately 650,000 square foot Douthit Hills facility will be constructed on
52 acres of property at the front door to the campus and will include 980 beds
of apartment style housing designated primarily for upper division students and
residence halls with 782 beds designated for Bridge to Clemson students.
There will also be a central hub with a 400 seat dining facility and spaces for
retail operations, food service venues and student services amenities. The
project will also include parking to accommodate residents, visitors and
customers, as well as water and electrical infrastructure with an accompanying
energy plant. The additional housing space in this project will allow Clemson
to retire 483 beds in the Clemson House, producing an increase in net bed
inventory of approximately 497 beds for upper division students. University
housing had a waiting list of 529 upper division students last year. The project
will also move Bridge-to-Clemson students to the campus area, enhancing their
safety and integration into campus life.
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AGENCY: Division of State Budget
SUBJECT: Permanent Improvement Projects
(b)  Summary 7-2014: JBRC Item 3. College of Charleston
Project: 9654, Rutledge Rivers Residence Hall Renovation

(©)

Funding Source: $165,000 Other, Housing Revenue funds which are funds generated

Request:

from the Student Housing Fee. The Student Housing fee is assessed to students
who live in on-campus housing on a sliding scale based on the amenities,
number of beds pet room and location of the residence.

Establish project and budget for $165,000 (Other, Housing Revenue funds) to
begin design work to renovate the Rutledge Rivers Residence Hall at the
College of Charleston. Rutledge Rivers is a 26,386 square foot residence hall
that was vacated during the fall of 2013 following the discovery of moisture
intrusion and leaking water pipes. The scope of the renovation will include
repairs to address condensation problems and water pipe leaks, as well as the
remediation of mold, mildew and asbestos containing materials. Portions of
the interior of the facility will also be reconfigured to bring the facility into
compliance with current ADA standards. Many of the existing mechanical,
electrical and plumbing systems are original to the building, which is 41 years
old. The facility cannot be used by students until it is repaired, as previous
repairs revealed asbestos containing materials that would create a potential
airborne hazard to the building’s occupants. Previous attempts at a less
comprehensive repair and remediation effort met with limited success. A
feasibility study conducted by an independent architectural and engineering
firm recommended a comprehensive renovation in order to permanently resolve
the facility’s extensive health and safety concerns.

Summary 7-2014: JBRC Item 4. State Board for Technical and Comprehensive

Project:

Education
6092, Greenville Tech — Building 602 Roof Replacement

Funding Source: $66,000 Other, Local Funds which are funds allocated by Greenville

Request:

County in support of college operations and capital improvements.

Establish project and budget for $66,000 (Other, Local Funds) to begin design
work to replace the roof on Building 602 at Greenville Technical College.
Building 602 is the former Belk Department Store building, located on the
McAlister Square Campus, which was purchased in 1999. Due to its condition,
no academic programs are currently located in the building. The scope of the
project will include the replacement of the roof, flashing, drains and metal
decking. This request is in excess of the 1.5% typically approved for pre-
design services as the extensive nature of the roof replacement will require
additional engineering and architectural work. Despite repeated patching
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Division of State Budget

SUBJECT:

()

Permanent Improvement Projects

efforts, the roof consistently leaks during rain events. The current roof is over
25 years old and has exceeded the normal life expectancy. The roof is
exhibiting spongy weak spots, cracking and splitting. An independent
feasibility study revealed that the underlying metal deck is also deteriorating.

Summary 7-2014: JBRC Item 5. State Board for Technical and Comprehensive

Project:

Education
6093, Tri-County Tech — Pendleton Success Center/Central Plant

Funding Source: $624,000 Other, County/Plant Funds which are funds allocated by

Request:

Anderson, Pickens and Oconee counties in support of college operations and
capital improvements.

Establish project and budget for $624,000 (Other, County/Plant Funds) to begin
design work to construct a new Student Success Center, repurpose and
refurbish Ruby Hicks Hall, and to construct an associated energy plant on the
Pendleton Campus of Tri-County Technical College. A feasibility study was
conducted to determine the best way to address the maintenance needs of
several campus buildings as well as the need for additional space for student
support services. The new Student Success Center will house a learning
commons and associated group study space, computer labs, campus store, café
and shipping and receiving area. The construction of the Student Success
Center will allow for swing space to accommodate the renovation of Ruby
Hicks Hall, which is currently houses the library and administrative office
spaces. Upon renovation, Ruby Hicks will become a One-Stop/Student
Services center. Ruby Hicks is 26 years old, and most of the systems are
original to the building. A new Central Plant, located in the basement of the
Student Services Center, will provide cooling for campus buildings via an
energy loop system. Several campus HVAC systems are approaching the end
of life and the installation of a new, integrated system will result in energy
savings and reduced maintenance costs. Enrollment at Tri-County Technical
College has doubled since 2001, and in order to meet student demand for
increased instructional space the amount of space dedicated to student support
services has steadily declined to the point it is no longer adequate to meet the
needs of the student population.
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Establish Construction Budget

Summary 7-2014; JBRC Item 7. Francis Marion University

Project:

9568, Medical and Health Science Complex Construction

Funding Source: $15,500,000 which includes $10,500,000 Other, Private Gift funds,

Request:

which are comprised of a $3,000,000 grant from the City of Florence
specifically for this project and a $7,500,000 grant from the Drs. Bruce and Lee
Foundation, $3,250,000 Other, Lottery funds which were appropriated by the
General Assembly specifically for this project, and $1,750,000 Capital Reserve
Funds which were appropriated by the General Assembly specifically for this
project.

Increase budget to $15,500,000 (add $15,267,500 - $1,750,000 Capital Reserve
Fund, $10,267,500 Other, Private Gift funds and $3,250,000 Other Lottery
funds) to construct a Medical and Health Sciences Complex in downtown
Florence. The project was established for pre-design in February 2014, which
is now complete. The new multi-level facility will have approximately 50,000
square feet and will accommodate a variety of the University’s Medical and
Health Science Programs to include the already approved Masters in Family
Nurse Practitioner Program, Masters in Nurse Educator Program, and Masters
in Applied Psychology Program. The facility will also be able to accommodate
the Physician Assistant Program, which is currently pending approval by the
Commission on Higher Education. Also, the facility will house the third and
fourth year USC Medical Student Program. The facility will include
classrooms, conference rooms, locker rooms and offices. The site plan also
includes sidewalks, parking and landscaping features, as well as exterior
lighting and a security system. The project will be constructed to LEED Silver
certification. The agency reports the total projected cost of this project is $15.5
million and that the projected date for execution of the construction contract is
October 2014. (See Attachment 1 for additional annual operating costs.)

Summary 7-2014: JBRC Item 8. Coastal Carolina University

Project:

9604, Football Stadium Field Turf

Funding Source: $1,250,000 Other, Coastal Athletic Foundation gift funds which are a

Request:

gift to the university from the Foundation specifically for this purpose.
Increase budget to $1,250,000 (Other, Coastal Athletic Foundation Gift funds)
to replace the current field in Brooks Stadium with turf. The work will include
the installation of a turf field, goal posts and water cannons. The agency is
requesting Phase I and Phase Il approval simultaneously as this project was
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initially begun as an internal renovation project under $1,000,000 using funds
that were a gift from the Coastal Athletic Foundation. When the project was
bid, the low bid exceeded the anticipated project cost. Brooks Stadium is
currently shared by two varsity sports programs, the football program and the
women’s lacrosse program. Turfing the field will provide additional practice
space for these programs and help free up other practice space for use by
student intramural and club sports, as well as other varsity sports teams. The
agency reports the total projected cost of this project is $1,250,000 and no
additional operating costs are anticipated in association with this project. The
agency plans to execute the construction contract in December 2014 with
completion of construction in April 2015.

Summary 7-2014: JBRC Item 9. University of South Carolina

Project:

6093, Rutledge College and Legare/Pinckey Comprehensive Renovation

Funding Source: $15,800,000 which includes $7,150,000 Revenue Bonds which are debt

Request:

instruments supported by revenues related to housing, $7,150,000 Other,
Housing Maintenance Reserve funds which are derived from housing fees,
laundry operations, conferences and interest and $1,500,000 Other, Institutional
Funds which are funds available to the university from a variety of sources
including tuition and fees, sales and services activities and other miscellaneous
sources.

Increase budget to $15,800,000 (add $15,550,250 - $7,150,000 Revenue
Bonds, $6,900,250 Other, Housing Maintenance Reserve and $1,500,000
Other, Institutional Funds) to preform comprehensive renovations on Rutledge
College and Legare/Pinckney College. This project was established for design
work in December 2011, which is now complete. The Rutledge College
renovation and the Legare/Pinckney College renovation were originally two
separate projects, but due to similarities in the work planned in each building
these projects were combined in May 2012 in an effort to capture efficiencies
of scale and allow the two to be bid as a single project. The area to be
renovated encompasses 49,461 square feet. The work in the housing portion of
the buildings will include replacing the mechanical, electrical, and plumbing
systems, installing new finishes, replacing all doors and windows, installing a
card access system, electronic locks, and fire suppression system, and replacing
all case work and furnishings. The work in the academic portion of the facility
will be limited to modifications of systems and exterior improvements required
to coordinate with upgrades in the housing section. The renovation is needed
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Permanent Improvement Projects

to support the University’s mission by maintaining residence halls in a manner
that attracts and retains a high achieving student population, to address deferred
maintenance, and to protect the institutional asset built in 1805. The
renovations will be performed to LEED Silver certification and will include
sustainable sites, energy and atmosphere, indoor environmental quality and
other measures. The LEED cost benefit analysis shows a positive cost benefit
of $410,058 over 30 years. The agency reports total projected cost of this
project is $15.8 million, and no additional annual operating no additional
operating costs are anticipated in association with this project. The agency also
reports the projected date for execution of the construction contract is January
2015 and the projected date for completion of construction is July 2016.

Increase Budget

Summary 7-2014: JBRC Item 10. Coastal Carolina University

Project:

9580, Softball/Baseball Complex Improvements

Funding Source: $15,250,933 which includes $2,000,000 Other, Coastal Athletic

Request:

Foundation gift funds which are a gift to the university from the Foundation
specifically for this purpose, $450,000 Renovation Reserve/Plant Expansions
funds which are derived from a $150 per semester student fee specifically for
renovations, repairs and additions to campus facilities and $12,800,933 Other,
Auxiliary, Institutional Capital Project, Renovation Reserve/Plant Expansion
and Gift funds previously approved for use in this project.

Increase budget to $15,250,933 (add $2,450,000 - $2,000,000 Other, Coastal
Athletic Foundation gift funds and $450,000 Other, Renovation Reserve/Plant
Expansion funds) to accept a gift of cash and to increase the budget for
additional improvements to Coastal Carolina’s Softball/Baseball complex. The
project was established for pre-design in March 2011, increased to establish the
construction budget in December 2011, and modified in December 2013 to
accept another Coastal Athletic Foundation gift. The Coastal Athletic
Foundation has agreed to provide a cash gift to assist with the construction of
the softball complex bullpens, the baseball complex berm, boardwalks,
pitching mounds, bridges drainage, the outfield wall, batters eye and foul
territory turf, The project budget is being increased to accept a gift of $2
million from the Coastal Athletic Foundation and to add $450,000 of college
renovation reserve funds to complete these upgrades. These additions will
enhance the overall facilities in the complex. The agency reports the total
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projected cost of this project, including the gifts, is $15,250,933 and total
additional annual operating costs of $212,050 will result from the project in the
three years following project completion. (See Attachment 2 for additional
annual opetating costs.)

BOARD ACTION REQUESTED:

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

ATTACHMENTS:

Attachments
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STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF June 17,2014 ITEM NUMBER 7

AGENCY: Division of General Services

SUBJECT: SC Department of Social Services Lease

The SC Department of Social Services requests approval to continue leasing 22,000 square feet
of rentable space located at 714 North Pleasantburg Drive in Greenville from North Pointe
Buildings, LLC, a South Carolina based company, for its Regional Child Support Services
division. The selected location meets the agency’s need to locate near the Greenville County
Family Court and the SC Department of Social Services Greenville Main Office. It also includes
adequate parking of 130 spaces.

A solicitation was conducted and two (2) responses were received. With consideration for
moving costs, remaining in the current location shows a savings of $66,110.00. Additionally, the
new lease removes all operating expense escalations providing an estimated savings of $134,475
over the life of the term. The lease term will be seven (7) years beginning September 1, 2014 at a
rate of $14.25 per square foot for the first year, which is a reduction from their current rate of
$14.43 per square foot. Thereafter, basic rent increases three (3) percent annually as shown in
the chart below:

Year Base Rent Rate/SF Annual Rent
1 $14.25 $313,500.00
2 $14.68 (rounded) $322,959.96
3 $15.12 $332,640.00
4 $15.57 $342,540.00
5 $16.04 (rounded) $352,880.04
6 $16.52 (rounded) $363,440.04
7 $17.02 (rounded) $374,439.96

Total $2,402,400.00

The following table represents comparable lease rates of similar business space in the Greenville
area:

Agency Location Base Rent
Rate/SF
Governor’s Office — Continuum of 37 Villa Road $14.50
Care
SC Department of Motor Vehicles 300 University Ridge $14.95
SC Vocational Rehabilitation 301 North Main Street $15.00
Department
Vacant 770 Pelham Road $17.50
Vacant 116 South Pleasantburg Drive $16.50*
Vacant 870 South Pleasantburg Drive $15.75*
Vacant 401 Brookfield Parkway $15.75*

*These rates do not include operating expenses.
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SUBJECT: SC Department of Social Services Lease

Additionally, there are adequate funds for the lease according to a Budget Approval Form and
multi-year plan submitted by the Agency. The lease was approved by JBRC at its June 4, 2014
meeting.

BOARD ACTION REQUESTED:

Approve the proposed 7 year lease for the SC Department of Social Services at 714 North
Pleasantburg Drive in Greenville.

ATTACHMENTS:

Agenda item worksheet; SC Code of Laws Section 1-11-55 and 1-11-56



BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET

Meeting Scheduled for: June 17, 2014 Regular Agenda
e —
1. Submitted by: \\w\
(a) Agency: Division of General Services
(b) Authorized Official Signature: Nolan L. Wiggins, Jr. ,“birector

2. Subject: SC Department of Social Services Lease

3. Summary Background Information:

The SC Department of Social Services requests approval to continue leasing 22,000 square feet
of rentable space located at 714 North Pleasantburg Drive in Greenville from North Pointe
Buildings, LLC, a South Carolina based company, for its Regional Child Support Services
division. The selected location meets the agency’s need to locate near the Greenville County
Family Court and the SC Department of Social Services Greenville Main Office. It also includes
adequate parking of 130 spaces.

A solicitation was conducted and two (2) responses were received. With consideration for
moving costs, remaining in the current location shows a savings of $66,110.00. Additionally, the
new lease removes all operating expense escalations providing an estimated savings of $134,475
over the life of the term. The lease term will be seven (7) years beginning September 1, 2014 at a
rate of $14.25 per square foot for the first year, which is a reduction from their current rate of
$14.43 per square foot. Thereafter, basic rent increases three (3) percent annually as shown in
the chart below:

Year Base Rent Rate/SF Annual Rent
1 $14.25 $313,500.00
2 $14.68 (rounded) $322,959.96
3 $15.12 $332,640.00
4 $15.57 $342,540.00
5 $16.04 (rounded) $352,880.04
6 $16.52 (rounded) $363,440.04
7 $17.02 (rounded) $374,439.96

Total $2,402,400.00

The following table represents comparable lease rates of similar business space in the Greenville
area:

Agency Location Base Rent
Rate/SF
Governor’s Office — Continuum of 37 Villa Road $14.50
Care
SC Department of Motor Vehicles 300 University Ridge $14.95




SC Vocational Rehabilitation 301 North Main Street $15.00
Department

Vacant 770 Pelham Road $17.50

Vacant 116 South Pleasantburg Drive $16.50*

Vacant 870 South Pleasantburg Drive $15.75*

Vacant 401 Brookficld Parkway $15.75%

*These rates do not include operating expenses.

Additionally, there are adequate funds for the lease according to a Budget Approval Form and
multi-year plan submitted by the Agency. The lease was approved by JBRC at its June 4, 2014

meeting.

4. What is the Board asked to do? Approve the proposed 7 year lease for the SC Department
of Social Services at 714 North Pleasantburg Drive in Greenville.

5. What is recommendation of the Division of General Services? Recommend approval of
the proposed 7 year lease for the SC Department of Social Services at 7i4 North

Pleasantburg Drive in Greenville.

6. List of Supporting Documents:
e SC Code of Laws Section 1-11-55 and 1-11-56



SOUTH CAROLINA CODE OF LAWS

SECTION 1-11-55, Leasing of real property for governmental bodies.

(1) "Governmental body" means a state government department, commission, council, board, bureay, committee,
institution, college, university, technical school, legislative body, agency, government corporation, or other
establishment or official of the executive, judicial, or legislative branches of this State. Governmental body
excludes the General Assembly, Legislative Council, the Office of Legislative Printing, Information and
Technology Systems, and all local political subdivisions such as counties, municipalities, school districts, or public
service or special purpose districts.

(2) The Budget and Control Board is hereby designated as the single central broker for the leasing of real property
for governmental bodies. No governmental body shall enter into any lease agreement or renew any existing lease
except in accordance with the provisions of this section. However, a technical college, with the approval by the
State Board for Technical and Comprehensive Education, and a public institution of higher learning, may enter into
any lease agreement or renew any lease agreement up to one hundred thousand dollars annually for each property
or tacility.

{3) When any governmental bady needs to acquire real property for its operations or any pan thercof and
state-owned property is not available, it shall notify the Office of General Services of its requirement on rental
request forms prepared by the office. Such forms shall indicate the amount and location of space desired, the
purpose for which it shall be used, the proposed date of occupancy and such other information as General Services
may require. Upon receipt of any such request, General Services shall conduct an investigation of available rental
space which would adequately meet the governmental body's requirements, including specific locations which may
be suggested and preferred by the governmental body concerned. When suitable space has been located which the
governmental body and the office agree meets necessary requirements and standards for state leasing as prescribed
in procedures of the board as provided for in subsection (5) of this section, General Services shall give its written
approval to the governmental body to enter into a lease agreement. All proposed lease renewals shall be submitted
to General Services by the time specified by General Services.

(4) The board shall adopt procedures to be used for govermnmental bodies to apply for rental space, for acquiring
leased space, and for leasing state-owned space to nonstate lessees.

(5) Any participant in a property transaction proposed to be entered who maintains that a procedure provided for in
this section has not been properly followed, may request review of the transaction by the Director of the Office of

General Services or his designee.

SECTION 1-11-56. Program to manage leasing; procedures.
The State Budget and Control Board, in an effort to ensure that funds authorized and appropriated for rent are used
in the most efficient manner, is directed to develop a program to manage the leasing of all public and private space
of state agencies, The board's regulations, upon General Assembly approval, shall include procedures for:
(1) assessing and evaluating agency needs, including the authority to require agency justification for any request to
lease public or private space;
(2) establishing standards for the quality and quantity of space to be leased by a requesting agency;
(3) devising and requiring the use of a standard lease form (approved by the Attorney General) with provisions
which assert and protect the state's prerogatives including, but not limited to, a right of cancellation in the event of:
(a) a nonappropriation for the renting agency,
(b) a dissolution of the agency, and
{c) the availability of public space in substitution for private space being leased by the agency;
(4) rejecting an agency's request for additional space or space at a specific location, or both;
(5) directing agencies to be located in public space, when available, before private space can be leased;
(6) requiring the agency to submit a multi-year financial plan for review by the board's budget oftice with copies
sent to Ways and Means Committee and Scnate Finance Committee, before any new lease for space is entered into;
and requiring prior review by the Joint Bond Review Committee and the requirement of Budget and Control Board
approval before the adoption of any new lease that commils more than one million dollars in a five-year period;
and
(7) requiring pnor review by the Joint Bond Review Committee and the requirement of Budget and Control Board
approval before the adoption of any new lease that commits more than one million dollars in a five-year period.



STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF June 17, 2014 ITEM NUMBER 8

AGENCY:  University of South Carolina

SUBJECT: Not Exceeding $8,200,000 Principal Amount Higher Education Revenue Bonds
of the University of South Carolina Series 2014 and Not Exceeding $20,000,000
Principal Amount Higher Education Refunding Revenue Bonds of the University

of South Carolina Series 2014

The Board is asked to adopt a resolution making provision for the issuance and sale of not
exceeding $8,200,000 Principal Amount Higher Education Revenue Bonds of the University of
South Carolina Series 2014 and not exceeding $20,000,000 Principal Amount Higher Education
Refunding Revenue Bonds of the University of South Carolina Series 2014.

The proceeds of the Series 2014 bonds will be used to (i) reimburse the University for capital
expenditures previously made in connection with, and to pay the costs of, renovating the
Rutledge and Pinckney/Legare residence halls located on the University’s Columbia Campus; (ii)
pay capitalized interest on the Series 2014 bonds, if any; (iii) provide for the Series 2014 Reserve
Requirement, if any; (iv) pay certain costs and expenses related to the issuance of the Series 2014
bonds; (v) provide for credit enhancement with respect to the Series 2014 bonds, if any. In
addition, the principal amount of the Series 2014 bonds may be increased by an amount not
exceeding $20,000,000 (such $20,000,000 portion of the Series 2014 bonds being the “refunding
bonds”), if so determined, and the proceeds of the such refunding bonds will be used to refund all
or a portion of the outstanding bonds of the University’s $12,400,000 original principal amount
Higher Education Revenue Bonds, Series 2005A and $13,995,000 original principal amount
Higher Education Revenue Bonds, Series 2006A.

BOARD ACTION REQUESTED:

Adopt a resolution making provision for the issuance and sale of not exceeding $8,200,000
Principal Amount Higher Education Revenue Bonds of the University of South Carolina Series
2014 and not exceeding $20,000,000 Principal Amount Higher Education Refunding Revenue
Bonds of the University of South Carolina Series 2014.

ATTACHMENTS:

Lipsitz 5/27/14 letter; Resolution
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May 27,2014

BY HAND DELIVERY

Mr. Delbert Singleton
South Carolina State Budget
and Control Board
612 Wade Hampton Office Building
Columbia, South Carolina 29201

Re:  University of South Carolina Higher Education Revenue Bonds,
Series 2014

Dear Delbert:

Enclosed please find six (6) duplicate originals of a Resolution for
consideration by the State Budget and Control Board approving the issuance and sale
of not exceeding $8,200,000 University of South Carolina Higher Education Revenue
Bonds, Series 2014 (the “Series 2014 Bonds”), as the principal amount thereof may
be increased as described below, and three (3) copies of the Series Resolution adopted
by the Board of Trustees of the University of South Carolina on April 25, 2014
authorizing the issuance of the Series 2014 Bonds. The proceeds of the Series 2014
Bonds shall be used to (i) reimburse the University for capital expenditures
previously made in connection with, and to pay the costs of, renovating the Rutledge
and Pinckney/Legare residence halls located on the University’s Columbia Campus;
(ii) pay capitalized interest on the Series 2014 Bonds, if any; (iii) provide for the
Series 2014 Reserve Requirement, if any; (iii) pay certain costs and expenses related
to the issuance of the Series 2014 Bonds; and (v) provided for credit enhancement
with respect to the Series 2014 Bonds, if any. In addition, the principal amount of the
Series 2014 Bonds may be increased by an amount not exceeding $20,000,000 (such
$20,000,000 portion of the Series 2014 Bonds being the “Refunding Bonds™), if so
determined, and the procecds of the such Refunding Bonds shall be used to refund all
or a portion of the outstanding Bonds of the University’s $12,400,000 original
principal amount Higher Education Revenue Bonds, Series 2005A and $13,995,000
original principal amount Higher Education Revenue Bonds, Series 2006A. Enclosed
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Mr. Delbert Singleton

South Carolina State Budget
and Control Board

May 27,2014

Page 2

is a Summary of Refinancing Proposal with respect to such Refunding Bonds. Please
place this Resolution on the agenda for the State Budget and Control Board’s meeting
scheduled for June 17,2014,

Please advise me at your earliest convenience of any additional requirements
or documentation that may be necessary to assist the State Budget and Control Board
in considering and approving this request on June 17, 2014.

Very truly yours, =~ ¢
MMM/W
Alan M. Lipsitz

AML/ssc
cc: Charles D. FitzSimons
F. Richard Harmon, Jr.



Summary of Refinancing Proposal for
University of South Carolina

PRELIMINARY - SUBJECT TO CHANGE

May 22, 2014

Outstanding bonds proposed to be refinanced

Average interest rate of bonds refinanced

Projected average intercst rate of refinancing bonds
True interest cost of refinancing bonds

Projected net present value savings (net of costs)

Projected net present value savings as a percentage
of the bonds refinanced

Estimated costs (costs as a percentage of
refinancing bonds, costs as a percentage of
refinancing savings)

Underwriting

Legal fees — bond, disclosure and general
counsel

Rating agency fees

Advisory fees

Bond trustee/registrar

Accounting and verification

Credit enhancement/bond insurance

Publication, printing, contingencies and all
other expenses

Total

Prepared by:  Barclays
Date: May 22, 2014

All or portions of certain maturities due May 1, 2016

through May 1, 2035 totaling $9,820,000 of an

original issuance of $12,400,000 Higher Education
Revenue Bonds, Series 2005A of the University of

South Carolina

All or portions of certain maturities due June 1, 2017

through June 1, 2026 totaling $8,355,000 of an

original issuance of $13,995,000 Higher Education
Revenue Bonds, Series 2006A of the University of

South Carolina
4.28%

2.75%

2.75%
$1,743,000
9.59%

$71,000 (0.38% / 4.07%)
$33,000 (0.17% / 1.89%)

$50,000 (0.27% / 2.87%)
N/A

$21,000 (0.11% / 1.21%)
$4,000 (0.02% / 0.23%)
N/A

$25,000 (0.13% / 1.43%)

$204,000 (1.08%/ 11.70%)



A RESOLUTION

APPROVING THE ISSUANCE AND SALE, IN ONE OR MORE
SERIES, OF NOT EXCEEDING §$8,200,000 AGGREGATE
PRINCIPAL AMOUNT HIGHER EDUCATION REVENUE BONDS
OF THE UNIVERSITY OF SOUTH CAROLINA PURSUANT TO
TITLE 59, CHAPTER 147 OF THE CODE OF LAWS OF SOUTH
CAROLINA 1976, AS AMENDED, TO FUND THE RENOVATION
OF CERTAIN HOUSING FACILITIES; APPROVING THE
ISSUANCE AND SALE OF NOT EXCEEDING $20,000,000
AGGREGATE PRINCIPAL AMOUNT HIGHER EDUCATION
REFUNDING REVENUE BONDS OF THE UNIVERSITY OF
SOUTH CAROLINA IF SO DETERMINED; APPROVING THE
ISSUANCE AND SALE OF REVENUE BOND ANTICIPATION
NOTES; AND OTHER MATTERS RELATED THERETO.

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

ARTICLE I

FINDINGS OF FACT

As an incident to the adoption of this Resolution, the State Budget and Control Board of South
Carolina (the “State Board™) finds:

Section 1.01

(a) The Board of Trustees (the “Board of Trustees”) of the University of South Carolina (the
“University™) is authorized pursuant to Title 59, Chapter 147 of the Code of Laws of South Carolina
1976, as amended (the “Enabling Act”), to issue revenue bonds of the University for the purpose of
financing or refinancing in whole or in part the cost of acquisition, construction, reconstruction,
renovation and improvements of land, buildings, and other improvements to real property and
equipment for the purposes of providing facilities serving the needs of the University including, but not
limited to, dormitories, apartment buildings, dwelling houses, bookstores and other University
operated stores, laundries, dining halls, cafeterias, parking facilities, student recreational, entertainment
and fitness related facilities, inns, conference and other non-degree educational facilities and similar
auxiliary facilities of the University and any other facilities which are auxiliary to any of the foregoing
excluding, however, athletic department projects which primarily serve varsity athletic teams of the
University.

(b) On June 21, 1996, the Board of Trustees adopted a resolution entitled, “AN
AMENDATORY AND RESTATED RESOLUTION PROVIDING FOR THE ISSUANCE AND
SALE OF UNIVERSITY OF SOUTH CAROLINA REVENUE BONDS AND OTHER MATTERS
RELATING THERETO” (as amended, the “Bond Resolution™), as a means of providing for the
issuance from time to time of Bonds of a particular serics pursuant to the provisions of a Series



Resolution of the Board of Trustees provided all conditions required by the Bond Resolution are met.
Such Bonds are payable solely from the Net Revenues and Additional Funds.

(¢) The Board of Trustees has determined to renovate the Rutledge and Pinckney/Legare
residence halls located on the University’s Columbia Campus (collectively, the “Project™).

(d) In order to defray the costs of the Project, pursuant to the Bond Resolution, the Board of
Trustees adopted at its regularly scheduled meeting on April 25, 2014, a Series Resolution entitled, “A
RESOLUTION PROVIDING FOR THE ISSUANCE AND SALE, IN ONE OR MORE SERIES, OF
HIGHER EDUCATION REVENUE BONDS OF THE UNIVERSITY OF SOUTH CAROLINA TO
BE DESIGNATED SERIES 2014 BONDS IN THE AGGREGATE PRINCIPAL AMOUNT OF NOT
EXCEEDING $8,200,000; AUTHORIZING THE ISSUANCE AND SALE OF HIGHER
EDUCATION REFUNDING REVENUE BONDS OF THE UNIVERSITY OF SOUTH CAROLINA
IN THE AGGREGATE PRINCIPAL AMOUNT OF NOT EXCEEDING $20,000,000 IF SO
DETERMINED; AUTHORIZING THE ISSUANCE AND SALE OF REVENUE BOND
ANTICIPATION NOTES PENDING THE ISSUANCE OF THE BONDS; AND OTHER MATTERS
RELATING THERETO” (the “Series 2014 Resolution™), authorizing the issuance of not exceeding
$8,200,000 aggregate principal amount Higher Education Revenue Bonds, in one or more series (the
“Series 2014 Bonds™), subject to the approval of the State Board, for the following purposes: (i)
reimbursing the University for capital expenditures previously made in connection with, and paying
the costs of, acquiring, constructing and equipping the Project, including capitalized interest on the
Series 2014 Bonds, if any, (ii) providing for the Series 2014 Reserve Requirement, if any, (iii) paying
certain costs and expenses related to the issuance of the Series 2014 Bonds, and (iv) providing for
credit enhancement with respect to the Series 2014 Bonds, if any. The Series 2014 Resolution further
authorizes the issuance of Refunding Bonds in an aggregate principal amount of not exceeding
$20,000,000, subject to the approval of the State Board, to effect a refunding of all or a part of the
outstanding Bonds of the University’s $12,400,000 original principal amount Higher Education
Revenue Bonds, Series 2005A and $13,995,000 original principal amount Higher Education Revenue
Bonds, Series 2006A (collectively, the “Series 2005A/2006A Bonds”), if so determined by the Chief
Financial Officer and the State Treasurer in their discretion and upon their determination that sufficient
savings would be effected by any such refunding.

Section 1.02

The Bond Resolution and the Series 2014 Resolution, each in the form adopted by the Boatd of
Trustees, have been presented to the State Board.

Section 1.03
The Board of Trustees has determined that all conditions precedent to the issuance of the Series
2014 Bonds and the Refunding Bonds, if any, including those required by the Bond Resolution, the

Series 2014 Resolution and the Enabling Act, will be met upon the issuance of the Series 2014 Bonds
and the Refunding Bonds, if any.

Section 1.04

All capitalized terms used, but not defined, in this Resolution shall have the meaning ascribed
to such terms in the Bond Resolution and the Series 2014 Resolution.



ARTICLE 11

AUTHORIZATION TO ISSUE AND SELL THE SERIES 2014 BONDS
SERIES 2014 NOTES AND THE REFUNDING BONDS

Section 2.01

The State Board hereby approves and authorizes the issuance and sale of the Series 2014 Bonds
in the aggregate principal amount not exceeding $8,200,000, at public or private sale, including a
negotiated sale for public reoffering as authorized by the Board of Trustees in Article IIT and Section
7.01 of, and in the manner and under the conditions prescribed in, the Series 2014 Resolution.

Section 2.02

The State Board also hereby approves and authorizes the issuance and sale of not exceeding
$8,200,000 Higher Education Revenue Bond Anticipation Notes, Series 2014, in one or more series
(the “Series 2014 Notes”) at public or negotiated sale, as provided, and in the manner and under the
conditions prescribed, in the Series 2014 Resolution, should the Chief Financial Officer and State
Treasurer determine that it would be in the interest of the University to issue the Series 2014 Notes
pending the issuance of the Series 2014 Bonds.

Section 2.03

The State Board also hereby approves and authorizes the issuance and sale of the Refunding
Bonds, in the aggregate principal amount not exceeding $20,000,000 to refund all or a part of the
Series 2005A/2006A Bonds, if so determined by the Chief Financial Officer and State Treasurer in
their discretion and upon their determination that sufficient savings would be effected by any such
refunding, at public or private sale, including a negotiated sale for public reoffering as authorized by
the Board of Trustees in Article III and Section 7.01 of, and in the manner and under the conditions
prescribed in, the Series 2014 Resolution. The State Board hereby approves the issuance and sale of
the Series 2014 Bonds and the Refunding Bonds as one Series of Bonds, if so determined by the Chief
Financial Officer and State Treasurer to be in the best interest of the University.

Section 2.04

On the basis of the foregoing and after due consideration of the facts above recited and other
matters appurtenant thereto, this Resolution has been adopted.

Dated: June 17, 2014



STATE BUDGET AND CONTROL BOARD REGULAR SESSION
MEETING OF June 17, 2014 ITEM NUMBER q

AGENCY: Budget and Control Board

SUBJECT: Future Meeting

The next regular meeting of the Budget and Control Board will be held at 10:00 a.m. on Tuesday,
August 12, 2014, in Room 252, Edgar A. Brown Building.

Remaining Meetings in 2014

Tuesday, October 14
Tuesday, December 9

BOARD ACTION REQUESTED:

Agree to meet at 10:00 a.m. on Tuesday, August 12, 2014, in Room 252, Edgar A. Brown
Building.

ATTACHMENTS:




