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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING


November 6, 2008             10:00 A. M.
The Budget and Control Board (Board) met at 10:00 a.m. on Thursday, November 6, 2008, in the Governor's conference room in the Wade Hampton Office Building, with the following members in attendance:

Governor Mark Sanford, Chairman;

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

Mr. Richard Eckstrom, Comptroller General; 

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

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

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

Adoption of Agenda for Budget and Control Board
Upon a motion by Mr. Chellis, seconded by Senator Leatherman, the Board adopted the agenda as proposed.

Minutes of Previous Meeting


Upon a motion by Senator Leatherman, seconded by Mr. Chellis, the Board approved the minutes of the September 23, 2008, Budget and Control Board meeting; acting as the State Education Assistance Authority, approved the minutes of the September 23, 2008, Authority meeting; and, acting as the Educational Facilities Authority for Private, Nonprofit Institutions of Higher Learning, approved the minutes of the September 23, 2008, Authority meeting.
Blue Agenda


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

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

The Board approved the following notification of special assignment of bond counsel for which Board approval was requested:  

SPECIAL ASSIGNMENT OF BOND COUNSEL:

	Description of Issue
	Agency/Institution
	Approved Bond Counsel

	$5,200,000 Certificate of Participation (SC Adjutant General Building Project), dated December 1, 1986
	Adjutant General
	McNair Law Firm


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

Office of State Budget:  Real Property Acquisitions (Blue Item #2)

The Board was asked to approve the following real property acquisitions as recommended by the Office of State Budget:

Items (a) and (b) were submitted for ratification only of property donations for which the deeds have already been transferred.

	(a)
	Agency:
	Coastal Carolina University

	
	Acreage:
	2.14± acres of unimproved land

	
	Location:
	Off University Boulevard in Conway adjacent to Coastal Carolina’s Brooks Stadium.

	
	County:
	Horry

	
	Purpose:
	To construct an athletic training facility and additional seating for Brooks Stadium.

	
	Appraised Value:
	N/A

	
	Price/Seller:
	Donation / Coastal Educational Foundation

	
	Source of Funds:
	N/A

	
	Project Number:
	H17-9560

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	No additional annual operating costs will result from the acquisition.  Coastal Carolina will construct a 52,500 square foot athletic training facility and 1,690 additional seating for the stadium, estimated to cost approximately $12 million and to be funded with Other, Gift, Renovation Reserve and Institutional Capital Project funds.  

	
	Current Year Property Tax:
	N/A

	
	Approved By:
	CHE on 8/21/08; JBRC on 10/29/08


	(b)
	Agency:
	Coastal Carolina University

	
	Acreage:
	0.16± acres of unimproved land

	
	Location:
	Off Chanticleer Drive in Conway adjacent to Coastal Carolina’s Student Center.

	
	County:
	Horry

	
	Purpose:
	To allow for the expansion of the grill in the Student Center.

	
	Appraised Value:
	N/A

	
	Price/Seller:
	Donation / Coastal Educational Foundation

	
	Source of Funds:
	N/A

	
	Project Number:
	H17-9559

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	No additional annual operating costs will result from the acquisition.  Coastal Carolina will construct an approximately 4,200 square foot addition to the Student Center, estimated to cost approximately $1.7 million and to be funded with Other, Auxiliary Food Service, Gift and Institutional Capital Project funds.  

	
	Current Year Property Tax:
	N/A

	
	Approved By:
	CHE on 8/21/08; JBRC on 10/29/08



	(c)
	Agency:
	Coastal Carolina University

	
	Acreage:
	1.19± acres of unimproved land

	
	Location:
	Between Chanticleer Drive West and SC Highway 544 in Conway, adjacent to Coastal Carolina’s athletic practice fields.

	
	County:
	Horry

	
	Purpose:
	To construct an athletic grounds equipment storage facility near the athletic fields.

	
	Appraised Value:
	N/A

	
	Price/Seller:
	Donation / Coastal Educational Foundation

	
	Source of Funds:
	N/A

	
	Project Number:
	H17-9661

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	No additional annual operating costs will result from the acquisition.  Coastal Carolina will construct an approximately 3,840 square foot metal storage facility, estimated to cost approximately $125,000 and to be funded with Other, Renovation Reserve and Plant Expansion funds.

	
	Current Year Property Tax:
	N/A

	
	Approved By:
	CHE on 8/21/08; JBRC on 10/29/08



Governor Sanford asked whether given the budgetary conditions if this is the time or place to be doing property acquisitions.  Mr. Eckstrom stated that he had the same question and wondered when does it have to be bad enough to cut back on discretionary spending.  He noted that given the economic situation most state agencies would not be able to afford to do something like this.  He said that it is surprising that some of these institutions can acquire real estate that does not seem to be critical to their mission.  


Mr. Fusco stated that the first two items on the agenda item (items (a) and (b))are corrections to records and that they are not new acquisitions.  Carol Routh with the State Budget Office stated that all three of the acquisitions are donations from the Coastal Educational Foundation and that two of the three acquisitions have already been transferred to Coastal Carolina.  She said that Coastal is asking for ratification of the first two acquisitions.  Mr. Eckstrom stated that although the first acquisition indicates that it is a donation, the item does indicate that the school, and the State by implication, intends to incur $12 million in costs.  Ms. Routh stated that the project has already been approved by the Board.  Governor Sanford said that the point to consider is whether this is the time to do this because there are going to be substantial additional costs going forward.


Governor Sanford moved to holdover the acquisition on this item.  Mr. Eckstrom seconded the motion.  Senator Leatherman asked whether his understanding is correct that the Board has already approved the first two items on the agenda and that the Board is being asked to ratify the acquisitions.  Ms. Routh stated that the Board has already approved the permanent improvement project for $12 million and that the transfer of the property has already been made from the Coastal Educational Foundation to Coastal Carolina.  She said the Board is being asked to ratify the transfer of that property at no cost to Coastal Carolina.  Senator Leatherman asked whether the property should be transferred back to the Foundation if the Board does not ratify the transfer.


Mr. Evans stated that in order to perfect the title the Board needs to approve the ratification of items (a) and (b).  He said that if the Board does not approve the ratification the record of title will not be perfected and would not change the prior vote approving the permanent improvement project.  He noted that item (c) is a donation.


Governor Sanford stated that the transfer of the property is insignificant when measured against the recurring cost that will result from the larger capital improvement.  Mr. Eckstrom stated that item (b) is a donation that is going to result in $1.7 million in additional costs to construct the addition to the Student Center.  He noted that the cost comes to over $400 per square foot and asked why the costs were so high.  Will Garland with Coastal Carolina said that the total cost is for renovations to the building and the additions.  He stated that the additional acreage was needed to expand the grill.


Governor Sanford stated that he wanted to go on record that his administration’s position has been that a moratorium should be placed on capital projects of this kind.  Governor Sanford then called for the question.  Senator Leatherman stated that as a reminder the chair cannot make motions or seconds, but that he would not raise a point of order in this instance.  He said that neither Mason’s nor Jefferson’s allows that to which Governor Sanford said that was an excellent point.  Governor Sanford and Mr. Eckstrom voted for the motion to holdover the item.  Mr. Chellis, Senator Leatherman, Mr. Cooper voted against the motion.  The motion to holdover the item failed.


Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board approved the real property acquisitions as recommended by the Office of State Budget.  Mr. Chellis, Senator Leatherman, Mr. Cooper voted for the motion.  Governor Sanford and Mr. Eckstrom voted against the motion.
Information relating to this matter has been retained in these files and is identified as Exhibit 2.

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

The Board approved the following easements as requested by the General Services Division in accordance with SC Code of Laws:

	(a)
	County Location:
	Horry

	
	From:
	Budget and Control Board (Department of Education)

	
	To:
	Santee Cooper

	
	Consideration:
	$4,500

	
	Description/Purpose:
	To grant a .27 acre easement for construction, installation, operation and maintenance of a 69kV tap line connecting to the new Homewood Substation adjacent to the Horry School Bus Maintenance Shop.


	(b)
	County Location:
	Charleston

	
	From:
	Budget and Control Board (Department of Natural Resources)

	
	To:
	South Carolina Electric and Gas Company

	
	Consideration:
	$1

	
	Description/Purpose:
	To grant a .11 acre easement for the construction, installation, operation and maintenance of an underground power line to provide power to Botany Bay Plantation.


	(c)
	County Location:
	Charleston

	
	From:
	Budget and Control Board (Department of Transportation)

	
	To:
	South Carolina Electric and Gas Company

	
	Consideration:
	$700

	
	Description/Purpose:
	To grant a .07 acre easement for the construction, operation and maintenance of a gas main beneath the Ashley River south of the U.S. 17-A bridge to serve existing and future developments.



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

Procurement Services Division:  Procurement Audits (Blue Agenda Item #4)

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


Arts Commission (for a period of three years):  supplies and services, $100,000* per commitment; printing and design, $125,000* per commitment; information technology, $100,000* per commitment.


Forestry Commission (for a period of three years):  supplies and services, $100,000* per commitment; major fire fighting equipment (per commodity codes 065, 071, 072, 073, 760, and 765), $1,000,000* per commitment; consultant services, $75,000* per commitment; information technology, $75,000 per commitment.
Department of Disabilities and Special Needs (for a period of three years):  pharmaceutical drugs, $1,000,000 total annual contracts; pharmaceutical services, $1,000,000 total annual contracts; supplies and services, $250,000* per commitment; consultant services, $250,000* per commitment; information technology, $100,000* per commitment; construction contract award, $250,000* per commitment; construction contract change order, $250,000 per change order, architect/engineer contract amendment, $25,000 per amendment.


Mr. Chellis asked whether the certification recommendations were being made in response to the GEAR Committee recommendations.  Mr. Fusco stated that staff continues to pursue additional delegation in instances where agencies can manage it.


Senator Leatherman asked whether audits are being done on procurement certifications that have been granted over time.  Voight Shealy with the Procurement Services Division stated that audits of the certified agencies are being done.  Senator Leatherman asked whether there were any shortcomings that were found in the audits.  Mr. Shealy said that there were no exceptions that were in the audit that were out of the ordinary.

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

Arts Commission (for a period of three years):  supplies and services, $100,000* per commitment; printing and design, $125,000* per commitment; information technology, $100,000* per commitment;

Forestry Commission (for a period of three years):  supplies and services, $100,000* per commitment; major fire fighting equipment (per commodity codes 065, 071, 072, 073, 760, and 765), $1,000,000* per commitment; consultant services, $75,000* per commitment; information technology, $75,000 per commitment; and
Department of Disabilities and Special Needs (for a period of three years):  pharmaceutical drugs, $1,000,000 total annual contracts; pharmaceutical services, $1,000,000 total annual contracts; supplies and services, $250,000* per commitment; consultant services, $250,000* per commitment; information technology, $100,000* per commitment; construction contract award, $250,000* per commitment; construction contract change order, $250,000 per change order, architect/engineer contract amendment, $25,000 per amendment.
Information relating to this matter has been retained in these files and is identified as Exhibit 4.

Executive Director:  Revenue Bonds (Blue Agenda Item #5)
The Board approved the following proposals to issue revenue bonds:

a.
Issuing Authority:
Laurens County

Amount of Issue:
$425,000 Tax-Exempt Special Source Revenue Bonds  

Allocation Needed:
-0-

Name of Project:
Fitesa, Inc.

Employment Impact:
approximately 80 new, full-time jobs (approximately $150,000,000 investment)

Project Description:
provide for infrastructure serving project to facilitate development of industrial park

Bond Counsel:
Michael E. Kozlarek, Parker Poe Adams & Bernstein LLP
(Exhibit 5)
b.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
Not Exceeding $115,000,000 Variable Rate Revenue Bonds 

Allocation Needed:
-0-

Name of Project:
UMA Refinance

Employment Impact:
maintenance of permanent employment (both direct and indirect) for at least 1,531 people from the City of Charleston and surrounding areas

Project Description:
to refund prior obligations of University Medical Associates of The Medical University of South Carolina and defray costs related to the previous acquisition, renovation, improvement, furnishing, and equipping of Rutledge Tower and related financings and refinancing (including in connection with previously issued auction rate securities and swap termination obligations).

Note:


public or private sale


Bond Counsel:

Rion D. Foley, McNair Law Firm

(Exhibit 6)
c.
Issuing Authority:
State Housing Finance and Development Authority

Amount of Issue:
$61,505,000 Multifamily Rental Housing Revenue Bonds 

Allocation Needed:
$61,505,000

Name of Project:
Various Rural Housing Apartments

Employment Impact:
n/a

Project Description:
acquisition and rehabilitation of rural housing developments

Bond Counsel:
Tracey C. Easton, State Housing Finance and Development Authority
(Exhibit 7)
Executive Director:  Economic Development (2008 Ceiling Allocations) (Blue Item #6)
In July 2008, Congress passed a new housing bill, H.R. 3221, that in part temporarily raises every state’s private-activity bond cap for single- and multi-family housing projects through the end of the calendar year.  For South Carolina, this means an additional $144.7 million in volume cap for single- and multi-family housing projects only.  That brings South Carolina’s total volume cap to $519.4 million.

The South Carolina State Housing Finance and Development Authority requested $61,505,000 in ceiling allocation from the additional volume cap for single- and multi-family housing projects for various rural housing apartment projects.

Board approval of the recommended request, will leave an unexpended state ceiling balance of $83,195,000 from the pool of additional volume cap for single- and multi-family housing projects to be allocated later in the calendar year.
In accord with Code Section 1-11-500 et seq. and upon the recommendation of the South Carolina State Housing Finance and Development Authority, granted the following tentative ceiling allocations from the pool of additional volume cap for single- and multi-family housing projects: 

State Housing Finance and Development Authority, Various Rural Housing Apartments projects, $61,505,000.

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

Governor’s Office:  Retirement Systems Rate Assumption (Regular Session Item #1)
The Board was asked to adopt an assumed investment rate of return of 7.25% on investments of the assets of the retirement trust funds for the South Carolina Retirement System and the South Carolina Police Officers Retirement System.  Pursuant to Section 58(C) of Act 311 of 2008, SC Code sections 9-1-1810 and 9-11-310, as existed prior to the enactment of Act 311, shall become the respective governing provisions.

Governor Sanford stated that the Board is looking at a situation that continues to deteriorate from a standpoint of global and national financial markets.  He said that at some point reality has to be taken into account in looking at the pension fund in South Carolina.  Governor Sanford discussed several charts showing the historical impact of the economy on the assumed rate of return.  Governor Sanford stated that his point is that if one looks at the assumed rate of return in the long run it will be closer to 5.3% versus the 8% upon which the assumption is based.  He said that the problem with the 8% assumption rate is that if it is not produced retirees, taxpayers or other state workers who are paying into the system are going to be hurt in the long run.  He noted that currently the retirement system has an unfunded liability of $10 billion.  Governor Sanford stated that looking at South Carolina in comparison to other states this is a real warning sign.  He said that South Carolina is the 17th worst funded of the pension plans out of 125 of the largest funded pension plans in the United States.  He noted that South Carolina is below 70% funded at 69.5%.  Governor Sanford further stated that based on the numbers he has seen an 8% assumption rate is not realistic and asked the Board to consider lowering the assumed rate of return back to the 7.25% it was at prior to the change.


Senator Leatherman asked Governor Sanford whether his chart showing where other states were over funded could mean that those states were investing in equities when South Carolina was investing strictly in treasury bonds to which Governor Sanford responded absolutely.  Senator Leatherman pointed out that perhaps those states were over funded because their growth was there and that South Carolina did not see the same growth because of its restriction on the investment of funds.  Governor Sanford stated that the other states are over funded because of the massive build up over the past 20 years.  


Senator Leatherman moved to table the item.  Mr. Cooper seconded the motion.  


Governor Sanford asked whether anyone was going to defend the State’s ability to make more than 8% on the assumed rate of return.  Senator Leatherman stated that he believes that the State can reach the 8% assumed rate of return now that it is able to invest in equities.  


Mr. Eckstrom said that Governor Sanford made an interesting point, but that the State should continue to look long term at its investment horizon.  He said that the 8% return is not necessarily based on what has occurred the last 20 years.  


Governor Sanford asked Ms. Boykin whether Milliman’s long term assumption was 20 years.  Ms. Boykin said that it was 30 years long term.  Mr. Eckstrom stated that Milliman is matching the asset book with the liability book as they should be doing.  He said the liability book goes out 30 or more years and that the investment consultants and investment experts are trying to project what to expect over that period of time.  Governor Sanford said that the fatal flaw is that 20 years of those 30 years was during the greatest bull market run in America.  Mr. Eckstrom said that it is the next 30 years and not the past.  Ms. Boykin commented that it is important to remember that when looking at historical information one must look at the asset classes that were available.  She said that many of the asset classes that are available today were not available 50 years ago.  She said that part of that plays into what was available historically.  Governor Sanford stated that Ms. Boykin is talking about new asset classes that have been derived recently with the spin off of financial markets.  He said that some of those asset classes are going to be proven as disastrous because at the end of the day debt is debt and equity is equity.  He said that applying a lot of debt on equity for a short term period can result in a high rate of return, but that the historic rate of return over 100 years is an indicator of what is going to happen in the future rather than some new magical asset class with enough leverage to end up with a different rate of return other than what history has proven.  


Mr. Chellis said that the key to this issue is that the State is trying to have a diversified portfolio.  He said having a diversified portfolio allows for what Governor Sanford has said might happen and it allows for growth in the fund.  He said that as long as the portfolio is diversified and the risk of the asset allocations is reviewed then the State is protected going forward toward an 8% return.  Mr. Chellis said that like Governor Sanford he is looking for middle ground and that he believes that 8% is the low side of middle ground and that it is not an impossible achievement.  Mr. Chellis called for the question.

Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board agreed to table consideration of adopting an assumed investment rate of return of 7.25% on investments of the assets of the retirement trust funds for the South Carolina Retirement System and the South Carolina Police Officers Retirement System.  Mr. Chellis, Mr. Eckstrom, Senator Leatherman, and Mr. Cooper voted for the motion.  Governor Sanford voted against the motion to table.

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

Governor’s Office:  Division of State Information Technology Fee Suspension (Reg. #2)


The Board was asked to suspend mandatory IT fees charged by the Division of State Information Technology (DSIT) to state agencies for one month with the costs of such suspension offset by the funds in DSIT's operating cash balance, which at the end of the first quarter (September 30, 2008) was $17,919,779.

Mr. Fusco advised the Board that as of June 30, 2008, there was $17.9 million in the technology division operating account.  He said that $2.35 million goes to match federal funds for public schools and libraries to keep their internet service on line and that generates $33 million per year.  He noted that $9.2 million is set aside for the SCEIS project and the remainder is a cash flow of $6.4 million.  He stated that the cash flow is needed because over 40% of services is privatized and by law they are required to pay vendors within 30 days or pay a penalty.  He said that the cash flow is driven by many slow paying agencies and that a number of them are delinquent.  He noted that some are over 121 days past due.  Mr. Fusco stated that if a rebate is going to be done the average monthly amount is $851,000.  


Senator Leatherman asked Mr. Fusco whether the $851,000 equates to one month’s forgiveness.  Mr. Fusco said that is the average for one month for mandatory services.  Senator Leatherman further asked how much of the cash balance is for the SCEIS project.  Mr. Fusco said that $9.2 million is set aside for the SCEIS project which is under proviso for the current year and next year.  Senator Leatherman said the Board would not want to touch the SCEIS money.  Senator Leatherman stated that he would be willing to do the one month forgiveness, but that when that is done the agencies should be mandated to pay what they owe because that is not fair to the other agencies that are paying.  


Senator Leatherman moved to allow one month forgiveness with the caveat that agencies pay whatever their outstanding balances are.  Mr. Eckstrom asked what the amount of the outstanding past due is.  Mr. Fusco said that it is a little over $4 million.  Senator Leatherman said that he knows that Mr. Eckstrom has an interest in the SCEIS project and that payment of the past due amount would help the SCEIS project tremendously.


Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board suspended mandatory IT fees charged by the Division of State Information Technology (DSIT) to state agencies for one month ($851,000) with the costs of such suspension offset by the funds in DSIT's operating cash balance, which at the end of the first quarter (September 30, 2008) was $17,919,779 and directed that agencies make timely payment of all bills and pay any outstanding balances owed to DSIT for IT fees.

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

Office of State Budget:  Department of Corrections – Agency Deficit (Regular Item #3)

At the June 17, 2008, Board meeting, the Board voted to recognize a General Fund deficit for the Department of Corrections (SCDC) for FY 2007-08 and, as part of this deficit recognition, required that for FY 2008-09 the Department shall report monthly on every major expenditure category compared to their budget.  In addition, it was directed that the Department of Corrections shall be included on the Board’s agenda to report progress in limiting expenditures to budget at each Board meeting following the end of each fiscal quarter.  To date the Department has provided monthly expenditure and revenue reports for the first three months of the year which have been forwarded to each Board member.  

For the current fiscal year the Department projects expenditures will total $416.3 million or approximately $9 million more than last fiscal year.  Personal Service and fringe benefits expenditures (which comprise 70% of the Department’s budget) are projected to increase by $4.8 million which is primarily attributable to the 1% Base Pay Increase and discretionary pay increases implemented by the Department.  The average daily inmate population for FY 2007-08 was 23,889.  As of October 15, that figure had risen by 95 to 23,984.  SCDC anticipates other operating expenses including medical, food and energy will continue to be impacted by inflation.  SCDC projects other funds revenue will increase by approximately $1.8 million and plans to use $1.3 million in FY 2007-08 year ending cash balances toward reducing the deficit.  For FY 2008-09 the Department is projecting expenditures will exceed available resources by $14,572,111.

Since the first of the fiscal year the Department has taken steps to curtail spending and increase revenue through various initiatives.  These initiatives are projected to have a $3.7 million impact in the current year thereby reducing the projected deficit from $18.2 million to $14.5 million.  The Department, with assistance from the Department of Health & Human Services, is in negotiations with the USC School of Medicine and Palmetto Richland Memorial to begin a program that would allow SCDC to purchase HIV and Hepatitis drugs at reduced costs.  The Department anticipates beginning this program on December 1, 2008 and expects to realize a savings of $1,050,000 this fiscal year.  Other initiatives include the following:

-
Increasing inmate medical co-pays by $2 per incident

-
Moving inmate records review function to the Department’s intranet

-
Reducing free postage available to indigent inmates

-
Reducing from 14 to 5 the number of days worth of medications an inmate is supplied with upon release

-
Raising canteen prices by 5%
The Department’s base reduction per the Appropriation Rescission Act (H.5300) was $10,098,964, however, H.5300 provided that competitive grants funds totaling $8,295,753 shall be transferred to SCDC to be used to offset the agency’s base reduction.  This act also added Proviso 89.125 authorizing the Governor to transfer “special revenue funds” from the Department of Motor Vehicles to the Department of Corrections to offset any deficit officially recognized by the Board.

Senator Leatherman asked whether the agency was staying within its budget and if not why not and how much is the agency outside of its budget.  Jon Ozmint, Director for the Department of Corrections, stated that they are running a $14 million deficit for this fiscal year.  Mr. Ozmint said that they have had everyone that was requested to look at their expenditures do so and after following their advice no one has said that they will not run a deficit if they continue to accomplish what the law and the courts require them to accomplish.  Senator Leatherman asked whether any of the recommendations have shown that there could be savings in certain areas.  He said that in order to meet the $14 million deficit figure the Department would have to achieve all of the savings that have been recommended to it.  Senator Leatherman asked what the projected deficit would have been had the savings measures not been instituted.  Mr. Ozmint said the deficit would have been at least $2 million more.  

Mr. Ozmint said medical costs are what is killing them.  He said that they are beating the southeastern CPI on medical costs, but with the margin on which they operate, beating the CPI by three points and coming up with a 2% increase in medical costs on an annual basis is killing them.  He said that it is killing every prison system in the country.  He said that when length is added to an inmate’s sentence or when an inmate comes to them and the inmate is sick the prison buys all of his costs.  He said that they have reduced other costs, but that their big driver is medical costs.

Senator Leatherman asked Mr. Ozmint whether the Department had implemented the recommendations of the Office of Human Resources and Fleet Management.  Mr. Ozmint said that the recommendation of the Office of Human Resources was that the Department cut the pay of its officers coming into the Department and that they believed that is a self-defeating proposition.  He said that they do not think that it is fair to reduce their deficit by $2 million by cutting the pay of the lowest paid law enforcement officers in the state.  He said that would end up driving their vacancy rates up and they would have to lock down units more and would experience more escapes.  Mr. Ozmint said that Fleet Management recommended that they get rid of their older vehicles.  He said that when they have the opportunity to replace vehicles they take the older vehicles and use them for local transportation.  He said that when the older vehicles break down and need major repair they then turn them in to Fleet Management.  He said that he has talked to his fleet manager to make sure they are not operating any extra vehicles that are not being used everyday.

In further discussion, Senator Leatherman asked Mr. Ozmint whether for this coming legislative session he has looked to see where recommendations might be made to help the Department to not run a deficit.  Mr. Ozmint said that one suggestion is to do an early release program that is fair to all inmates.  He said that no inmates who are getting out would be released.  He said that they have imposed two alternative emergency powers act that would empower them to release inmates early.  He said that the legislature would set how much earlier the releases need to be in order for the Department to be able to close a prison.  He said that they would then release a number of inmates early each month in order to maintain the population cap.  Senator Leather further asked Mr. Ozmint whether he is prepared to come to the House and Senate committees with recommendations.  Mr. Ozmint said that he is prepared to say that this is a way that spending can safely be reduced.  

Mr. Eckstrom asked Mr. Ozmint what benefit does he expect from falling fuel prices.  Mr. Ozmint said that if fuel prices fall and stay low it will give them a cushion of a few hundred thousand dollars a year.  He said that they have cut court runs and have incurred the wrath of the courts.  He stated, however, that when they were looking at a $20 to $25 million deficit and could not afford to buy gas at $4.00 a gallon they shut down the system that basically allowed judges to write a check against their account.  He said they still moved inmates to court but with reassurances from the court that the judge would get to the inmates case on the day they are transported.  Mr. Ozmint further commented that so much of what the Department spends is out of their control.  Mr. Eckstrom stated that he seemed to recall that when gas went from $2.00 to $4.00 a gallon that it had a much greater impact than the Department expected.  Mr. Ozmint said that it would have a bigger impact.

Governor Sanford said that what Mr. Ozmint is really saying is that only so much blood can be squeezed from a turnip.  He said that at some point the legislative body will need to fund the Department at a higher level or there is going to be a consequence with regard to the length of time people are staying in the system.  

The Board received as information the Department of Correction’s expenditure, revenue and deficit projections for the current fiscal year, directed the Office of State Budget to continue working with the Department in identifying and monitoring efforts to reduce or eliminate the potential deficit, and directed the Department to continue providing monthly expenditure revenue reports per the Board’s June 17, 2008, directive.

Information relating to this matter has been retained in these files and is identified as Exhibit 11.

Office of State Budget:  Permanent Improvement Projects (Regular Session Item #4)

Prior to the vote on this item Governor Sanford again noted his administration’s position with regard to a moratorium being placed on permanent improvement projects.  


Upon a motion by Mr. Cooper, seconded by Senator Leatherman, the Board approved the following permanent improvement project establishment requests and budget revisions, as noted herein, which have been reviewed favorably by the Joint Bond Review Committee.  Mr. Cooper, Senator Leatherman, Mr. Chellis, and Mr. Eckstrom voted for the motion.  Governor Sanford voted against the motion:
Establish Construction Budget

(a)
Summary 3-2009:  JBRC Item 11.  Medical University of South Carolina


Project:
9796, Bioengineering Building Construction


Request:
Increase budget to $58,250,000 (add $52,250,000 - $16,398,474 Federal, $32,099,995 Other, Research University Infrastructure Bond and $3,751,531 Other, Indirect Cost funds) to construct an approximately 95,000 square foot building to house Bioengineering, Regenerative Medicine, and Cancer Genomic Science at MUSC.  The project was established in January 2008 as part of a Research University Infrastructure Project.  When the research infrastructure project was approved, the budget for the Bioengineering Building was approved for $6 million for design services only instead of the total projected cost of $58.25 million.  Based on the current cost estimate, MUSC wishes to establish the budget to complete design and construct the building.  The building will serve as a platform for interdisciplinary research, cooperation and collaboration among the State’s three research universities, including the sharing of faculty, research projects and students in the building.  The agency reports the total projected cost of this project is $58,250,000 and additional annual operating costs of $1.8 million will result in the three years following project completion.  The agency also reports the projected date for execution of the construction contract is April 2009 and for completion of construction is April 2011.  (See Attachment 1 for this agenda item for additional annual operating costs.)

(b)
Summary 3-2009:  JBRC Item 13.  Budget and Control Board


Project:
9851, Blatt Building Roof Replacement


Request:
Increase budget to $543,365 (add $503,365 Appropriated State funds) to replace the 20-year old roof on the Blatt Building.  The project was established in January 2008 to begin pre-design work which is now complete.  Based on the current cost estimate, the agency wishes to proceed with replacing the roof.  The roof has reached the end of its life expectancy and a moisture scan of the roof indicated moisture leaking conditions along the parapets.  Replacing the roof will prevent water from intruding into the building and causing additional damage to the building’s interior.  The agency reports the total projected cost of this project is $543,365 and no additional annual operating costs will result from the project.  The agency also reports the projected date for execution of the construction contract is March 2009 and for completion of construction is July 2009.

(c)
Summary 3-2009:  JBRC Item 15.  Department of Mental Health


Project:
9709, Campbell VA Home Renovations


Request:
Increase budget to $550,000 (add $500,000 - $325,000 Federal and $175,000 Other, Medicaid funds) to replace the nurse call and HVAC control systems, upgrade the security system, and renovate portions of the kitchen at the Campbell VA Nursing Home in Anderson.  The project was established in May 2008 to begin design work for the renovation.  Based on the current cost estimate, DMH wishes to proceed with the renovation. The existing systems are more than 16 years old, are hard to maintain, and parts are hard to find.  The kitchen walls have deteriorated due to high moisture and need to be replaced.  The agency reports the total projected cost of this project is $550,000 and no additional annual operating costs will result from the project.  The agency also reports the projected date for execution of the construction contract is May 2009 and for completion of construction is December 2009.

(d)
Summary 3-2009:  JBRC Item 16.  Department of Mental Health


Project:
9710, Crafts Farrow Nutritional Services Freezer Replacement


Request:
Increase budget to $400,000 (add $385,000 Other, Medicaid funds) to replace the nutritional services freezer at the Crafts Farrow campus of the Department of Mental Health.  The project was established in May 2008 to begin design work.  Based on the current cost estimate, DMH wishes to proceed with the replacement.  The nutritional services building prepares more than 3,000 meals a day for DMH’s inpatient facilities and DDSN’s Midlands Center and prepares food for bulk transport to Harris Hospital weekly.  The existing freezer is too small, is in poor condition, and has been cited by DHEC.  A larger freezer will allow DMH to take advantage of bulk purchases at reduced costs.  The agency reports the total projected cost of this project is $400,000 and no additional annual operating costs will result from the project.  The agency also reports the projected date for execution of the construction contract is April 2009 and for completion of construction is August 2009.

Increase Budget

(e)
Summary 3-2009:  JBRC Item 18.  Department of Disabilities and Special

           Needs


Project:
9809,  Whitten Center Various Dorms Repair/Renovation


Request:
Increase budget to $750,000 (add $250,000 - $175,000 Excess Debt Service and $75,000 Other, Whitten Center Special Contribution funds) to do additional repairs and renovations on various dorms at the Department of Disabilities and Special Needs’ Whitten Center.  The project was established in August 2007 to renovate the dorms and some of the originally planned work has been completed.  During the design phase, additional work was determined to be needed to some of the dorms.  The project scope is being revised to include repairing or replacing damaged windows, installing aluminum awnings and patio covers, refurbishing kitchen countertops, and expanding soiled linen areas in various dorms.  It will be more efficient and less disruptive to do this work along with the originally planned renovations, which include roof repairs, bathroom renovations, heat pump and air handler replacements, and interior repairs.  The agency reports the total projected cost of the project is $750,000 and no additional annual operating costs will result from the project.

Establish Project for A&E Design Funding

(f)
Summary 3-2009:  JBRC Item 1.  Clemson University


Project:
9886, Lee Hall Complex Expansion/Renovation


Request:
Establish project and budget for $465,000 (Other, Institutional Capital Project Funds) to begin design work to construct an approximately 60,000 square foot addition to Lee Hall and renovate the existing 124,000 square foot facility at Clemson.  Lee Hall was constructed in 1958 with two additions added since that time and houses the architecture and arts programs at Clemson.  A February review by the National Architectural Accrediting Board reported the conditions of the space had reached crisis levels and delaying the project could jeopardize Clemson’s ability to meet accreditation standards.  The addition and renovation are needed to relieve overcrowded studio and classroom conditions, provide space for faculty and expanded programs, and address accreditation concerns.

(g)
Summary 3-2009:  JBRC Item 2.  Clemson University


Project:
9887, Manning Hall Renovation


Request:
Establish project and budget for $159,000 (Other, Housing Improvement Funds) to begin design work to renovate Manning Hall at Clemson.  The high rise, 400-bed dormitory was constructed in 1967 with a two-pipe HVAC system.  The renovation will include replacing the two-pipe system with a modern four-pipe system, creating community spaces on the upper eight floors, upgrading the lower two floors, and upgrading the electrical and information technology systems.  The HVAC system has major piping problems that are causing damage to the facility and students’ personal property and other renovations are needed because the building has not had a major renovation since it was constructed.

(h)
Summary 3-2009:  JBRC Item 9.  Criminal Justice Academy


Project:
9607, CJA Village Construction


Request:
Establish project and budget for $125,000 (Other, Surcharge funds) to begin design work to construct a village complex of new buildings for basic law enforcement training at the Criminal Justice Academy.  The village will consist of two dormitories, a classroom building, a cafeteria and a physical training area.  The design work will include evaluating construction methods to determine the lowest practical construction cost, the shortest construction time, and the lowest operating cost.  The new facilities are needed because of the growth and expansion of basic law enforcement training for new city, county and state law enforcement officers.  The academy plans to house and train all new officers in a self-contained location on the Academy’s Columbia campus.

(i)
Summary 3-2009:  JBRC Item 8.  Budget and Control Board


Project:
9871, Columbia Mills Building Chillers 1 & 2 Replacements


Request:
Establish project and budget for $23,760 (Other, Depreciation Reserve funds) to begin design work to replace the two chillers at the Budget and Control Board’s Columbia Mills Building. The chillers are more than 20 years old and have exceeded their life expectancy.  One of the chillers has already failed and repairs have become cost prohibitive.  The new chillers will provide reliability for maintaining temperature controls for the public and museum artifacts and will lower operating and maintenance costs for the building.

(j)
Summary 3-2009:  JBRC Item 3.  Medical University of South Carolina


Project:
9799, Harborview Office Tower Renovation


Request:
Establish project and budget for $18,000 (Other, College of Medicine Practice Plan funds) to begin design work to renovate portions of two floors in the Harborview Office Tower at MUSC.  Approximately 18,000 square feet of space on the first and tenth floors will be renovated to create and support a Neurosciences Clinic.  The new clinic will combine clinical and research functions for the Department of Neurosciences.  The renovation will provide exam, interview and procedure rooms, support spaces and offices for physicians, researchers and administrative personnel for the clinic.

(k)
Summary 3-2009:  JBRC Item 6.  State Board for Technical and

                                              Comprehensive Education


Project:
9995, Greenville - University Transfer Building Auditorium 



          Renovation


Request:
Establish project and budget for $17,300 (Other, Local funds) to begin design work to renovate the 5,130 square foot auditorium in the University Transfer Building on the Barton campus of Greenville Tech.  The work will include creating a state of the art auditorium, upgrading the lighting and communications systems, seating, and finishes, and addressing life safety, building code and ADA conditions.  The auditorium is 38 years old, in poor condition from heavy usage, and cannot provide the information technology and audio visual equipment needed for current instructional methods.

(l)
Summary 3-2009:  JBRC Item 5.  Medical University of South Carolina


Project:
9801, Clinical Sciences Building Air Handler #6 Replacement


Request:
Establish project and budget for $15,000 (Other, Institutional Capital Project Funds) to begin design work to replace air handler #6 in the Clinical Sciences Building at MUSC.  This begins the second phase of a two-phase project to replace the air handlers on the eighth and ninth floors of the building to provide adequate heating and air to the south side of these floors.  The air handler is more than 30 years old and beyond its useful life.  It was not designed to handle the current indoor air quality demands for research being conducted in the facility and repair is no longer a viable option.

(m)
Summary 3-2009:  JBRC Item 4.  Medical University of South Carolina


Project:
9800, Quad E Building Roof Replacement


Request:
Establish project and budget for $12,000 (Other, Institutional Capital Project Funds) to begin design work to replace approximately 3,500 square feet of roofing on the Quad E Building at MUSC used by the College of Pharmacy.  The existing roof has exceeded its useful life, has multiple leaks, and is a constant maintenance problem for the university.

(n)
Summary 3-2009:  JBRC Item 7.  Budget and Control Board


Project:
9870, State House Exterior Walls and Windows Repair/Renovation


Request:
Establish project and budget for $10,447 (Other, Depreciation Reserve funds) to begin design work to repair the exterior walls and windows of the State House.  The work will include caulking window joints, tuck pointing between masonry units, sealing and other processes to prevent water intrusion.  Water leaks have developed in the exterior walls and some of the window seals.  The leaks have caused water intrusion into the interior walls, causing plaster damage.  Continuation of these leaks could damage wall integrity and the valuable artifacts attached to the walls in the State House.

Establish Project for Preliminary Land Studies

(o)
Summary 3-2009:  JBRC Item 21.  Coastal Carolina University

Project:
9563, Meade Fire Tower Site Acquisition

Request:
Establish project and budget for $5,000 (Other, Operating Budget funds) to procure the investigative studies required to adequately evaluate property prior to purchase.  Coastal Carolina University is considering the purchase of approximately ten acres of land along Highway 544 near the campus from the Forestry Commission to develop facilities and student recreation space.  Student enrollment, research and support programs continue to expand and available property on the main campus is scarce.  The proposed source of funds for the acquisition is Other, Renovation Reserve and Plant Expansion funds.

After the vote was taken on the item, Mr. Eckstrom asked whether there was the possibility that a more comprehensive capital budgeting process could be developed like what is done with the operating budget.  He noted that the capital projects are a very large driver of the State’s operating budget.  Senator Leatherman stated that his understanding is that the state does have a five year capital improvement plan.  He said that each of them is given the plan to review and make comments about it.  Mr. Eckstrom stated historically that had come to the Board every year for review and approval, but that it has not come to the Board for the last few years.  He said that the whole capital budgeting system has loosened up to the point where there is no system anymore.  Senator Leatherman stated that if Mr. Eckstrom would come to a Joint Bond Review Committee meeting he would not come out of the meeting thinking that the system has loosened up.  Mr. Eckstrom said that he is talking about developing a more comprehensive approach.  He further stated that one thing that is not documented very well is how, across the board, projects are prioritized.  He said the five year plan requires agencies to prioritize projects within the agency, but that the CPIP does not go to the next stage and prioritize those high priority projects that agencies have identified.  


Mr. Chellis commented that over the past two months he has been visiting with agencies or having them to come by to give him their five year capital improvement plan.  He said that they are working with agencies to see if they can come up with a strategic plan for the five years and have debt service staff to come up with a matrix to see what funding is or is not available to implement a plan that is beneficial to the State.  


Information relating to this matter has been retained in these files and is identified as Exhibit 12.

General Services Division: Lander University Recreation, Wellness and Sports Complex Lease  (Regular Session Item #5)
Lander University (Lander) requested approval to lease from Lander RWS Properties, LLC (RWS Properties) 25± acres approximately one-tenth of a mile from the Lander campus, on which RWS Properties will construct a Recreation, Wellness and Sports Complex.  The complex will be the home for Lander’s outdoor athletic sports teams and will consist of soccer, tennis, baseball and softball fields.  The complex will additionally have a walking/jogging track, two recreation fields, a playground and a field house building.  RWS Properties was organized specifically for the development of the new complex and is wholly owned by the Lander Foundation, the support foundation of Lander.  The new complex will relieve space pressures on the main campus.  The Commission on Higher Education approved this lease at its October 2, 2008 meeting.

The lease term will be 22 years and will be effective after all approvals are obtained, estimated to be January 1, 2009.  The lease includes four optional extended terms of five years each and each extended term is subject to the approval of JBRC and/or the Board.  Rent for the first two years of the lease are calculated based on expenses already incurred by RWS Properties.  Rent for the first year of the lease will be $548,000 annually or $45,666.67 monthly.  Rent for the second year of the lease will be $571,000 annually or $47,583.33 monthly.  Thereafter, rent will be calculated based on the acquisition and construction costs of the complex and associated loan rates and legal costs, but will not exceed $691,000 per year or $57,583.33 per month for 20 years.  There will be no additional upfit costs above the cost of the lease.  No profit will be generated from lease payments.  Lander has the option to purchase the property at any time during or after the lease term for an amount equal to any acquisition and construction costs not paid for by Lander through the lease.  Construction is to be financed through JEDA bonds.  The maximum rent over the term of the lease is $14,939,000.  In addition, Lander will be responsible for all maintenance, utilities and operating costs.  Lander has adequate funds for the lease according to a Budget Approval Form submitted September 18, 2008, which also includes a multi-year plan. Lease payments will be made from Lander’s general operating budget and is not projected to require an increase in student tuition and fees.

The space allocation for the 16,129 square foot field house building, to be renovated from a portion of an existing building on the property, is 1,649 square feet for staff and 14,480 square feet for non-staff requirements including locker rooms, housekeeping, storage room, laundry room, child care area, aerobics room and exercise room.  Environmental Assessments have been obtained on the property.

The lease was approved by S. Anne Walker, Chairman of the Lander University Board of Trustees, on behalf of Lander and by Stephen D. Baggett, Sr., Chairman of the Lander Foundation Board of Trustees, on behalf of RWS Properties.  The lease was approved by the Joint Bond Review Committee at its October 29, 2008, meeting.

Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board approved the proposed lease by Lander University of 25± acres on which RWS Properties will construct a Recreation, Wellness and Sports Complex for a term of 22 years.


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

General Services:  Medical University of South Carolina Rutledge Tower Lease (Reg. Item #6)
The Medical University of South Carolina (MUSC) requested approval to lease from University Medical Associates (UMA), 96,343 square feet of space in the Rutledge Tower building located at 135 Rutledge Avenue in Charleston. Rutledge Tower is owned by the MUSC Foundation.  The Foundation leases the entire building to UMA under a master lease.  UMA sub-leases portions of the building to MUSC.

The proposed lease is for five years with two, five-year renewals at an annual rent of $1,577,646.  The rate per square foot is $16.38 (rounded) which results in a monthly rent of $131,470.50 (rounded).

This lease will provide office and clinical space for various College of Medicine departments, mainly Pediatrics, Dermatology, Otolaryngology and the Department of Medicine.  Comparables of similar state agency and commercial office space leased in the Charleston area are as follows:
	Lease Date
	Agency/Location
	Rate

	3/08
	MUSC
125 Doughty Street
	$24.75

	2/07
	MUSC
326 Calhoun Street
	$22.19

	Commercial
	University Medical Associates 

261 Calhoun Street
	$25.00


MUSC currently leases 33,851 square feet and 23,949 square feet in Rutledge Tower at the rate of $19.23 and $26.50 per square foot, respectively.  These leases will be terminated and those spaces are incorporated into this new lease which provides more space at a reduced rate.

UMA is responsible for all operating and maintenance costs and these costs are paid by UMA out of the rent with no provision for increase during the lease term.  The maximum rent over the term of the lease is as follows:

	Year
	Date
	Base
	Operating
	Rate/SF
	Rent

	1
	12/1/09
	$16.38
	Included in base
	$16.38
	$1,577,646.00

	2
	12/1/10
	$16.38
	"
	$16.38
	$1,577,646.00

	3
	12/1/11
	$16.38
	"
	$16.38
	$1,577,646.00

	4
	12/1/12
	$16.38
	"
	$16.38
	$1,577,646.00

	5
	12/1/13
	$16.38
	"
	$16.38
	$1,577,646.00


                    Renewal Term 1

	6
	12/1/14
	$16.38
	"
	$16.38
	$1,577,646.00

	7
	12/1/15
	$16.38
	"
	$16.38
	$1,577,646.00

	8
	12/1/16
	$16.38
	"
	$16.38
	$1,577,646.00

	9
	12/1/17
	$16.38
	"
	$16.38
	$1,577,646.00

	10
	12/1/18
	$16.38
	"
	$16.38
	$1,577,646.00


                    Renewal Term 2

	11
	12/1/19
	$16.38
	"
	$16.38
	$1,577,646.00

	12
	12/1/20
	$16.38
	"
	$16.38
	$1,577,646.00

	13
	12/1/21
	$16.38
	"
	$16.38
	$1,577,646.00

	14
	12/1/22
	$16.38
	"
	$16.38
	$1,577,646.00

	15
	12/1/23
	$16.38
	"
	$16.38
	$1,577,646.00


The total maximum cost to MUSC over the initial term of the lease is $7,888,230.  The cost to extend for two, five-year terms is an additional $15,776,460, or a total of $23,664,690 over 15 years.


MUSC has adequate funds for the lease according to a Budget Approval Form submitted August 29, 2008, which also includes a multi-year plan.  The building was originally constructed in 1926, with various sections being added in 1946, 1962, 1970, 1979 and 1986. The lease and the extended terms were approved by the Commission on Higher Education on September 4, 2008.  The lease was approved by the Joint Bond Review Committee at its October 29, 2008 meeting.
Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board approved the proposed lease by Medical University of South Carolina of 96,343 square feet of space in the Rutledge Tower building for a lease term of five years, and authorized Medical University of South Carolina to extend the lease for two terms of five years at the same rate as allowed under the terms of the lease.

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

General Services Division:  Vocational Rehabilitation Department Landmark Building Lease (Regular Session Item #7)

The Vocational Rehabilitation Department requested approval to continue leasing from Tower on Main LLC (Landlord), 30,538 square feet on the fourth floor of the Landmark Building, located at 301 North Main Street, Greenville.  Vocational Rehabilitation has been in this location since November 1, 1998, and wishes to continue leasing the current space.  This space accommodates all of the needs of Vocational Rehabilitation, meets all of Social Security Administration’s case processing requirements and no renovations are required.  Vocational Rehabilitation’s current lease at the location expires January 17, 2009.


The lease term will be five years commencing on January 1, 2009.  Rent will be $38,172.50 per month or $458,070 ($15 per square foot) for the first year of the lease.  This is a reduction from the $16.49 per square foot rate for the last year of the present lease.  Rent also includes 98 parking spaces for staff and visitors that cost the agency $65 per space.  The rate without parking is $12.50 per square foot.  Thereafter, base rent increases as shown in the second chart below.  The following are comparables of similar state agency office space leased in the Greenville area:

	Lease Date
	Agency/Location
	Rate

	9/1/06
	Governor’s Office-Continuum of Care 37 Villa Rd., Suite 300
	$15.73

	7/1/08
	Dept. of Motor Vehicles

300 University Ridge
	$15.00

	9/1/07
	Social Services

454 S. Anderson Rd.
	$14.84



Rent includes all operating costs.  Operating cost increases are capped at three percent per year, beginning with the second year of the lease.  Assuming operating expenses increase at three percent per year, the maximum rent over the term of the lease is as follows:
	Year
	Date
	Base
	Operating
	Rate/SF
	Rent

	1
	1/1/09
	$9.50
	$5.50
	$15.00
	$458,070.00

	2
	1/1/10
	$9.80
	$5.67
	$15.47
	$472,422.86

	3
	1/1/11
	$10.11
	$5.84
	$15.95
	$487,081.10

	4
	1/1/12
	$10.42
	$6.02
	$16.44
	$502,044.72

	5
	1/1/13
	$10.74
	$6.20
	$16.94
	$517,313.72

	Average/Total
	$15.96
	$2,436,932.40



The total maximum cost over the term of the lease is $2,436,932.40 and there are adequate funds for the lease according to a Budget Approval Form and multi-year plan submitted August 29, 2008.  Vocational Rehabilitation receives federal funds and lease payments will be made from those federal funds, not state funds.  No option to purchase the property is included in the lease.

The space allocation of the new lease is 27,744 square feet for 115 FTEs or 241 square feet per FTE.  The remaining 2,794 square feet is utilized for a hearing room, a training room and computer server area.

The lease was approved by the Joint Bond Review Committee at its October 29, 2008 meeting.
Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board approved the proposed lease by Vocational Rehabilitation Department of 30,538 square feet in the Landmark Building in Greenville for a term of five years.


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

University of South Carolina:  An Amending Resolution Approving the Issuance and Sale of Not Exceeding $43,500,000 Higher Education Revenue Bond Anticipation Notes, Series 2008B, of the University of South Carolina (Regular Session Item #8)

The Board was asked to adopt an amending resolution approving the issuance and sale of not exceeding $43,500,000 Higher Education Revenue Bond Anticipation Notes, Series 2008B, in anticipation of the issuance of Series 2008B Bonds of the University of South Carolina.  This is in addition to the approval and authorization granted by the Board in the original resolution on September 23, 2008.


Governor Sanford indicated that he is going to vote no on this item because it has been his administration’s position that dorms are a more expensive form of housing.  He said that the price point in the two-year system is raised that will ultimately over time begin somewhat of an arms race of who has housing and who does not.  He said as a consequence that will raise the aggregate cost of higher education in South Carolina.


Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board adopted an amending resolution approving the issuance and sale of not exceeding $43,500,000 Higher Education Revenue Bond Anticipation Notes, Series 2008B, in anticipation of the issuance of Series 2008B Bonds of the University of South Carolina.  Mr. Chellis, Senator Leatherman, and Mr. Cooper voted for the motion.  Governor Sanford and Mr. Eckstrom voted against the motion.

Information relating to this matter has been retained in these files and is identified as Exhibit 16.

Future Meeting


The Board agreed to meet at 10:00 a.m. on Thursday, December 11, 2008, in the Governor’s conference room in the Wade Hampton Building.
Adjournment

The meeting was adjourned at 11:05 a.m.


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

