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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING


October 29, 2009  --  2:30 P. M.
The Budget and Control Board (Board) met at 2:30 p.m. on Thursday, October 29, 2009, in the Governor's conference room in the Wade Hampton Office Building, with the following members in attendance:

Governor Mark Sanford, Chairman;

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

Mr. Richard Eckstrom, Comptroller General; 

Senator Hugh K. Leatherman, Sr., Chairman, Senate Finance Committee; and
Representative Daniel T. Cooper, Chairman, Ways and Means Committee.
Also attending were Budget and Control Board Executive Director Frank Fusco; Chief of Staff William E. Gunn and Division Directors Peggy Boykin, and Rich Roberson; General Counsel Edwin E. Evans; Governor’s Deputy Chief Counsel Brandon Gaskins; Deputy State Treasurer Frank Rainwater; Comptroller General’s Chief of Staff James M. Holly; Senate Finance Committee Budget Director Mike Shealy; Ways and Means Committee Chief of Staff Beverly Smith; Board Secretary Delbert H. Singleton, Jr., and other Budget and Control Board staff.  

[Secretary’s Note:  The Board met immediately following a meeting of the Educational Facilities Authority for Private, Nonprofit Institutions of Higher Learning, the members of which are the Budget and Control Board members, ex officio.  During that meeting Mr. Chellis stated that this meeting was set up as a special short meeting.  He said that there were a couple of requests to put things on as a bond issue.  He said that he is concerned the requests come in at the last minute and they do not have adequate time to review them.  He said that he would like to have at least a week to two weeks ahead of time in order to review the proposed bond issues.  Senator Leatherman asked whether it was correct that the bond documents continue to change as they go through the review process and that the changes come close to the time of the Board meeting and whether that does not give Mr. Chellis’ staff time to review the changes.  Mr. Chellis said that is correct and that they may start off with one document and end up with six to eight changes being made to the document.  Mr. Chellis said that he would like some consideration in receiving the requests for bond issuances in a timelier manner.  Mr. Fusco commented that this was a special call meeting and that these items came up without the normal planning period.]

At the outset of the meeting Governor Sanford thanked Senator Leatherman and Mr. Cooper and their colleagues for their efforts to attract Boeing to the State.

Adoption of Agenda for Budget and Control Board
Upon a motion by Mr. Eckstrom, seconded by Mr. Chellis, the Board adopted the agenda as proposed.
Minutes of Previous Meeting

Upon a motion by Mr. Chellis, seconded by Mr. Eckstrom, the Board approved the minutes of the August 13, 2009, and September 3, 2009, Budget and Control Board meetings; acting as the Education Assistance Authority, approved the minutes of August 13, 2009, Authority meeting; and acting as the Educational Facilities Authority for Private, Nonprofit Institutions of Higher Learning, approved the minutes of the August 13, 2009, Authority meeting.

Blue Agenda


Upon a motion by Mr. Cooper, seconded by Mr. Chellis, the Board approved blue agenda items, except as otherwise noted herein.
General Services Division:  Easements (Blue Agenda item #1)
The Board approved the following easements in accordance with SC Code of Laws and subject to receipt of all appropriate permits as requested by the General Services Division:

	(a)
	County Location:
	Charleston

	
	From:
	Budget and Control Board

	
	To:
	City of Charleston

	
	Consideration:
	$700

	
	Description/Purpose:
	To grant a 0.452 acre easement for the construction, installation, operation and maintenance of a pump station and outfall structure into the Ashley River between the existing Hwy. 17 bridges near Lockwood Blvd.


	(b)
	County Location:
	Berkeley

	
	From:
	Budget and Control Board

	
	To:
	Berkeley County Water and Sanitation Authority

	
	Consideration:
	$700

	
	Description/Purpose:
	To grant a 0.61 acre easement for the construction, operation and maintenance of a sewer outfall into the Cooper River at the new Central Berkeley Wastewater Treatment Plant.


The Board also concurred and acquiesced in granting the following easements in accordance with SC Code of Laws as requested by the General Services Division:

	(c)
	County Location:
	Richland

	
	From:
	Clemson University

	
	To:
	City of Columbia

	
	Consideration:
	$1

	
	Description/Purpose:
	To approve the transfer of title to water lines together with an easement for the purpose of ingress, egress, operation and maintenance of said lines serving a new building at the Clemson University Sandhill Research & Education Center.


	(d)
	County Location:
	Horry

	
	From:
	Department of Natural Resources

	
	To:
	South Carolina Electric and Gas Company

	
	Consideration:
	$1,900

	
	Description/Purpose:
	To approve the grant of 0.23 acre easement for the relocation of a gas line due to widening of Highway 378 by SCDOT.



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

Retirement Division:  Appointment to the Retirement and Pre-Retirement Advisory Board (Blue Agenda Item #2)
This item was previously submitted as part of the regular session for the August 13, 2009, meeting. Section 9-2-20 of the South Carolina Code of Laws governs membership of the Retirement and Pre-Retirement Advisory Board (Board) and includes guidelines for its terms of office, vacancies, and appointment of officers. All seats on the Board are based on four-year terms, with each member being allowed to serve two consecutive four-year terms. A member recently resigned her seat on the Board. Therefore, to comply with the provisions of Section 9-2-20, a new member must be appointed to carry out the remainder of her term, which will expire April 12, 2010. The seat that is open is for a retired public school teacher. Ms. Bev Barbee of Columbia has been jointly recommended by the various retiree associations for the vacant seat.

The Board appointed Bev Barbee to the Retirement and Pre-Retirement Advisory Board.

Information relating to this matter has been retained in these files and is identified as Exhibit 2.

Executive Director:  Revenue Bonds (Blue Agenda Item #3)

The Board approved the following proposal to issue revenue bonds:

a.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
N/E $25,500,000 Economic Development Revenue Bonds ($16,500,000 refunding involved)

Allocation Needed:
-0-

Name of Project:
Goodwill Industries of Lower South Carolina

Employment Impact:
81 existing jobs in aggregate plus jobs created thru job 



training

Project Description:
finance acquisition of various facilities in Berkeley County, Horry County, and Sumter County and refinance Series 2007 JEDA bonds

Note:
private sale

Bond Counsel:
E. Tyler Smith, Haynsworth Sinkler Boyd, P. A.



(Exhibit 3)
South Carolina Educational Broadband Service Commission:  Approval of Joint Proposal of Clearwire Spectrum Holdings III, LLC (“Clearwire”) and DigitalBridge Spectrum Corporation (“DigitalBridge”) for the Leasing of the Excess Spectrum Capacity of the Educational Broadband Service (“EBS”) Licenses Held by the South Carolina Educational Television Network (“ETV”) (Regular Session Item #1)

The South Carolina Educational Broadband Service Commission (the “Commission”) was created by the South Carolina General Assembly pursuant to Act 405 of 2008.  The Commission is composed of seven (7) private-sector members.  Act 405 directs the Commission to use a competitive process to obtain proposals from commercial entities for the leasing of the excess spectrum capacity of the EBS licenses held by ETV.  The Commission issued a Request for Proposals (the “RFP”) dated January 2, 2009.  Proposals were required to be submitted by February 27, 2009.  Eight (8) separate and varied proposals were submitted in response to the RFP.  After a competitive procurement process and thoughtful consideration and deliberations, the Commission unanimously recommended to the Joint Bond Review Committee that it approve the joint proposal of Clearwire and DigitalBridge.  This recommendation was presented to the Joint Bond Review Committee at its June 3, 2009, meeting.  Following a thorough evaluation, which included the establishment of a special subcommittee and several public hearings, the Joint Bond Review Committee approved the joint proposal at its September 23, 2009, meeting.  Pursuant to Act 405, the joint proposal is now before the State Budget and Control Board for final approval.  With Board approval of the joint proposal, the State and ETV will enter into lease agreements with Clearwire and DigitalBridge for the lease of the excess spectrum capacity of the EBS licenses.  

Pursuant to the joint proposal, the EBS licenses will be leased for a maximum term of thirty (30) years.  The aggregate total lease payments to be received by the State of South Carolina over the maximum term of the lease agreements is $142,723,970.20.  Act 405 requires that lease payments must be deposited into the State General Fund.

Upon a motion by Mr. Chellis, seconded by Senator Leatherman, the Board approved the recommendation of the South Carolina Educational Broadband Service Commission for the approval of the joint proposal of Clearwire Spectrum Holdings III, LLC and DigitalBridge Spectrum Corporation for the leasing of the excess spectrum capacity of the Educational Broadband Service licenses held by the South Carolina Educational Television Network as approved by the Joint Bond Review Committee; and delegated to the director of the Division of State Information Technology the authority to finalize and execute all necessary documents on behalf of the Board.

Information relating to this matter has been retained in these files and is identified as Exhibit 4.

Department of Transportation:  Not Exceeding $375,000,000 South Carolina General Obligation State Highway Refunding Bonds, Series 2009 (Regular Session Item #2)
The Board was asked to adopt a resolution approving the issuance and sale of not exceeding $375,000,000 aggregate principal amount general obligation state highway funding bonds.  The bonds will be issued in the aggregate principal amount of not exceeding $375,000,000, in order to provide funds for (i) refunding and defeasing certain maturities of the General Obligation State Highway Bonds, Series 1999A, currently outstanding in the principal amount of $137,000,000, the General Obligation State Highway Bonds, Series 2001A, currently outstanding in the principal amount of $1,460,000, and the General Obligation State Highway Bonds, Series 2001B, currently outstanding in the principal amount of $243,655,000; or such other series and maturities of General Obligation State Highway Bonds as may be determined by the Office of the State Treasurer to effectuate a debt service savings; and (ii) paying the costs of issuance of the bonds.   


Upon a motion by Mr. Chellis, seconded by Mr. Cooper, the Board adopted a resolution authorizing the issuance of not exceeding $375,000,000 South Carolina General Obligation State Highway Refunding Bonds, Series 2009.

Information relating to this matter has been retained in these files and is identified as Exhibit 5.
General Services Division:  Clemson University Sale of Property to the Town of Pendleton (Regular Session Item #3)
Clemson University requested approval to sell two tracts of land consisting of 7.77 ± acres (Tract A – 1.756 acres; Tract B – 6.012 acres) to the Town of Pendleton for the expansion of the Pendleton-Clemson Wastewater Treatment Plant.  The subject properties are located adjacent to the existing wastewater treatment plant on Woodburn Road in Anderson County, one mile southwest of Pendleton near the Clemson Experimental Forest and two miles east of Lake Hartwell.    

The wastewater treatment plant serves the Town of Pendleton, City of Clemson and portions of Anderson County.  Additional land is required to construct the planned improvements, which will enable the treatment plant to meet more stringent Environmental Protection Agency (EPA) standards.  The cost of the improvements is estimated at $5,300,000, which will be funded in part by a $1,650,000 State Revolving Fund (SRF) loan, 45% of which will be paid back by the Town of Pendleton, 50% by the City of Clemson and 5% by Anderson County.   The SRF loan cannot be closed until approval of the sale is granted by the Board.  The remaining cost of the improvements will be funded through federal funds and an Appalachian Regional Council of Government grant.   

The Town of Pendleton offered to pay $52,000, the appraised value of the two properties as determined by an appraisal obtained by Clemson University dated June 17, 2009.  The sale was approved by the Clemson University Board of Trustees on July 17, 2009.


Upon a motion by Mr. Eckstrom, seconded by Mr. Cooper, the Board approved the sale by Clemson University of two tracts of land consisting of 7.77± acres to the Town of Pendleton for the expansion of the Pendleton-Clemson Wastewater Treatment Plant.

Information relating to this matter has been retained in these files and is identified as Exhibit 6.
General Services Division:  State Ports Authority Sale of Port Royal Railroad Right-of-way Corridor to Beaufort Jasper Water and Sewer Authority (Regular Session Item #4)

In 1985, the South Carolina State Ports Authority paid $550,000 to the Seaboard System Railroad, Inc., and received a quitclaim deed to the Port Royal Railroad, a 518± acre railroad right-of-way corridor running approximately 25 miles (including marsh/river crossings) between Ribaut Road in Port Royal and Yemassee.  The Ports Authority subsequently leased the railroad to the South Carolina Public Railway Commission, which provided rail service through a wholly owned subsidiary from 1985 until 2003.  In 2006, rail service was restored under the operation of the Beaufort Railroad Company, Inc., a subsidiary of the South Carolina Division of Public Railways; however, there was insufficient service to support its continued operation. 


In 2004, the Ports Authority obtained a “limited assignment appraisal,” which valued the right-of-way at $3,000,000.  In May 2008 the Ports Authority Board approved the sale of the right-of-way to the Beaufort Jasper Water and Sewer Authority (BJWSA) for $3,000,000, less certain costs and expenses up to a maximum of $1,000,000 (to date, the Ports Authority has incurred approximately $500,000 in such costs and expenses).  While the sale was pending, several adjoining landowners sought to establish an abandonment of the right-of-way by the State  but, on July 21, 2009, the Surface Transportation Board approved the right-of-way being “rail banked” by serving its Notice of Interim Trail Use under the National Trails System Act. 


The National Trails System Act (16 U.S.C. §1247) preserves unused rail corridors for possible future railroad use if the right-of-way is “banked” and used as a public trail.  In this case the BJWSA is purchasing the property to maintain its current water and sewer lines and provide for future expansion as development occurs.  Of the approximately 25 miles of right-of-way, 8.6 miles will be closed to the public and leased to several adjoining landowners for up to 100 years. The landowners will agree to license alternative routes for the public around or through their properties upon their closure of the trail and will permit BJWSA or other authorized utilities access to the right-of-way for maintenance or installation of underground lines.  The remaining 15.2 miles will be leased to the county and two municipalities for public trail use.


The Ports Authority sought approval to sell the railroad to the BJWSA.

Mr. Eckstrom said that he understood that the contract that was entered into contained some restrictions that will not carry forward into the deed because the agreement is that the contract expires at the closing.  He said that it is a technical point but wondered whether the parties would be willing to formalize those restrictions into the deed to protect everyone’s interest going forward.  Phillip Lawrence, general counsel for the State Ports Authority, said that they would not have a problem doing that.  He said that the deed is drafted and incorporates the interim trail use agreement and all of the terms of the purchase agreement.  


Senator Leatherman stated that he would like to see the document include language that in the event the South Carolina Railway Commission wants to restore the line and put it back in service they will have the right to do so.  He said that if an industry or plant wanted to locate 15 miles or so down the line there should be a way to preserve the ability to do so put into the documents.  Governor Sanford commented that his understanding is that the rails to trails program has a reversion possibility that allows that to happen.  Mr. Lawrence said that there is a provision to restore rail service under the National Trails Systems Act by petitioning to have service restored.  He said there would be no harm in placing that language in the deed because it is in the law.  Dean Moss with the BJWSA was present and stated that he had no problem with the provision being placed in the deed.  Senator Leatherman asked Mr. Lawrence to work with Board staff to develop appropriate language to be incorporated in the deed.


Mr. Eckstrom asked whether there were any members of the public present at the meeting who wanted to speak on this matter.  Thomas Logan, a local landowner, said that he shares some of Senator Leatherman’s concerns.  He noted that the scrap value of the railroad line as it lies on the ground is worth approximately $500,000 to $750,000.  He said to replace the railroad line the price for the rails alone is about $20 million and the ballast for the ties is another $20 million.  He said that he would like for the BJWSA to consider turning the right-of-way over to Beaufort County and several of the municipalities that are affected as it relates to a feasibility study which could include a historic tour and dinner train as well as a rails with trails.  He said the municipalities would like to pursue that possibility through Beaufort County.  Mr. Logan said that it would be a tremendous economic asset to the little towns on either end of the line.  He said he would like to see the line kept in place until an operator could be found to put the line to use for the good of the municipalities and Beaufort County.  Mr. Logan further stated that he is also an adjoining property owner with about 1000 feet in Beaufort Depot.  He said his understanding is that there are negotiations underway with some of the larger property owners to sublease Clarendon Plantation and most of the larger plantations which constitute three-fourths of the northern end of the line.  He said there has been no consideration for the other 280 landowners who would also possibly like to lease some of the right-of-way.  He further stated that it is fiscally irresponsible to tear up something like the railroad that has such a value and could be of larger economic value to the little towns.  He asked the Board to establish a committee to look into this matter to bring back recommendations with other practical ways to do things.  


Senator Leatherman asked whether public hearings have been held in the area regarding this matter.  Mr. Logan said that there have been no public hearings.  Governor Sanford said that he questions whether that is true.  Senator Leatherman said that his understanding is that there have been public hearings.  Governor Sanford said that part of the conversation that has taken place included a discussion that the original legislation required the sale of the Port Royal facility and that he was down for two of those meetings which included a discussion about the rail in as much as it served the Port Royal facility.  Governor Sanford further commented that there is not going to be a perfect compromise in this situation.  

In further discussion, Governor Sanford and Mr. Chellis noted that they have talked to Rep. Shannon Erickson and Senator Tom Davis, members of the local delegation in the area, asking them to support this matter.  Robert Franzen, a railroad developer, commented that he has been trying to start a tourist railroad in Beaufort County.  He said that he has written letters to the Ports Authority and the BJWSA and talked with several council members and no one wants to talk to him with regard to this matter.  He said that no one wants to have the train in the area.  He said he is not opposed to the sale but would like for the Board to put a contingency on the sale for there to be a waiting period before the rail is torn up.  He said he would like eight to twelve months to put something together with the local authorities to look at the option of having the tourist train.  He said if the railroad is torn up it cannot be saved and that the option of keeping the railroad in place, replacing it with a trail, or having a rail and trail has not been considered.  He said the option of keeping the rail in place should be studied.  Mr. Franzen said that his plan is to operate a tourist railroad that by the fifth year of operation would bring $15 million to $100 million of economic development to Beaufort County and the State.  He noted that there is no tourist railroad in the State and only a museum located in Winnsboro.  

Governor Sanford asked Mr. Franzen whether he currently runs a railway to which Mr. Franzen said that he does not.  Governor Sanford also asked Mr. Franzen how the project would be funded.  Mr. Franzen said that he has investors that are willing to put the money into the project and that they would lease the railway.  Governor Sanford asked Mr. Franzen what he has proposed in the way of lease payments.  Mr. Franzen said that can be negotiated, but that he is thinking of $10,000 per year for a lease payment to lease the tracks.  Governor Sanford asked how much would it cost to maintain the tracks.  Mr. Lawrence said that they are averaging around $10,000 per year to maintain the tracks and that there have been some years where they have spent about $30,000, but for the last several years it has been around $10,000.  Governor Sanford commented that is because there have been no trains running on the tracks and that there is no maintenance required for a railroad track that is not used.  Mr. Lawrence said to restore service to the railroad would require a substantial investment.  Dean Moss also commented that there is no immediate plan to take up the railroad tracks and that if the Board decided to have them wait for six months before tearing up the tracks he would have no objection.  

Mr. Franzen further pointed out that the transfer agreement also allows for a lease of 8.6 miles to wealthy landowners along the line.  He said if the leases are signed he will not be able to run the train over that property.  He said he would also like to be given a few months before the leases are signed with the adjoining landowners.  Governor Sanford said that there have been a number of years for Mr. Franzen to put together a viable option and he has not done that.  He said that there has been a lot of effort in putting together a compromise and that what the BJWSA has proposed sounds reasonable.  

Senator Leatherman asked whether the lease Mr. Franzen spoke of would prevent South Carolina railways from being put back into service in the future if needed.  Colden Battey with the Ports Authority said that the lease agreements that have been drafted would stop the leases at the point a railroad project was issued.  Mr. Lawrence added that these are not leases, but are easements for protection purposes because hunting is done on the property.  Mr. Lawrence further stated that there is only so much that can be done along the lines without federal approval because this matter is under federal jurisdiction.  


Upon a motion by Mr. Cooper, seconded by Mr. Eckstrom, the Board Considered and approved the request of the State Ports Authority to sell a 518± acre Port Royal Railroad right-of-way corridor to the Beaufort Jasper Water and Sewer Authority on the condition that the transaction documents provide that, if in the future, the South Carolina Railways Commission has a need to provide rail service to an industrial or commercial project anywhere along the right-of-way corridor, that the  Commission has the opportunity to pursue the right to do so, and on the condition that the related contractual commitments made by the Water and Sewer Authority survive the transfer of the property.  The Board directed staff to work with the Ports Authority to draft appropriate language.

Information relating to this matter has been retained in these files and is identified as Exhibit 7.
Office of Human Resources:  Approval of the Hiring Salary for the Director of Patriots Point (Regular Session Item #5)

The Patriots Point Development Authority requested approval to hire Mr. Richard Trammell as the Executive Director at a salary of $100,000.  The Agency Head Salary Commission has reviewed the request and recommends for final approval of the Budget and Control Board the hiring salary of $100,000 for Mr. Trammell.
	Name
	Agency
	Salary Range
	Requested Salary
	Recommended Salary

	R. Trammell
	Patriots Point
	$80,138 - $101,827 - $124,229
	$100,000
	$100,000



Upon a motion by Mr. Eckstrom, seconded by Mr. Cooper, the Board approved the request to hire Mr. Richard Trammell as the Executive Director of Patriots Point at a salary of $100,000 as recommended by the Agency Head Salary Commission.

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

The meeting was adjourned at 3:05 p.m.


[Secretary's Note:  In compliance with Code Section 30-4-80, public notice of and the agenda for this meeting were posted on bulletin boards in the office of the Governor's Press Secretary and in the Press Room, near the Board Secretary's office in the Wade Hampton Building, and in the lobby of the Wade Hampton Office Building at 3:00 p.m. on Tuesday, October 27, 2009.]

