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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING


September 23, 2008             10:00 A. M.
The Budget and Control Board (Board) met at 10:00 a.m. on Tuesday, September 23, 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 Director 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.  [Secretary’s Note:  The Board met immediately following meetings of the State Education Assistance Authority and the Educational Facilities Authority for Private, Nonprofit Institutions of Higher Learning, the members of which are the Budget and Control Board members, ex officio.]

Adoption of Agenda for Budget and Control Board

Governor Sanford said that there seems to be some level of confusion at the staff level on the motion that passed during the last meeting with regard to the cigarette insurance premium.  He said that he thinks that all the principals were clear on where they were, but based on what he saw in the paper there is some level of confusion at the staff level.  He stated that he wanted clarification on that point.  He asked whether that would be a separate agenda item or general discussion.  Mr. Eckstrom said that if the Board does not make the clarification by action the Board would have to correct the minutes because the minutes conflict with media reports.  Mr. Chellis asked whether or not the minutes could just be corrected with the discussion on the minutes.  Mr. Fusco commented that he thought the Board could make the correction with the discussion on the minutes and that could be the point at which the Board could reconsider the issue.  Governor Sanford commented that they will take the matter up when the Board discusses the minutes.


In further discussion, Governor Sanford stated that based on Section 58 of House Bill 4876 he wanted to go back and look at the COLA (cost-of-living-adjustment) because there is a specific provision in that legislation that would allow for a change based upon change, for example the change in the financial markets.  Senator Leatherman asked Governor Sanford what he meant when he said that he wanted to go back and take a look at the COLA.  Governor Sanford said that he thinks the Board should go back and look at the 8% rate of assumption it adopted because it is a faulty assumption especially given what has happened in the capital markets in the last week.  Mr. Eckstrom asked whether Governor Sanford’s request for an agenda item would be to consider the assumed rate of return rather than reconsider the COLA.  Governor Sanford said that was correct.  


Mr. Chellis indicated that this issue was not discussed prior to today’s meeting and that he is concerned whenever the Board members bring major items back to the Board to make quick decisions on them.  He said that he prefers to move to hold off the discussion until the next Board meeting.  Mr. Eckstrom asked whether the Board could discuss the matter and not take action.  Governor Sanford said that he would be willing to lay out his discussion points even if a vote is not taken for a month.  


After discussion on including an item to reconsider the assumed rate of return, Mr. Eckstrom moved to amend the agenda to permit the Board to include discussion on the assumed rate of return and on clarifying the minutes.  Mr. Fusco noted that the discussion concerning the change to the minutes can come up during the adoption of the minutes.  Governor Sanford seconded Mr. Eckstrom’s motion.  Mr. Eckstrom and Governor Sanford voted for the motion.  Senator Leatherman, Mr. Chellis, and Mr. Cooper voted against the motion.


Governor Sanford stated that he would discuss why the Board should consider reconsidering the assumed rate of return.  He noted an article from ABC News entitled “Stock Dive Hurts State Pension Budgets” that stated that most pension funds will have to pay more based on deteriorating rates of return.  He noted that the article points out how CalPers, the largest of the state run pension funds has an assumed rate of 7.75% below where South Carolina’s assumed rate of return is.  He said that the article describes losses held by CalPers’ fund within AIG, Freddie Mac, Fannie Mae, and Lehman Brothers.  Governor Sanford said that he would be curious to know whether the State had losses with those same funds.  He also noted another article from New York stating the loss of their pension fund amounting to a $6 billion loss.  He further noted a Washington Post article that stated that the US Association of actuaries is considering a change to the way state and local officials value the cost of pensions that would dramatically raise the contributions to the retirement funds.  He stated that this would raise taxes on future workers based on the assumptions.  He said that the American Academy of Actuaries has stated that the use of these optimistic assumptions is not permitted in the private sector and that the rate of return used in public pension funds is about double that which is used in private firms.  He said it was noted that the reasoning is that public funds do not face the possibility of going out of business unlike private firms in the private sector and that they should be allowed more leeway in the rates of return.  He said that this a kind code word for public pension funds since they do not go out of business because they can raise the taxes on the next group of retirees or the next group of workers to keep a system solvent.  Governor Sanford said that the Board needs to look at what amounts to an imputed raising of taxes on the next generation of workers.  


In further discussion, Governor Sanford stated that it is telling that Warren Buffett, who he said is viewed as probably the greatest American investor, says it is a horrible mistake to project an 8% return.  He quoted Mr. Buffett as saying that if people who are in office are wrong the chickens will not come home to roost until long after they retire.  He also noted that Mr. Buffet stated that public pension funding is woefully inadequate.  


Governor Sanford pointed out that the State’s projected rate of return is 8% and that the State’s three-year return over the last three years has been 5.2%.  He said the State’s one year return is down 2.6% and the previous quarter’s return it is down 4.2%.  He stated that those numbers were during times when things were relatively good compared to what is happening in the financial markets over the last week.  He stated that the quarter that ended this June 30th shows the State is down 0.6%.  He said he can only imagine what the returns will be for the next quarter.  He said that at some point the State has to face the question of whether its assumption is valid with regard to 8% versus not.  Governor Sanford said if the assumption is not valid that means that either retirees or taxpayers are going to be in real trouble going forward given the fact that the claim is ultimately on each one of them.  He stated that there is a real disconnect between what is seen in the financial market place and the State in projecting the rate of return.  


In further discussion, Governor Sanford noted that in the last 10 years there has been substantial growth in the retirement fund by people who are not State of South Carolina employees.  He noted that there has been 13% growth in the employees in the system and that there has been 10% growth in employers in the system.  He said the new additions seem to be piling onto the system and that their entry onto the system makes it much more unsustainable.  He said given what is taking place in Congress with regard to Treasury Secretary Polson and the Bush Administration’s plans and other things that have been at work in the last couple of weeks, it is irresponsible for the Board to not take action given what has happened in the financial markets.  


Senator Leatherman stated that while Governor Sanford thinks it is a mistake to not add this issue concerning the rate of return to the agenda he thinks that it is a mistake to add it to the meeting without the Board members having the chance of thinking through the issue and getting the numbers like Governor Sanford has done.  Governor Sanford stated that as Mr. Eckstrom proposed there would be no vote for a month.  Senator Leatherman stated that that discussion was had.


Mr. Eckstrom commented that whether the Board acts today or next month is not as important as the Board reacting to the events that occurred within the last week at the federal level.  He stated that the bailout of Fannie Mae, Freddie Mac, and AIG will have a profound affect on the economy that will reverberate for decades.  He said the Board should have the discussion Governor Sanford has asked for sooner or later.  He said that the Board and the General Assembly should think very diligently about the affect of the change in the US financial markets that will affect financial markets worldwide.  He said that he is concerned about the affect on some of the long term obligations the State has and that the Board needs to react to those changing conditions.  
Senator Leatherman said that he has concerns about the financial condition of today, but what the Board is looking at is something that is long term.  He said he did not want the Board to have a knee-jerk reaction before they see what the fallout is.  Mr. Chellis commented that the pension process has been set up over a long period of time to absorb the volatility that is in the market now.  He said that Governor Sanford’s information is correct to some degree, but that what he is looking at is from three years ago when the State was still in its old investment portfolio.  He said that in the second year the State was moving everything out and that the year that it was moved out there was a 13.5% return.  He stated that this past year there was a 2% loss and that that is part of the volatility of the market.  Mr. Chellis said looking back at the volatility in the market since 1991 there has been an almost 11% return.  He stated that one does not want to jump into the middle of this and make a quick decision.  He said that he would like to discuss the issue, but that it needs to be done at the next meeting because Bob Borden, representatives from the Investment Commission, and others need to be present for the discussion.  He said to throw this issue out and try to do something right now is totally irresponsible.  Mr. Eckstrom commented that Governor Sanford was only asking for discussion on the issue.  Mr. Chellis replied that initially Governor Sanford wanted to vote on the issue.  

Upon a motion, by Senator Leatherman, seconded by Mr. Cooper, the Board adopted the agenda after amending the agenda to delete blue agenda item 10 concerning a real property transaction for Coastal Carolina University.

Minutes of Previous Meeting


Prior to the discussion on the minutes, Mr. Fusco pointed out that there were visitors at the Board meeting.  He acknowledged the presence of Senator Ronnie Cromer and Daniel Stitch, Chief Assistant to the State Secretary for Interior Ministry, from Rhineland-Palatinate, Germany.


Mr. Fusco stated that Board staff is working diligently to develop a $25 surcharge, regardless of how the motion was stated.  Governor Sanford asked whether there was no confusion despite what was reported in the paper.  Mr. Fusco responded that there was no confusion.  Mr. Chellis asked what the confusion was.  Mr. Fusco said that the motion did not precisely say to implement a $25 surcharge.  He said that staff understands from the discussion and intent that the $25 surcharge is being targeted.  He stated that the confusion is probably in the way the motion was stated in that it does not specifically include $25.  Governor Sanford asked whether that needed to be voted on or whether it was understood to be $25.  

Mr. Chellis asked whether Governor Sanford would be upset if the surcharge was $40.  Governor Sanford said that would not be a problem with him.  Mr. Chellis said that his understanding of the motion was that while $25 was what was discussed, however, if it came back that something else could be used that is what the Board would do.  He said that if surcharge were to come back at $15 there must be a reason for it.  He said he does not have a problem with the $25 surcharge and if it needed to be changed later that could be done.  Mr. Fusco said that when the procedure is put in place the Board can attach the number it wants.  He said that staff is working with $25 to develop the methodology.  Mr. Chellis asked Governor Sanford whether that clarifies the matter for him to which Governor Sanford responded that that was fine by him.  

Mr. Fusco noted that staff has already requested the federal waiver to allow the surcharge.  Mr. Eckstrom asked whether the federal waiver would be the 20% differential.  Mr. Fusco responded that was correct.  Mr. Eckstrom asked who has to issue the waiver at the federal level.  Rob Tester, Director of the Employee Insurance Program, replied that the Centers for Medicare and Medicaid Services would have to grant the waiver and that the waiver has been applied for.  Mr. Eckstrom asked whether the 20% restriction has the force of law.  Mr. Tester responded that it is in the regulations.

Senator Leatherman suggested delaying the matter until staff comes back with a number for the surcharge rather than putting in a number that may be to high or too low.  He said that staff is in the process of doing so and that it is his understanding that staff would report back to the Board what they found and what could be done for January 1, 2010.  He said he would like to have staff come back to the Board and plug in the number.  Mr. Eckstrom asked whether the staff understood that it had direction to pursue a plan that would implement a rate differential.  Mr. Fusco stated that the staff understood that.  

Governor Sanford asked how one would define finding the right number.  Mr. Fusco asked Mr. Tester whether the methodology that is being developed for implementation has fiscal impacts that are being done around the $25 surcharge.  Mr. Tester stated that $25 is the number that is being used for their model.  Mr. Fusco stated that other models could be done and that staff could show what other states are doing to give the Board an option for a level it wanted.  Mr. Fusco stated that the Board could deviate from the $25 number without a problem.  Mr. Tester concurred and stated that all that would have to be done is to plug another number in the methodology.  Mr. Eckstrom commented that there has been no discussion about the number for the surcharge being higher than $25.  He stated that the Board talked about the additional cost for covering a smoking participant exceeds $25.  He stated that he thinks the Board settled on some agreement to try not to pursue covering all of that cost, but would target the same differential level that other states have targeted.  He said those states have surcharges that settle out at $25.  He noted that there were seven or eight states that they looked at that had established a rate differential.  He said that their agreement was that the State was not going to try and lead the nation in this area but conform to state health plan administration practices.  He said that he did not want the reporting of the meeting to be that the Board is going to raise the rates even higher when that is not the Board’s intention.  Governor Sanford said that he brought the idea up as an important first step and that the average of other states is around $25.


Upon a motion by Mr. Eckstrom, seconded by Mr. Chellis, the Board approved the minutes of the August 12, 2008, and August 14, 2008, Budget and Control Board meetings.
Blue Agenda


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

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

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

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

	Description 

of Issue
	Agency/Institution 

(Borrower)
	Borrower’s 

Counsel
	Issuer’s 

Counsel

	$4,500,000 SC JEDA
	Lexington-Richland Alcohol and Drug Abuse Council, Inc.
	Haynsworth Sinkler Boyd, P.A. 
	Nexsen Pruet

	$12,000,000 SC JEDA
	The Porter Academy d/b/a Porter-Gaud School
	Howell Linkous & Nettles, LLC
	Parker Poe Adams & Bernstein LLP 

	$26,500,000 SC JEDA
	Cassatt Water Company, Inc.
	Haynsworth Sinkler Boyd, P.A.
	Nexsen Pruet


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

Office of State Budget:  Group 53 Capital Improvement Bond Draw Schedule (Blue Item #2)

State agencies and institutions have rescheduled their capital improvement bond draw requests for Priority Group 53 (July - December 2008) and after, based on June 30, 2008, bond balances.  The bond draw schedule includes agencies’ rescheduling of bond funds for all capital improvement bond authorizations.  Agencies drew approximately $9.1 million in Group 52 (January - June 2008), or approximately 55% of the $16.5 million requested for draw.  In rescheduling their draws at this time, agencies are requesting authority to draw approximately $15.0 million in Group 53, with remaining funds scheduled for draw in future periods.   

Under Code Section 2-47-35, no project authorized in whole or in part for capital improvement bond funding may be implemented until funds can be made available and until the Joint Bond Review Committee (JBRC), in consultation with the Board, establishes priorities for the funding of the projects.  The JBRC approved the bond draw schedule at its meeting on September 17, 2008.  The Board was specifically asked to approve the following actions:

1) 
Approve the release of Group 53 capital improvement bond funds in the amount of $15.0 million.

2) 
Approve the future draws of all Group 53 projects until such time as another rescheduling is done by the agencies and approved by the Board.  The next rescheduling is anticipated to occur in late January 2009 for approval by the Board shortly thereafter.


Governor Sanford said that he had his staff pull the list of projects within the draw schedule where construction had not begun.  He said that six projects out of the total were in design had begun, but with no hard construction.  He said that he wondered whether it might be worth putting those projects on hold given the tumultuous times in which we live, particularly given that South Carolina has the highest per capita rate of debt in the entire southeast.  He said that the idea of adding more in the way of bond indebtedness at a time when there is uncertainty about how things will go in the financial markets does not seem prudent.  Mr. Eckstrom stated that Governor Sanford raised a very good point.  He stated that it was that underlying point concerning the motion on the moratorium for capital improvement projects which the Board agreed to two months prior and then disagreed with at last month’s meeting.  


Mr. Chellis commented that the construction industry is going through a major overhaul and that cutting out the projects would put them further into the unemployment line.  He stated that the projects are not being paid for by general funds.  He asked why slow the projects down when they can be used to get construction workers back to work.  Governor Sanford said that is the case if one subscribes to the Kansian model of economics which states the more public spending the better the economy and that he does not believe that economic model.  Mr. Chellis said that this is not general fund money that is being spent.  Both Governor Sanford and Mr. Eckstrom commented that it is public money.  


Rick Harmon with the Treasurer’s Office stated that the projects have been funded with capital improvement bond money and that those bonds have already been issued under another authorization.  He said that these projects have already been funded and that the process the Board is going through now makes that money available.  Governor Sanford said that there is a prepayment clause within those bonds and given the fact that the State is at the far end of the bell curve and having the opportunity to prepay some of the bonds would not be a bad thing in these financial times.  Mr. Harmon said that if the General Assembly chose to revoke those projects that would absolutely be the right thing to do if those projects were not necessary.  He said that the bonds cannot be prepaid with those proceeds because the General Assembly gave the Board a directive to fund those projects.  He said that could be done if the Board had the authority to do so.  


Mr. Harmon further stated that he does not know what the value of the projects that are not yet under way is, but if that number is significant the State does not want to run into any federal tax problems by having borrowed the money, earned the money, and never spent it for its intended use.  Mr. Eckstrom stated that the tax problems are just a rebate.  Mr. Harmon said that money has been deposited under this program to the general fund and has been spent as dollars earned out of the general fund.  He said the money has already been expended and the General Assembly would have to appropriate dollars in next year’s debt service to repay the federal government.


Senator Leatherman commented that construction is unbelievably low and that people are working hard to keep their employees working.  He stated that the projects Governor Sanford is talking about are all awaiting approval by the Joint Bond Review Committee (JBRC) for additional funding.  He said that the only thing JBRC has approved is A/E services for the agencies to get a good estimate so that they will not come back to JBRC and the Board complaining of having millions of dollars in cost overruns.  He noted that this is the process that has been adopted and that at its last meeting JBRC adopted a policy that when the agencies come back to JBRC they must tell JBRC whether they have all the money and from where the money is coming.  He noted that the projects have a long way to go before they come back to the Board for approval.


Governor Sanford offered an amendment to hold the projects that are in the design phase, but not in the construction phase.  He said that he is not delusional about the outcome, but that he wanted to be on record on the importance of putting a hold on these kinds of projects given the current financial times and the level of indebtedness which makes it tougher for South Carolina to handle what may come its way.  

Governor Sanford moved to hold the six projects that are in the design phase, but not in the construction phase in blue agenda item #2.  Senator Leatherman commented that under Mason’s (Mason's Manual of Legislative Procedure) the chair cannot make a motion.  Governor Sanford agreed.  Senator Leatherman further stated that out of respect for Governor Sanford he has allowed several motions to come from Governor Sanford.  Mr. Eckstrom thereafter moved that the projects that are not currently under construction have a 90-day moratorium placed on them.  Governor Sanford seconded the motion.  Senator Leatherman moved to table the motion.  Mr. Evans stated that for clarification from the staff perspective the item before the Board was the draw schedule.  Governor Sanford further commented that he and Mr. Eckstrom just wanted to go on record that it is a mistake to start a number of new projects in this kind of climate.  Senator Leatherman, Mr. Chellis, and Mr. Cooper voted for the motion to table Mr. Eckstrom’s motion.  Governor Sanford and Mr. Eckstrom voted against the motion to table.  The motion to table Mr. Eckstrom’s motion passed.

The Board approved the release of Group 53 capital improvement bond funds in the amount of $15.0 million and approved future draws for all Group 53 projects until the next rescheduling is approved.
Information relating to this matter has been retained in these files and is identified as Exhibit 2.

Office of State Budget:  Real Property Acquisitions (Blue Agenda Item #3)


The Board approved the following real property acquisitions as recommended by the Office of State Budget:

	(a)
	Agency:
	Department of Natural Resources

	
	Acreage:
	2,228± acres with improvements, known as the Belfast Tract

	
	Location:
	On SC Highway 56 and the Little River, south of Clinton

	
	County:
	Newberry and Laurens 

	
	Purpose:
	To protect upland and wetland habitat, provide outdoor recreational opportunities, and create a conservation corridor.

	
	Appraised Value:
	$8,148,560

	
	Price/Seller:
	$8,148,560 / Belfast Plantation, LLC

	
	Source of Funds:
	Federal Forest Legacy and US Fish and Wildlife Service grants, and Other, National Wild Turkey Foundation, Conservation Bank, Heritage Land Trust, Timber Revenue funds.

	
	Project Number:
	P24-9913

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	Approved

	
	Additional Annual Op Cost/SOF:
	Additional annual operating costs of $30,000 are anticipated from the acquisition and will be funded from Other, Heritage Land Trust, Timber Revenue, and Federal Pittman-Robertson funds.

	
	Current Year Property Tax:
	$14,062 for the 4,664-acre parcel

	
	Approved By:
	JBRC on 9/17/08

	
	Additional Information:
	This request is for Phase I acquisition of the approximately 4,664 acre Belfast Tract.  Acquisition of Phase II, approximately 2,436 acres, will be dependent on whether funds can be raised to complete the project.  This request also includes approval of an increase to the permanent improvement project budget of $8,156,060 from the fund sources noted above.


	(b)
	Agency:
	Department of Natural Resources

	
	Acreage:
	211± acres

	
	Location:
	On US Highway 601 adjacent to the Forty Acre Rock Heritage Preserve.

	
	County:
	Lancaster

	
	Purpose:
	To protect a key parcel of wildlife habitat adjoining the Forty Acre Rock Heritage Preserve.

	
	Appraised Value:
	$485,000

	
	Price/Seller:
	$485,000 / Van and Rhonda Cloninger, Tega Cay

	
	Source of Funds:
	Other, Heritage Land Trust Funds

	
	Project Number:
	P24-9914

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	No additional annual operating costs will result from the acquisition.  Two gates may be installed along interior roads for a cost of $750 to be funded with Heritage Land Trust funds.  

	
	Current Year Property Tax:
	$258.00

	
	Approved By:
	JBRC on 9/17/08

	
	Additional Information:
	This request also includes approval of an increase to the permanent improvement project budget of $485,000 from the fund source noted above.  


	(c)
	Agency:
	Department of Health and Environmental Control

	
	Acreage:
	1.1± acres

	
	Location:
	On DHEC Road in Lancaster

	
	County:
	Lancaster

	
	Purpose:
	To improve accessibility to the existing EQC office site and provide additional land for future construction and parking.

	
	Appraised Value:
	N/A

	
	Price/Seller:
	Donation / City of Lancaster

	
	Source of Funds:
	N/A

	
	Project Number:
	J04-9519

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	No additional annual operating costs are anticipated from the acquisition of the property.  The department plans to construct a 3,600 square foot addition to the existing EQC facility at the site, estimated at $1,565,000 and funded with Capital Reserve Funds.

	
	Current Year Property Tax:
	N/A

	
	Approved By:
	JBRC on 9/17/08

	
	Additional Information:
	Title to all property held in a state agency or department name has been transferred to the State under the control of the Budget and Control Board.  These properties must be titled to the State of South Carolina.


	(d)
	Agency:
	Department of Parks, Recreation, and Tourism

	
	Acreage:
	208± acres 

	
	Location:
	Adjacent to Jones Gap State Park in northern Greenville County

	
	County:
	Greenville

	
	Purpose:
	To provide a buffer and protect Jones Gap State Park from development.

	
	Appraised Value:
	N/A

	
	Price/Seller:
	Donation / Naturaland Trust 

	
	Source of Funds:
	N/A

	
	Project Number:
	P28-9708

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	No additional annual operating costs are anticipated.

	
	Current Year Property Tax:
	N/A

	
	Approved By:
	JBRC on 9/17/08

	
	Additional Information:
	Title to all property held in a state agency or department name has been transferred to the State under the control of the Budget and Control Board.  These properties must be titled to the State of South Carolina.



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

General Services Division:  Department of Mental Health Amendment of Lease to Just Care, Inc. (Blue Agenda Item #4)

The Department of Mental Health (DMH) leases the McLendon Building on Farrow Road at I-20 (operated as the Columbia Care Center) to Just Care, Inc. (JCI) for use as a medical facility for prison inmates.  A part of the Columbia Care Center is used by DMH for its Forensic Program.  The original term was from 1998 to 2018.  The lease was amended and approved by the Board at its December 13, 2005, meeting, to add two, five-year and one, three-year options to enable JCI to construct a 60 bed addition of approximately 14,000 square feet and extended the term to 2031.  The lease was amended and approved by the Board again at its January 31, 2008 meeting to allow JCI to build a 2,500 square foot dialysis unit addition.

The present amendment will allow JCI to make renovations and improvements to the unoccupied DMH buildings known as the Shand-Davis complex and/or to the adjacent 1.7 acres.  The intent of the parties is for the renovated and improved premises to be occupied primarily by the DMH Forensic Program now housed in the McLendon Building/Columbia Care Center.  After JCI renovations and improvements, JCI will pay additional rent for all additional beds in the improved premises not occupied by DMH at the contingency rent rate ($6.09 per patient per day).  This amendment also grants JCI an option to renew of seven additional years, extending the lease to 2038.  All costs for the renovations, improvements and applicable financing are to be paid by JCI.  At the end of the lease, all of the premises including JCI improvements will become the property of DMH.
The Board approved the proposed amendment to the lease from the Department of Mental Health to Just Care, Inc., to allow Just Care, Inc. (JCI) to make renovations and improvements to the unoccupied Department of Mental Health buildings known as the Shand-Davis complex and/or to the adjacent 1.7 acres and granted JCI an option to renew of seven additional years extending the lease to 2038.
Information relating to this matter has been retained in these files and is identified as Exhibit 4.

General Services Division:  Department of Natural Resources Lease Extension of Poinsett Bridge to Greenville County Recreation District (Blue Agenda #5)

The Department of Natural Resources (DNR) requested approval to extend a lease agreement to permit the Greenville County Recreation District to stabilize and restore the old Poinsett Bridge.  The extension is necessary in order for the district to comply with federal grant requirements that lessee must have a minimum leasehold term of 20 years.  The current lease ends on August 31, 2024, and the grants were not awarded until after the current lease went into effect.  The lease extension will be for a term of five years, resulting in a termination date of August 31, 2029.  The extension agreement also provides for two additional extension terms of five years each.  All provisions of the original lease remain in effect.
The Board approved the proposed lease extension for DNR of the Poinsett Bridge to Greenville County Recreation District from August 31, 2024, to August 31, 2029, and authorized DNR to extend the lease for two additional five-year terms.
Information relating to this matter has been retained in these files and is identified as Exhibit 5.

General Services Division:  Easements (Blue Item #6)

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

	(a)
	County Location:
	Charleston

	
	From:
	Budget and Control Board

	
	To:
	Mount Pleasant Waterworks

	
	Consideration:
	$700

	
	Description/Purpose:
	To grant a .32 acre easement for the extension of an existing 
reverse osmosis water treatment plant concentrate outfall line from the shoreline into deeper water of the Wando River as mandated by the Department of Health and Environmental Control’s Office of Ocean and Coastal Resource Management.


	(b)
	County Location:
	Aiken

	
	From:
	Budget and Control Board

	
	To:
	Aiken County Department of Public Works

	
	Consideration:
	$1

	
	Description/Purpose:
	To grant a .66 acre easement for road improvements (paving) along Fire Tower Road that fronts the Oakwood Fire Tower Site.


	(c)
	County Location:
	Greenville

	
	From:
	Budget and Control Board

	
	To:
	Caesars Head Water Company

	
	Consideration:
	$1

	
	Description/Purpose:
	To grant a 1.3 acre easement for the installation of a submersible pump, water treatment system, well/pump house and water line on property of Caesars Head State Park.


	(d)
	County Location:
	Greenville 

	
	From:
	Budget and Control Board

	
	To:
	Duke Energy Carolinas

	
	Consideration:
	$1

	
	Description/Purpose:
	To grant a .83 acre easement for the installation of an underground electric line to serve the new well on property of Caesars Head State Park.


	(e)
	County Location:
	Charleston

	
	From:
	Budget and Control Board

	
	To:
	Commissioners of Public Works of the City of Charleston

	
	Consideration:
	$500 

	
	Description/Purpose:
	To grant a revised .512 acre easement previously granted by 
the Budget and Control Board at its 6/17/08 meeting because of a construction modification necessary to shift the easement west nine feet to avoid encroaching into an SCE&G easement.  The easement is for installation, operation and maintenance of a 12-inch water main beneath the marshes of Folly Creek and the marshes of the Stono River.


	(f)
	County Location:
	Georgetown

	
	From:
	Budget and Control Board

	
	To:
	Santee Electric Cooperative, Inc.

	
	Consideration:
	$700

	
	Description/Purpose:
	To grant a .086 acre easement for the installation, operation and maintenance of an underground electric line across the North Santee River to extend service to Commander Island.



Information relating to this matter has been retained in these files and is identified as Exhibit 6.
General Services Division:  Request for Discretionary Authority to Approve Leases of State Property and Space (Blue Item #7)

The General Services Division requested authority from the Board to approve leases of state agency property or space to non-government entities when the lease does not exceed $50,000 per year, does not have a term of longer than five years, and does not exceed $250,000 over the maximum term of five years.  The Director of the General Services Division may bring items before the Board for approval for less than these amounts or terms if the director, in his discretion, believes board approval is appropriate.  
The Board granted discretionary authority to the Director of the General Services Division to approve leases of state property and space to non-government entities when the term does not exceed five years, is less than $50,000 per year, and does not exceed $250,000 over the maximum term of five years.

Information relating to this matter has been retained in these files and is identified as Exhibit 7.
General Services Division:  Medical University of South Carolina Lease to CareAlliance Health Services at the Bee Street Parking Garage (Blue Agenda Item #8)

In 2007 the Medical University Hospital Authority (MUHA) reduced the parking spaces leased to CareAlliance Health Services (Roper Hospital) at 21 Courtenay Drive Parking Garage from 700 spaces to 400 spaces, in order to accommodate their staff and patient visitors for their new adjacent hospital, Ashley River Tower. It was anticipated that the 300 spaces would be reassigned in the new 122 Bee Street Garage once constructed. Those spaces are needed by Roper Hospital to accommodate staff and visitors.  Now completed, the Medical University of South Carolina (MUSC) requested approval of a lease-out agreement for 300 parking spaces located within the Bee Street Parking Garage at 122 Bee Street for Roper Hospital.

The lease term will be one year, six months, with an option to extend for four terms of one year each.  This is honoring the same lease agreement that would have applied in the previous garage.  The per space per month rate for this lease is $114.29.  The monthly rental rate will be $34,287.00, resulting in an annual rent amount of $411,444.  The rent shall increase annually in the lesser of the Consumer Price Index or three percent.
The Board approved a lease agreement and extensions between MUSC and CareAlliance Health Services for 300 parking spaces at the Bee Street Parking Garage in Charleston.

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

General Services Division:  Medical University of South Carolina Lease to the Medical University of South Carolina Foundation for Research Development at Harborview Office Tower (Blue Agenda Item #9)
The Medical University of South Carolina (MUSC) requested approval to lease 3,385 square feet of space located on the ninth floor of Harborview Office Tower for the MUSC Foundation for Research Development (FRD).  FRD acts as MUSC’s intellectual property management and technology marketing arm and to advance health-care economic development.

The annual rent for this renewal is $1.  Additionally, FRD shall pay MUSC prorated operating expenses (housekeeping, maintenance, utilities and janitorial) and debt service still owed on the building.  The current monthly payment for operating expenses and debt service is $4,341.26, resulting in an annual rate of $52,095.15.  The annual operating costs are passed through to the FRD and adjusted annually to reflect the actual operating costs.  The lease term will be seven years, with an option to extend for one term of seven years upon approval of the Board.
The Board approved the proposed lease by Medical University of South Carolina of 3,385 square feet of space located on the ninth floor of Harborview Office Tower to the Medical University of South Carolina Foundation for a lease term of seven years with an option to extend for one term of seven years upon approval of the Board.

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

Office of Human Resources:  Appointment of State Employee Grievance Committee Members (Blue Agenda #11)
Section 8-17-340 (A) of the S.C. Code of Laws provides that members of the State Employee Grievance Committee be appointed by the Budget and Control Board.  The Office of Human Resources recommended the reappointment of the following members for three year terms: Elaine Knight, S.C. Sea Grant Consortium; Lesia Kudelka, Department of Labor, Licensing and Regulation; Karl McClary, Department of Motor Vehicles; Aaron McCorkle, Department of Juvenile Justice; Kandy Peacock, State Board for Technical and Comprehensive Education; and Bob Petersen, Department of Corrections.

Agencies have submitted nominations, and the Office of Human Resources recommends the appointment of the following new members: Leesa Benggio, S. C. State Library; Linda Gamble, Office of the State Treasurer; and Michelle Piekutowski, Clemson University.  Ms. Gamble and Ms. Piekutowski will serve three year terms.  Ms. Benggio will serve the remaining two years of a resignee’s uncompleted term.
The Board approved the following recommended appointments by the Office of Human Resources to the State Employee Grievance Committee to be effective when training by the Office of Human Resources is completed:

The reappointment of the following members for three year terms: Elaine Knight, S.C. Sea Grant Consortium; Lesia Kudelka, Department of Labor, Licensing and Regulation; Karl McClary, Department of Motor Vehicles; Aaron McCorkle, Department of Juvenile Justice; Kandy Peacock, State Board for Technical and Comprehensive Education; and Bob Petersen, Department of Corrections; and

The appointment of the following new members: Leesa Benggio, S. C. State Library; Linda Gamble, Office of the State Treasurer; and Michelle Piekutowski, Clemson University.  Ms. Gamble and Ms. Piekutowski will serve three year terms.  Ms. Benggio will serve the remaining two years of a resignee’s uncompleted term


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

Local Government:  Grant Request (Blue Agenda #12)

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


Grantee:


Aiken County/Bath WD
Grant Request:

$50,608
Purpose/Description:
A tornado damaged the Bath Water District elevated storage tank on March 15, 2008, leaving the District without water.  An emergency connection was made to the Valley Public Service Authority to provide water as well as a back-up water supply.  In addition, the tank was repaired and placed back in service
Project Impact:
Approval of the request will assist the District with the costs associated with damage caused by the tornado.

            Cost of Project:

$51,722
OLG Recommendation:
$50,000 toward eligible construction costs.  Local funds will provide the balance necessary to complete the project.

The Board approved the following grant request as recommended by the Office of Local Government:  Aiken County/Bath WD, $50,000 toward eligible construction costs.


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

Executive Director:  Revenue Bonds (Blue Agenda Item #13)
The Board approved the following proposals to issue revenue bonds [items a. and c. were deleted from the agenda as noted herein]:

a.
Issuing Authority:
Lancaster County

Amount of Issue:
Not Exceeding $4,550,000 Special Source Revenue Bonds  

Allocation Needed:
-0-

Name of Project:
Southgate Edgewater

Employment Impact:
n/a

Project Description:
designing, acquiring, and constructing infrastructure in a new multi-county park created pursuant to an Agreement for the Development of a Joint Industrial Park between Lancaster County and Chester County

Bond Counsel:
Francenia B. Heizer, McNair Law Firm, P. A.
(Exhibit 12)
b.
Issuing Authority:
Newberry County

Amount of Issue:
$1,100,000 Hospital Revenue Bonds 

Allocation Needed:
-0-

Name of Project:
Newberry County Memorial Hospital 

Employment Impact:
retain current employment

Project Description:
acquiring, improving and equipping an existing building in the county, for general hospital use

Bond Counsel:
Robert S. Galloway, III, Haynsworth Sinkler Boyd, P. A
(Exhibit 13)
c.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
Not Exceeding $300,000,000 Hospital Refunding and Improvement Revenue Bonds ($240,000,000 refunding involved)

Allocation Needed:
-0-

Name of Project:
AnMed Health

Employment Impact:
maintaining 2,834 jobs

Project Description:
refund outstanding hospital revenue bonds, Series 1999, Series 2003A, Series 2003B and Series 2007, and to defray the cost of renovations and improvements to the expansion of hospital facilities and improvement located at the main hospital campus and related machinery and equipment

Note:
private sale for public reoffering thereafter

Bond Counsel:
William M. Musser, McNair Law Firm, P. A.
(Exhibit 14)
d.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$50,000,000 Variable Rate Demand Economic Revenue Bonds

Allocation Needed:
$50,000,000

Name of Project:
Horsehead Corporation

Employment Impact:
approximately 55 new jobs

Project Description:
construction of a new manufacturing facility to be located in Barnwell County which will be used primarily to recycle electric arc furnace dust (EAF Dust), a waste product of the steel industry, into crude zinc oxide in the production of zinc products and iron rich materials, which is sold as an aggregate for the cement and asphalt industry

Note:
negotiated private sale

Bond Counsel:
April C. Lucas, Nexsen Pruet, LLC
(Exhibit 15)
e.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$12,000,000 Tax-Exempt Adjustable Mode Economic Development Revenue Bonds ($4,000,000 refunding involved)

Allocation Needed:
-0-

Name of Project:
Porter-Gaud School

Employment Impact:
maintain 150 jobs; create additional 80 jobs

Project Description:
to finance or refinance for The Porter Academy d/b/a/ Porter-Gaud School, a South Carolina non-profit corporation a portion of the costs of renovations and improvements to the borrower’s primary and secondary school campus located in Charleston, and known as Porter-Gaud School, and the costs of acquiring pre-school facilities in Charleston County, all of which are to be used in the operation of Porter-Gaud School; and the refunding of the Issuer’s outstanding Tax-Exempt Adjustable Mode Economic Development Revenue Bonds (Porter-Gaud School project) Series 2001

Note:
negotiated private sale

Bond Counsel:
Samuel W. Howell, IV, Howell Linkous & Nettles, LLC
(Exhibit 16)
f.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
Not Exceeding $35,000,000 Industrial Revenue Bonds

Allocation Needed:
$35,000,000

Name of Project:
South Carolina Electric & Gas Company

Employment Impact:
will provide employment for approximately five people within 12 months and 17 people within 24 months

Project Description:
to finance the acquisition, by purchase or construction, of pollution control facilities at the borrower’s Wateree Electric Generating Station, including but not limited to, buildings and improvements to land, desulfurization systems, dewatering systems, conveyors and transportation systems, waste handling and disposal equipment, landfill improvements and equipment and other improvements and equipment functionally related and subordinate thereto

Note:
private sale for public reoffering thereafter

Bond Counsel:
William M. Musser, McNair Law Firm, P. A.
(Exhibit 17)
g.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
Not Exceeding $50,000,000 Industrial Revenue Bonds 

Allocation Needed:
$50,000,000

Name of Project:
South Carolina Generating Company, Inc.

Employment Impact:
will provide employment for five employees within 12 months and 17 people within 24 months

Project Description:
to finance the acquisition, by purchase or construction, of pollution control facilities at the borrower’s Williams Electric Generating Station, including but not limited to, buildings and improvements to land, desulfurization systems, dewatering systems, conveyors and transportation systems, waste handling and disposal equipment, landfill improvements and equipment and other improvements and equipment functionally related and subordinate thereto

Note:
private sale for public reoffering thereafter

Bond Counsel:
William M. Musser, McNair Law Firm, P. A.
(Exhibit 18)
h.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
Not Exceeding $18,000,000 Hospital Revenue Refunding Bonds ($16,200,000 refunding involved)

Allocation Needed:
-0-

Name of Project:
Tuomey

Employment Impact:
maintain 1422 jobs

Project Description:
refunding of Series 1995B bonds, the proceeds of which were used to construct suitable parking, renovate existing hospital building containing various departments and acquire equipment

Note:
private sale for public distribution thereafter

Bond Counsel:
Kathleen Crum McKinney, IV, Haynsworth Sinkler Boyd
(Exhibit 19)
i.
Issuing Authority:
State Housing Finance and Development Authority

Amount of Issue:
$10,500,000 Rental Housing Revenue Bonds

Allocation Needed:
-0-

Name of Project:
Franklin Square Apartments

Employment Impact:
n/a

Project Description:
192-unit affordable housing development located in Spartanburg

Bond Counsel:
Lewis M. Levy, Parker Poe Adams & Bernstein, LLP
(Exhibit 20)
j.
Issuing Authority:
State Housing Finance and Development Authority

Amount of Issue:
$10,600,000 Multifamily Rental Housing Revenue Bonds

Allocation Needed:
-0-

Name of Project:
The Geer Lofts

Employment Impact:
n/a

Project Description:
acquisition and rehabilitation for an adaptive reuse to create a 128-unit multi-family housing complex

Bond Counsel:
Tracey C. Easton , State Housing Finance and Development Authority
(Exhibit 21)
Executive Director:  Economic Development (2008 Ceiling Allocations) (Blue Item #14)

The initial balance of the 2008 state ceiling allocation is $374,655,265.  In accord with Code Section 1-11-520, $149,862,106 (40% of the total) was designated as the state pool and $224,793,159 (60% of the total) was designated as the local pool.  There is presently a state ceiling balance of $365,805,265 remaining for 2008.  (This does not include special volume cap of $144.7 million solely for single- and multi-family housing projects for calendar year 2008 granted by Congress.)  Allocation requests for 2008 totaling $340,100,000 have been received thus far.


The recommendations from the Department of Commerce for allocations for this cycle total $135,000,000.  The Department of Commerce made the following recommendations for allocation:


From the local pool:



JEDA,
South Carolina Electric & Gas Co., (Richland County), $35,000,000;



JEDA,
Horsehead Corporation, (Barnwell County) $50,000,000; and


JEDA,
South Carolina Generating Company, Inc. (Berkeley County) $50,000,000.


The State Education Assistance Authority requested $170,000,000 in ceiling allocation from the state pool to assist in the issuance of tax-exempt student loan revenue bonds in calendar year 2008.


Board approval of the recommended requests, will leave an unexpended state ceiling balance of $60,805,265 (state pool - $0; local pool - $60,805,265) to be allocated later in the calendar year.

In accord with Code Section 1-11-500 et seq. and upon the recommendation of the Department of Commerce, the Board granted the following tentative ceiling allocations from the local pool:  


   JEDA,   South Carolina Electric & Gas Co., (Richland County), $35,000,000;


   JEDA,   Horsehead Corporation, (Barnwell County) $50,000,000; and


   JEDA,   South Carolina Generating Company, Inc. (Berkeley County) $50,000,000;


In accord with Code Section 1-11-500 et seq. and upon the recommendation of the State Education Assistance Authority, the Board granted the following tentative ceiling allocation from the state pool:  SEAA, Student Loan Revenue Bonds, $170,000,000.  

Information relating to this matter has been retained in these files and is identified as Exhibit 22.

Office of Human Resources:  Approval of a Housing Allowance for the President of South Carolina State University (Regular Session Item #1)

Section 89.18 of the 2008-2009 Appropriations Act requires the final approval of the Board for a state institution of higher learning to provide a housing allowance.  The Agency Head Salary Commission has also reviewed and recommended approval of a request from the Chairman of the Board of Trustees of South Carolina State University to pay the University’s President a housing allowance of $25,000 per year.  

Upon a motion by Mr. Chellis, seconded by Mr. Cooper, the Board approved the request for a housing allowance of $25,000 for the South Carolina State University President.

Information relating to this matter has been retained in these files and is identified as Exhibit 23.

Office of State Budget:  Permanent Improvement Projects (Regular Session Item #2)

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:
Establish Construction Budget

(a)
Summary 2-2009:  JBRC Item 1.  The Citadel


Project:
9601, Energy Performance Contract Implementation


Request:
Increase budget to $4,776,046 (add $4,651,046 - $4,750,000 Other, Master Lease Program and $26,046 Other, Auxiliary Maintenance Reserve funds and subtract $125,000 Other, Institutional Capital Project Funds) to implement an energy performance contract to address energy savings measures and deferred maintenance at The Citadel.  The Citadel established a project in November 2007 for a detailed energy study after proceeding through the Request for Qualifications, Request for Proposals and selection processes for an energy performance contract.  Through these processes, The Citadel chose Ameresco as the energy service company to implement 11 energy conservation measures in various buildings on campus.  The work will include upgrades and replacement of lighting, water lines, steam traps, lines and insulation, windows, air handlers and boilers.  The energy contract will be primarily funded with Master Lease Program funds for $4,750,000 and paid back from annual energy savings of $605,320 over a nine-year period.  The agency reports the total projected cost of this project is $4,776,046 and the annual operating cost savings, including energy savings and reduced maintenance, is $643,925 in the three years following project completion.  The agency also reports the projected date for execution of the energy performance contract is October 2008 and for completion of construction is September 2009.  (See Attachment 1 of the agenda materials for this item for annual operating cost savings.)

(b)
Summary 2-2009:  JBRC Item 2.  Medical University of South Carolina


Project:
9787, Energy Performance Contract Implementation


Request:
Establish project and budget for $16,400,000 (Other, Master Lease Program funds) to implement an energy performance contract to address energy savings measures and deferred maintenance for the Medical University’s and Medical University Hospital Authority’s facilities.  In December 2006, the University began the Request for Qualifications process for an energy performance contract and has since completed the Request for Proposals and selection processes.  Through these processes, MUSC chose Ameresco as the energy service company to implement 23 energy conservation measures in various MUSC and Hospital Authority facilities.  The work will include upgrades, replacements and improvements to lighting, water and steam lines, boilers, chillers, air handlers, valves, ducts, controls and meters.  The energy contract will be funded with Master Lease Program funds in the amount of $16.4 million, the total projected cost of the project, and will be paid back from annual energy savings of $2,508,733 over an eight-year period.  The agency reports the projected date for execution of the construction contract is October 2008 and for completion of construction is May 2010.  (See Attachment 2 of the agenda materials for this item for annual operating cost savings.)

(c)
Summary 2-2009:  JBRC Item 3.  Budget and Control Board


Project:
9849, Wade Hampton Building Roof Replacement


Request:
Increase budget to $579,382 (add $556,822 Other, Depreciation Reserve funds) to replace the 30-year old roof on the Budget and Control Board’s Wade Hampton Building.  The project was established in January 2008 for preliminary design work which is now complete and the agency wishes to proceed with replacing the roof based on current design estimates.  The new roof will be a two-ply, built up roof.  The existing roof has exceeded its life expectancy and the frequency of repairs to the roof and flashing have increased.  Replacement will prevent water from intruding into the building and damaging its interior.  The agency reports the total projected cost of this project is $579,382 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 June 2009.

(d)
Summary 2-2009:  JBRC Item 4.  Budget and Control Board


Project:
9858, Adjutant General Building Roof Replacement


Request:
Increase budget to $369,322 (add $341,822 Other, Depreciation Reserve funds) to replace the 21-year old roof on the Budget and Control Board’s Adjutant General Building.  The project was established in January 2008 for preliminary design work which is now complete and the agency wishes to proceed with replacing the roof based on current design estimates.  The new roof will be a two-ply, built up roof.  The existing roof has exceeded its life expectancy, is in poor condition and is leaking.  Replacement will prevent water from intruding into the building and damaging its interior.  The agency reports the total projected cost of this project is $369,322 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 May 2009.

Increase Budget

(e)
Summary 2-2009:  JBRC Item 6.  Office of the Adjutant General


Project:
9722, Charleston Readiness Center Construction


Request:
Increase budget to $35,607,115 (add $4,870,000 Federal funds) to provide for full construction of two administrative wings and a maintenance building to the Charleston Readiness Center that were deleted from the original construction due to cost.  The project was established in March 2006 to construct a joint use facility including sky boxes for The Citadel’s Johnson Hagood Stadium and readiness center facilities for the National Guard.  When the original construction contract was bid, sufficient funds were not available to award construction of the administrative wings and maintenance and storage facilities for the Guard.  Federal funding has now been received to complete this construction.  The agency reports the total projected cost of this project is $35,607,115 and no additional annual operating costs will result from this request.

(f)
Summary 2-2009:  JBRC Item 5.  Budget and Control Board


Project:
9811, Calhoun Building Roof Repairs


Request:
Increase budget to $412,000 (add $62,000 Other, Depreciation Reserve funds) to provide funds for a change order to the construction contract to replace roofing insulation on the Calhoun Building.  The project was established in August 2006 to repair the roof to prevent further moisture intrusion and damage to the judges’ suites on the fifth floor.  A consultant’s inspection and roof survey found only two small areas of possible water intrusion, so replacing the insulation was not originally considered to be required.  Once the roofing membrane was removed, water intrusion was more extensive than anticipated and the contractor and consultant recommended replacing the insulation.  A change order has been issued to replace the insulation and the increase is needed to pay for the insulation and provide a small contingency for any remaining unknown factors.  The agency reports the total projected cost of this project is $412,000 and no additional annual operating costs will result from this request.

Establish Project for Preliminary Land Studies

(g)
Summary 2-2009:  JBRC Item 7.  Office of the Adjutant General


Project:
9737, Anderson Readiness Center Purchase


Request:
Establish project and budget for $75,000 (Federal funds) to procure the professional studies required to adequately evaluate property prior to purchase.  The Adjutant General’s Office is considering the purchase of 12 acres of land and a 76,452 square foot building in Anderson to house two Army and Air Defense companies containing 334 personnel.  The units are currently housed in this facility, which is leased by the Adjutant General’s Office, and in a 43-year old armory for which Anderson County has indicated they will not renew the 50-year land lease.  Purchasing this facility will eliminate the current lease and provide a permanent home for these two units.  The proposed source of funds for the acquisition is federal funds.

(h)
Summary 2-2009:  JBRC Item 8.  Vocational Rehabilitation Department


Project:
9593, West Columbia Campus Land Acquisition


Request:
Establish project and budget for $20,000 (Federal funds) to procure the professional studies required to adequately evaluate property prior to purchase.  The Vocational Rehabilitation Department is considering the purchase of approximately 15 acres of land adjacent to its West Columbia Campus.  The campus has no available land to provide services for the steady growth in demand and the agency currently leases several properties for training center and department field functions.  The 15-acre tract that adjoins the Training Center and West Columbia Campus is currently for sale.  The proposed source of funds for the acquisition is federal funds.


Information relating to this matter has been retained in these files and is identified as Exhibit 24.

University of South Carolina:  Not Exceeding $21,500,000 Aggregate Principal Amount Athletic Facilities Revenue Bonds, Series 2008C, of the University of South Carolina (Regular Session Item #3)
The Board was asked to adopt a resolution to provide for the issuance and sale of not exceeding $21,500,000 Aggregate Principal Amount Athletic Facilities Revenue Bonds, Series 2008C, of the University of South Carolina.

The proceeds of the bonds will be used for (1) acquiring from the South Carolina Department of Agriculture that certain property located on Bluff Road known as the Farmer’s Market to be used by the Athletic Department for the purpose of providing parking during home football games and other activities at Williams Brice Stadium, and (2) constructing and equipping an Academic Enrichment Center consisting of approximately 35,000 gross square feet of instruction, study, meeting and support space to be used by all University athletes for academic advancement.


Governor Sanford stated that he saw a bit of a disconnect in that there was $15 million to buy the property and another $11 million total for an academic enrichment facility.  He stated that part of this project is paid by student fees.  He noted that USC’s tuition increased by 5.9% this last year and over 40% over the last five years which is well above the consumer price index which during that same period went up 17.4% and has gone up by 23% according to the Higher Education Pricing Index.  He said that with all the best intentions and all kinds of new expansion there is a cost that is borne by the students in the form of higher tuition that makes college less affordable for many students across South Carolina.  He said that it seems to him that while USC is buying the land why add another $11 million dollars worth of building for this facility on top of that.  He said that would then make college tuition that much less affordable for many students who attend USC.  Senator Leatherman noted that $11 million was not being added and that the land, based upon the appraisal used, is $14 or $15 million which adds about $6 million and not $11 million.  


Rick Kelly with USC stated that the $21.4 million is predominately for $15 million for the Farmers’ Market acquisition.  He noted that there is an academic athletic enrichment center that was approved by JBRC and the Board for $12 million.  He stated that USC has a private gift to name the facility for $5.7 million and they have another gift of $500,000 and that the balance of the money would be provided through this process.  He said that the tuition increase USC faces of 5.9% was not a part of why tuition was raised.  He said that there is very little new money going into USC’s budget, but none of it goes toward funding this project.  Governor Sanford said that is understood in this last year, but that for next year part of the increase will be tied to additions like this.  Mr. Kelly commented that the $15 million is to purchase the Farmers’ Market and that the Farmers’ Market will be used predominately for parking at football games which should raise enough revenues to fund that.  He said that they will not be looking to students to fund parking for athletic events.  Governor Sanford questioned the need to spend an additional $6.5 million in this instance in building that new building.  Mr. Kelly noted that more than half of the money was raised privately.  He stated that universities are leaning toward raising money philanthropically to help support the schools’ activity. 

Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board adopted a resolution to provide for the issuance and sale of not exceeding $21,500,000 Principal Amount Athletic Facilities Revenue Bonds, Series 2008C, of the University of South Carolina.  All of the Board members with exception of Governor Sanford voted for the motion.


Information relating to this matter has been retained in these files and is identified as Exhibit 25.

University of South Carolina:  Not Exceeding $43,500,000 University of South Carolina Higher Education Revenue Bonds, Series 2008B (Regular Session Item #4)
The Board was asked to adopt a resolution to provide for the issuance and sale of not exceeding $43,500,000 University of South Carolina Higher Education Revenue Bonds, Series 2008B, of the University of South Carolina.

The proceeds of the bonds will be used to (i) reimburse the University for capital expenditures previously made in connection with, and to pay the cost of (a) purchasing from Carolina Piedmont Foundation Properties, LLC the residence hall known as “Palmetto House” currently operated by the University, which has 348 beds in addition to numerous study/living areas, recreations areas, meeting/conference rooms, computer lab, housing administrative offices and post office which function to support all housing operations and student; (b) constructing a second phase of the existing Palmetto House, a complementary facility, with same external features and number of beds; (c) renovating current housing facilities; and (d) constructing a bookstore in the Health Education Complex currently under construction including capitalized interest on the Series 2008B Bonds, if any, and if determined, to refund the refunded bonds; (ii) to pay certain costs and expenses related to the issuance of the Series 2008B bonds; (iii) to provide for the Series 2008B Reserve Requirement, if any; and (iv) to provide for credit enhancement with respect to the Series 2008B bonds, if any.
Upon a motion by Senator Leatherman, seconded by Mr. Chellis, the Board adopted a resolution to provide for the issuance and sale of not exceeding $43,500,000 University of South Carolina Higher Education Revenue Bonds, Series 2008B.

Information relating to this matter has been retained in these files and is identified as Exhibit 26.

Future Meeting


The Board agreed to meet at 10:00 a.m. on Thursday, November 6, 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 2:45 p.m. on Friday, September 19, 2008.]

