TOBACCO SETTLEMENT REVENUE MANAGEMENT AUTHORITY
Meeting of Tuesday, January 26, 2016 -- 9:30 A, M.
Room 252, Edgar A. Brown Building

REGULAR SESSION AGENDA INDEX

Item
No. Agency Subject

A. ADOPTION OF PROPOSED AGENDA

B. REGULAR SESSION

1. Tobacco Settlement Revenue Adoption of Budget
Management Authority

2. Tobacco Settlement Revenue Financial Statement for the Fiscal Year
Management Authority Ended June 30, 2015

C. ADJOURNMENT



TOBACCO SETTLEMENT
REVENUE MANAGEMENT AUTHORITY REGULAR SESSION
MEETING OF January 26, 2016 ITEM NUMBER __/

AGENCY: Office of the State Treasurer

SUBJECT:  Adoption of Budget

In accord with South Carolina Code of Laws Section 11-49-60 (12), the Authority is asked to
adopt the attached proposed fiscal year budget for the period July 1, 2016, through June 30, 2017,
as submitted by the State Treasurer. The proposed budget is anticipated to cover, in part,
expenses including, but is not limited to, professional services, payment of insurance premiums
for members of the Authority Board, and other expenses related to the operation and
administration of the Authority.

AUTHORITY ACTION REQUESTED:

Adopt the operating budget for the Authority’s fiscal year budget for the period July 1, 2016,
through June 30, 2017.

ATTACHMENTS:

Loftis 1/6/16 letter; Proposed Budget; Code Section 11-49-60 (12)



January 6, 2016

Mr. Delbert Singleton
Secretary, Tobacco Settlement
Revenue Management Authority
600 Wade Hampton State Office Building
Columbia, South Carclina 29201

Re:  Tabacco Settlement Revenue Management Authority
Annual Budget 2016-2017

Dear Delbert:

In accordance with South Carolina Code of Laws Section 11-49-60(12), I am pleased to submit
herewith the annual budget proposed for the Tobacco Settlement Revenue Management Authority for
the Fiscal Year beginning July 1, 2016 and ending June 30, 2017.

Please place this item on the agenda for the Authority’s meeting on January 26, 2016.

]

Enclosure



Tobacco Seitlement Revenue Management Authority

(A Component Unit of (he State of South Carolina)

Operating Budget for the Authority's Budget Year Ending June 30, 2016

(Cash Basis)

Base Year

7/1/20135 - 6/30/2016

Budget Year
7/1/2016 - 6/30/2017

Revenue

Tobacco settlement revenue 70,000,000 70,000,000
Funds carried forward from prior year 50,000 50,000
Total 70,050,000 70,050,000
Expense
Debt Service
Principal - -
Interest - -
Adminigtrative and operating expense
Professional fees and expenses
Audit and accounting 20,000 20,000
Arbitrage, deallocation and disclosure 25,000 25,000
Legal and enforcement - -
Bond ratings - -
Trustee fees - -
Insurance
Tort insurance for authority members 3,000 3,000
General operating
Postage and shipping 100 100
Other operating expense -
Contingency 1,900 1,900
Total 50,000 50,000
Net revenue 70,000,000 70,000,000




Tobacco Settlement Revenue Management Authority

SECTION 11-49-60. Powers of board to operate and administer authority.

In addition te the powers contained elsewhere in this chapter, the board has all power necessary, useful, or
appropriate to operate and administer the authority, to effectuate the purposes of the authority, and to perform its
other functions including, but not limited to, the power to:

{1) have perpetual succession;
(2) sue and be sued in its own name;

(3) adopt, promulgate, amend, and repeal bylaws, not inconsistent with provisions in this chapter for the
administration of the authority's affairs and the implementation of its functions;

(4) have a seal and alter it at its pleasure, although the failure to affix the seal does not affect the validity of an
instrument executed on behalf of the authority;

(5) enter into contracts, arrangements, and agreements with government units and other persons and execute and
deliver all financing agreements, including bonds issued to support the borrowing by such government units to pay
eligible costs of qualified projects, and other instruments necessary or convenient to the exercise of the powers
granted in this chapter;

(6) enter into agreements with a department, agency, political subdivision or instrumentality of the United States or of
this State or of another State for the purpase of planning and praviding for the financing of qualified projects or for the
administration of the purposes and programs of this chapter;

(7) enter into agreements with the tobaceo trust fund for the purpose of managing and controlling the transfer of funds
between the authority and the fobacco trust fund and governing the invesiment and the monitoring and recordkeeping
of these funds, for purposes of maintaining the exemption from federal income tax of interest on bonds and for other
purposes;

(B) enter into, amend, and terminate agreements in the nature of interest rate swaps, forward security supply
contracts, agreements for the management of interest rate risks, agreements for the management of cash flow, and
other agreements of a similar nature, with respect to bonds issued pursuant to this chapter;

(9) procure insurance, guarantees, letters of credit, and other forms of collateral or security or credit support from any
public or private entity, including any department, agency, or instrumentality of the United States or this State, for tha
payment of any bonds, including the power to pay premiums or fees on any insurance, guarantees, letters of credit,
and other forms of collateral or security or credit support;

{10} borrow money through the issuance of bonds as provided in this chapter, and through the issuance of notes in
anticipation of the issuance of these bonds;

{11) enter into contracts and expend funds to obtain accounting, management, legal, financial consulting, trusteeship
and other professional sarvices necessary or convenient to the operations of the authority; however, all matters
relating to the designation and selection of bond counsel to the authority is within the discretion of the State
Treasurer;

(12) in order to pay budgeted items pursuant to a budget adopted in accordance with Section 11-48-100, to expend
funds for the costs of administering the operations of the authority;



TOBACCO SETTLEMENT REVENUE
MANAGEMENT AUTHORITY REGULAR SESSION
MEETING OF January 26, 2016 [TEM NUMBER OL)

AGENCY: Tobacco Settlement Revenue Management Authority

SUBJECT: Financial Statement for the Fiscal Year Ended June 30, 2015

South Carolina Code of Laws Section 11-49-100 requires that the Tobacco Settlement Revenue
Management Authority “keep an accurate account of all of its activities and all of its receipts and
expenditures and annually, in the month of January shall make a report of its activities to the
[State Fiscal Accountability Authority], the report to be in a form prescribed by the [State Fiscal
Accountability Authority].” The Authority is asked to approve the submittal of its Financial
Statement to the State Fiscal Accountability Authority in accord with Section 11-49-100.

AUTHORITY ACTION REQUESTED:

In accord with Code Section 11-49-100, receive as information the Tobacco Settlement Revenue
Management Authority’s Financial Statement for the Fiscal Year Ended June 30, 2015, and
approve the submittal of the Financial Statement to the State Fiscal Accountability Authority.

ATTACHMENTS:

Loftis 1/6/16 letter with attachment; Code Section 11-49-100



January 6, 2016

To the members of the Tobacco Settlement Revenue Management Authority and
The State Fiscal Accountability Authority

In accordance with 8.C. Code Section 11-49-100, which requires that the Tobacco Settlement Revenue
Management Authority provide an annual report of its activities to the State Fiscal Accountability
Authority (then State Budget and Control Board) during the month of January, I am providing copies
of the Authority’s audited financial statements for the fiscal year ended June 30, 2015. Management’s
Discussion and Analysis and the Notes to Financial Statements contained therein describe the
Authority’s activities in all material respects.

I have asked Mr. Singleton to place this item on the agenda for the Authority’s meeting on January 26,
2016.

Enclosure



TOBACCO SETTLEMENT REVENUE
MANAGEMENT AUTHORITY
(A Component Unit of the State of South Carolina)

Financial Statements
JTune 30, 2015
(With Independent Auditor’s Report Thereon)
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Obfice of the State Auditor

1401 MAIN STREET, SUITE 1200
COLUMBIA, &C. 29201
HRICHARD A. GILBERT, Ji., CPA (803) 2534160
DEPUTY STATE AUDITOR FAX (803) 343-0713

September 21, 2015

The Honorable Nikki R. Haley, Govemor
and

Members of the Tobacco Settlement Revenue

Management Authority

Columbia, South Carolina

This report on the audit of the financial statements of the Tobacco Settlement Revenue
Management Authority for the fiscal year ended June 30, 2015, was issued by The Hobbs Group, P.A.,
Certified Public Accountants, under contract with the South Carolina Office of the State Auditor.

If you have any questions regarding this report, please let us know.

Respectfully submitted,

(sl s

Richard H. Giibert, Jr., CPA
Deputy State Auditor

RHGjr/sag
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INDEPENDENT AUDITORS’ REPORT

Mr. Richard H. Gilbert, Jr., CPA,
Deputy State Auditor

Office of the State Auditor
Columbia, South Caralina

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying flnancial statements of the governmental activities and the major
fund of Tobacco Settlement Revenue Management Authority {the “Authority”) as of and for the year
ended June 30, 2015, and the related notes to the financial statements, which collectively comprise the
Authority’s basic financial statements as listed in the table of contents.

MANAGEMENT'S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The Authority’s management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of America;
this includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

AUDITORS’ RESPONSIBILITY

Our responsibility Is to express an opinion on these financlal statements based on our audit. We
conducted our audlt In accordance with auditing standards generally accepted In the United States of
Amerlca and the standards applicable to financlal audits contained n Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audlt involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financlal statements. The procedures selected depend on the auditors’ judgment, Including the
assessment of the risks of materlal misstatement of the financial statements, whether due to fraud or
error. in making those risk assessments, the audior considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control, Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
slgnificant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements,



Woe believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

OPINION

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and the major fund of the Authority, as of
June 30, 2015, and the respective changes in financial position for the year then ended in accordance
with accounting principles generally accepted in the Untted States of America.

OTHER MATTERS
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information pages 3 through 7 and 19 through 20 be
presented to supplement the basic financial statements. Such information, although not a part of the
baslc financial statements, is required by the Governmental Accounting Standards Board who considers
it to be an essential part of financial reporting for placing the basic financlal statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to
the required supplementary information in accordance with auditing standards generally accepted in
the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s responses
to our inquiries, the basic financial statements, and other knowledge we obtained during cur audit of
the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING STANDARDS

In accordance with Government Auditing Standards, we have alsa issued our report dated September
21, 2015 on our consideration of the Authority’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal controt over
financial reporting and compliance and the results of that testing, and not to provide an oplnion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standords in considering the Authority’s internal
control over financial reporting and compliance.

Columbla, South Carolina He AtL Ervyz, A,

September 21, 2015



TOBACCO SETTLEMENT REVENUE MANAGEMENT AUTHORITY
{A Component Unit of the State of Scuth Carolina}

Management’s Discussion and Analysis (unaudited)
June 30, 2015

This section of the annual financial report of the Tobacco Settlement Revenue Management
Authority (the “Authority’’) presents the analysis of the Authority’s financial performance during
the fiscal year that ended on June 30, 2015. Please read it in conjunction with the financiat
statements and their accompanying notes, which follow this section.

The Authority

The Authority was created by Act No. 387 of the Acis and Joint Resolutions of the General
Assembly of the State of South Carolina (the “General Assembly”), Regular Session of 2000, as
codified at Section 11-49-10 of the South Carolina Code of Laws 1976, as amended (the “Act™),
as an instrumentality of the State of South Carolina (the “State™). The Act created the Authority
to receive all of the State’s payments under the Master Settlement Agreement (the “MSA™). The
MSA was entered into on November 23, 1998, among the attorneys general of 46 states
(including South Carolina), the District of Coiumbia, the Commonwealth of Puerto Rico, Guam,
the U.S. Virgin Islands, American Samoa and the Commonwealth of the Northern Mariana
Islands (collectively the “Settling States™) and the four largest United States tobacco
manufecturers: Philip Morris Incorporated, R. J. Reynolds Tobacco Company, Brown &
Williamson Tobacco Corporation, and Lorillard Tobacco Company (collectively the “Original
Participating Manufacturers™ or “OPMs”). The MSA resolved cigarette smoking-related litigation
among the Settling States and the OPMs, released the OPMs from past and present smoking-
related claims by the Settling States, and provides for a continuing release of future smoking-
related claims in exchange for certain payments to be made to the Settling States. The MSA also
provides for the imposition of certain tobacco advertising and marketing testrictions, among other
things. The Authority is not a party to the MSA.

The State is entitled to certain periodic payments made under the MSA. Pursuant to the Act, the
Authority has been assigned all Tobacco Settlement Receipts (“TSRs™), which are the State’s
right, title and interest in payments due after June 30, 2001 under the MSA. The assignment of
the TSRs is irrevocable during any time when bonds are outstanding, plus one year and one day
thereafter, and is a part of the contractual obligation owed to the Authority’s bondholders.

Overview of the Financial Statements

This analysis is intended to serve as an introduction to the Authority’s financial statements. The
Authority’s financial statements consist of threc components: 1) govemment-wide financial
statements, 2) governmental fund financial statemnents, and 3) notes to the financial statements,

o The Statement of Net Position and Governmental Fund Balance Sheet include all of the
Authority’s assets and liabilities and provide information about the nature and amounts of
investments in resources (assets) and the obligations to Authority creditors (liabilities).
They also provide the basis for computing rate of return, evaluating the cepital structure
of the Authority and assessing the liquidity and financial flexibility of the Authority. The
Statement of Net Position reports information about the Authority using accounting
methods similar to those used by private sector companies and presents all assets and
liabilities of the Authority — both cumrent and long-term. The Governmental Fund
Balance Sheet of the General Fund focuses only on the Authority’s resources available
for expenditure at the end of the fiscal year.

» All of the current year’s activity is accounted for in the Statement of Activities and
Governmental Fund Statement of Revenues, Expenditures and Changes in Fund Balance.



TOBACCO SETTLEMENT REVENUE MANAGEMENT AUTHORITY
(A Component Unit of the State of South Carolina}

Management’s Discussion and Analysis (unaudited)
June 30, 2015

These statements measure the success of the Authority’s operations over the past year
and can be used to determine the Authority’s credit-worthiness and ability to meet its
financial objectives. The Starement of Activities presents information on how the
Authority’s net position changed doring the most recent fiscal year. All changes in net
position are repotted as soon as the underlying event giving rise to the change occurs,
regardless of the timing of related cash flows. The Governmental Fund Statement of
Revenues, Expendiiures, and Changes in Fumd Baimice focuges only on the Authority’s
near-term inflows and outflows of resources available for expenditure for the fiscal year.

Sommary of Financial Results

The Authority’s financial results are summarized, discussed and compared to the prior fiscal year
in the sections following.

Gaovernment-Wide Financial Statements

Statement of Net Position The following table summarizes the Authority’s Net Position for the
period ending June 30, 2015, along with comparative data for the prior fiscal year.

June 30, 2015 June 30, 2014 Differance B
Asggets
Caszh end cesh equivalents $ 5,341,750 % 3387,070 $ (45,3200 0.8%
Tobacco settlement payments receivable 35,000,000 34,000,000 1,000,000 2.9%
Tolal assels 40,341,750 39,337,070 954,680 2.4%
Liabilities
Accounts payable - - - 0.0%
Tolal liabilities . - 0.0%
Net position
Restricted by statute 35,000,000 34,000,600 1,000,000 2.9%
Unrestricted 5,341,750 5,387,070 (45,320) 0.8%
Total net position $ 40,341,750 $ 39387070 $ 954,680 2.4%

The Authority’s assets include cash and cash equivalents, and accrued earnings on those cash and
cash equivalents. Certain of the Authority’s assets are classified as restricted by statute because
they are subject to external legal constraint for appropriation by the State in accordance with the
expenditure provisions of Section 11-11-170 of the South Carolina Code of Laws 1976, as
amended (the “Expenditure Act™). The remaining assets are held by the Authority to pay its
authorized operating expenses.

The Authority’s cash and cash equivalents decreased 0.8% over the course of the fiscal year, dve
primarily to an increase in operating expenses within the Authority’s operating fund. Tobacco
settlement payments receivable increased by 2.9% due to an increase in expecled receipts under
the MSA. Total assets increased 2.4% reflecting these same factors.



TOBACCO SETTLEMENT REVENUE MANAGEMENT AUTHORITY
(A Component Unit of the State of South Carolina)

Management’s Discussion and Analysis (unaudited)
June 30, 2015

Net position restricted by statute is comprised of that poriion of TSRs forecasted to be eamed in
the currant fiscal year but received in the ensuing fiscal year. The amount of TSRs is dependent
on many factors including future tobacco consumption, certain adjustments, and the financial
capability of the OPMs and consequently, except as noted above, do not meet asset recognition
criteria under accounting principles generally mccepted in the United States of America
(“GAAP").

Statement of Activities The following table summarizes the Authority’s activities for the period
ending June 30, 2015 with comparative amounts for the prior fiscal year.

June 30, June 30, o
2015 2014 Difference
General reveruas
Tobacca seklement revenues $ 70,418,749 § 109,113,495 (38,604,746) -35.5%
Refunds of prior year expenditures - 90,191 (90,191} 100.0%
Total general revenyes 70,418,749 108,203,686 (38,784,537 -35.5%
Expenses
Generel government 3,573,320 2,065,419 L507.9M 13.0%
Tota] expenses 3,573,320 2065419 1,507,901 T3.0%%
Excess of general revenues over expenses
before transfers 66,845 429 107,138,267 (40,292,838} -37.6%
Transfers
Tranafers te stete funds and programa pursuant (o proviso (65,890,74%) (110,148,605) 44,257 856 -40.2%
Total trensfers (65,890,749) (110,148,605) 44257 856 -40.2%
Chenge in nel position 954,680 (3,010,338) 3,965,018 131.7%
Mat position - begimning of year 39,387,070 42,397,408 {3,010,338) “1.1%
Net position - end of year $ 40,341,750 $ 39,387,070 954 680 2.4%

General revenues of $70.4 million reflect the receipt of and accrual for TSRs and other revenues.
Revenues decreased year over year by $38.8 million or 35.5% as there was a Disputed Payments
Settlement received during the fiscal year ended June 30, 2014 which accounted for $38.8 million
in general revenues that were not received during the fiscal year ended June 30, 2015.

The Authority’s expenses primarily consisted of its administrative expenses and directed fransfers
to other state agencies for diligent enforcement. Total expenses increased by $1.5 million
reflecting an increase in payments to state agencies, primarily the Department of Agriculture, as
directed by the State’s Appropriations Act. Transfers to the state fund decreased by $44.3
millior, as a result of the Disputed Payments Settlement being received during the year ended
June 30, 2014,



TOBACCO SETTLEMENT REVENUE MANAGEMENT AUTHORITY
(A Component Unit of the State of South Carolina)

Management’s Discussion and Analysis (unaudited)
June 30, 2015

Governntental Funds

As of the end of the current fiscal year, the ending fund balance in the Authority’s governmental
fund was $40.3 million, an increase of $955 thousand by comparison to the prior fiscal year. Of
the total fund balance, $35.0 million is restricted for statutory expenditures. The factors
contributing to the change in fund balance year over year are the same as those described above
in the discussion and analysis of the government-wide financial statements.

Long-Term Debt Activity

On March 22, 2001, the Authority issued $934,530,000 apgpgregate principal amount of Tobacco
Settlement Asset-Backed Bonds (the “Series 2001 Bonds™) pursuant to an indenture between the
Authority and United States Trust Company of New York (subsequently acquired by the Bank of
New York), as trustee, dated as of March 1, 2001, and the Tobacco Settlement Revenue
Management Authority Act. On June 26, 2008, the Authority defeased the Series 2001 Bonds
with certain cash funds and proceeds of $275,730,000 Tobacco Settlement Revenue Management
Authority Tobacco Settlement Revenue Asset-Backed Refunding Bonds, Series 2008 (the “Series
2008 Bonds™) issued pursuant to an indenture between The Bank of New York Trust Company,
N.A., as trustee, and the Tobacco Settlement Revenue Management Authority. All of the Series
2001 Bonds are deemed paid within the meaning of and with the effect expressed in, and
accordingly are no longer outstanding under, the Trust Indenture.

The Series 2008 Bonds were scheduled to retire in ordinary course on June 1, 2018, however,
under early redemption provisions (*Turbo Redemptions™), any MSA payments exceeding annual
debt service requirements of the Series 2008 Bonds were applied to early redemption of principal.
On June 1, 2012, the Authority had sufficient funds to redeem as Turbo Redemptions the entire
principal amount of the Series 2008 Bonds then outstanding; accordingly, all of the Authority’s
debt has been fully discharged.

The Authority has no present plans to undertake the issuance of additional debt.

Budgetary Highlights

The Authority annually adopts an operating budget as required by its by-laws. From a budgetary
perspective, the Authority realized a $955 thousand surplus of revenues over expenditures during
the fiscal year ended June 30, 2015, which arose due to factors described in the Summary of
Financjal Results contained herein.

Economic Factors and Outlook

As noted above, the amount of TSRs is dependent on many factors including future tobacco
consumption, certain adjustments, and the financial capability of the OPMSs; accordingly, the
amount of future TSRs, and particularly the financial effects of the Disputed Payments Settlement
thereon, cannot be presently determined with precision. Since all of the Authority’s debt has been
fully discharged and the Authority has no present plans to undertake the issuance of additional
indebtedness, the effects of these factors on the Authority’s debt profile have been abated. The
Authority’s continuing responsibility thereafter is limited to the receipt and distribution of future
TSRs as prescribed by law,



TOBACCO SETTLEMENT REVENUE MANAGEMENT AUTHORITY
{A Component Unit of the State of South Carolina)

Management’s Discussion and Analysis (unaudited)
June 30, 2015

Contacting the Authority
Persons needing additional information concerning this report or otherwise needing to contact the
Authority should address requests to:

South Carolina Office of the State Treasurer
P.O.Box 11778
Columbia, South Carolina 29211



TOBACCO SETTLEMENT REVENUE MANAGEMENT AUTHORITY
(A Component Unit of the State of South Carolina)

Statement of Net Position
June 30, 2015
Govermnmental
Activities
Assets
Cash and cash equivalents g 5,341,750
Restricted assets
Tobacco settlement payments receivable 35,000,000
Total assets 40,341,750
Liabilities
Accounts payable $ -
Total liabilities .
Net position
Restricted by statute 35,000,000
Unrestricted 5,341,750
Total net position $ 40,341,750

The Notes (o Financial Statements are an integral part of this statement.



TOBACCO SETTLEMENT REVENUE MANAGEMENT AUTHORITY
(A Component Unit of the State of South Carolina)

Statement of Activities

June 30, 2015
Governmental
Activities
Program expenses
General govemnment $ 3,573,320
Total expenses 3,573,320
Net program expense 3,573,320
General revenues
Tobacco seitlement revenues 70,418,749
Total general revenues 70,418,749
Change in net position before transfers 66,845,429
Transfers
Transfers to state funds and programs pursuant to proviso {65,890,749)
Total transfers (65,890,749)
Change in net position 954,680
Net position
Begirming of the year 39,387,070
End of the year b3 40,341,750

The Notes to Financial Statements are an integral part of this statemnent.



TOBACCO SETTLEMENT REVENUE MANAGEMENT AUTHORITY
(A Component Unit of the State of South Carclina)

Governmental Fund Balance Sheet

June 30, 2015
General Fund
Assels
Cash and cash equivalents $ 5,341,750
Tobacco settlement payments receivable 35,000,000
Total assets $ 40,341,750
Liabilities
Accounts payable $ -
Total liabilities
Fund balance
Restricted by statute 35,000,000
Committed to operating expense 5,341,750
Total fund balance 40,341,750
Total liabilities and fund balance $ 40,341,750

The Notes to Financial Statements are an integral part of this statement,

10



TOBACCO SETTLEMENT REVENUE MANAGEMENT AUTHORITY
(A Component Unit of the State of South Carolina)

Governmental Fund Statement of
Revenues, Expenditures and Changes in Fund Balance

June 30, 2015

General Fund
Revenues
Tobacco settlement revenues b 70,418,749
Total revenues 70,418,749
Expenditures
General government 3,573,320
Total expenditures 3,573,320
Excess of revenues over expenditures 66,845,429
Transfers
Transfers to state funds and programs pursuant to proviso (65,890,749)
Total transfers (65,890,749)
Net change in fund balance 954,680
Fund balance
Beginning of the year 39,387,070
End of the year $ 40,341,750

The Notes to Financial Statements are an integral part of this statement.
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TOBACCO SETTLEMENT REVENUE MANAGEMENT AUTHORITY
(A Component Unit of the State of South Carolina)

Notes to Financial Statements
June 30, 2015

1) Reporting Entity

The Tobacco Settlement Revenue Management Authority (the “Authority™) is a public body and
an instrumentality of the State of South Carolina (the “State”) established in 2001 pursvant to
Section [1-49-10 et seq. of the South Carolina Code of Laws 1976, as amended. The State
transferred to the Authority ail of its rights and interests under the Master Settlement Agreement
{the “MSA™) and the Consent Decree and Final Judgment (the “Decree®) between all
participating States and the participating Tobacco manufacturers. These rights include the State’s
share of all Tobacco Settlement revenue received after June 30, 2001 and in perpetuity to be
received under the MSA,

The core of a financial reporting entity is the primary government which has a separately elected
governing body. As required by accounting principles generally accepied in the United States of
America, the financial reporting entity includes both the primary government and all of its
component units. Component units are legally separate organizations for which the elected
officials of the primary government are financially accountable. In turn, component units may
have component units.

An organization other than a primary government may serve as a nucleus for a reporting entity
when it issues separate financial statements. That organization is identified herein as a primary
entity, The Authority has determined that it qualifies as a primary entity, it is a component unit of
the State of South Carolina, and it has no component units.

A primary government or entity is financially accountable if ita officials or appointees appoint a
voting majority of an organization’s governing body including situations in which the voting
majority consists of the primary entity’s officials serving as required by law (e.g., employees who
serve in an ex-officio capacity on the component unit’s board are considered appointments by the
primary entity) and (1) it is able to impose its will on that organization or (2) there is a potential
for the organization to provide specific financial benefits to, or impose specific financial burdens
on, the primary entity. The primary entity also may be financially accountable if an organization
is fiscally dependent on it even if it does not appoint a voting majority of the board. An
organization is fiscally independent if it holds all of the following powers:

H Determines its budget without another government having the authority to approve
and modify that budget.

(2) Levies taxes or sets rates or charges without approval by another government.
3) Issues bonded debt without approval by another government.

The organization is fiscally dependent on the primary government or entity that holds one or
more of the above powers. Based on these criteria, the Authority is a blended component unit of
the primary government of the State. Accordingly, the financial statements are blended in the
State’s special revenue funds in the State’s Comprehensive Annual Financial Report.

The' Authority is governed by a board, which consists of five members. The members are the
Governor or her designee, the State Treasurer, the Comptroller General, the Chairman of the
Senate Finance Committee, and the Chairman of the House Ways and Means Committee. The
Governor serves as chairman; in the absence of the Governor, the meeting is chaired by the State
Treasurer. All members of the Board serve ex officio.
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TOBACCO SETTLEMENT REVENUE MANAGEMENT AUTHORITY

{A Component Unit of the State of South Carolina)
Notes to Financial Statements
June 30, 2015

Summary of Significant Accounting Policles

General, In its accounting and financial reporting in conformity with accounting
principles generally accepted in the United States of America, the Authority follows
the pronouncements of the Governmental Accounting Standards Board (“GASB™).

Measurement Focus, Basis of Accounting, end Financial Statement Presentation.
GASB Statement No. 34, Basic Financial Statements—and Management’s
Discussion and Analysis—for State and Local Governments, requires government-
wide financial statements to be prepared using the accrual basis of accounting and the
economic resources measurement focus. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related
cash flows. Government-wide financial statements (i.e., the statement of net position
and the statement of activities) do not provide information by fund. Significantly, the
statement of net peosition may include non-current assets and liabilities, which
generally are not included in the fund statements. The statement of net position
includes three components of net position.

(1) Net investmert in capital assets consists of capital assets, net of accumulated
depreciation, reduced by the outstanding balances of any bonds, mortgages, notes
or other borrowings that are aftributable to the acquisition, construction, or
improvement of those assets. If there are significant unspent related debt
proceeds at year-end, the portion of the debt attributable to the unspent proceeds
is not included in the calculation of invested in capital assets, net of related debt.
Rather, that portion of the debt is included in the same net position component as
the unspent proceeds. The Authority does not have any capital assets, thus this
classification is not used.

(2) Restricted net position consists of net position subject to external constraints
imposed by creditors (such as through debt covenants), contributors, or laws or
repulations of other governments, or constraints imposed by law through
constitutional provisions or enabling legislation. The Authority reports that
portion of its net position restricted by statutory consiraints as restricted net
position.

(3) Unrestricted net position consists of net position that does not meet the definition
of restricted net position or invested in capital assets, net of related debt. The
Authority reports that portion of its net position not externally constrained,
primarily funds available for payment of its authorized operating expenses, as
unrestricted net position.

The statement of activities demonstrates the degree to which direct expenses of a
given function or segment are offset by program revenues. Direct expenses are those
that are clearly identifiable with a specific function or segment. Program revenues
include (1) charges to customers whe purchase, use, ot benefit from the services
provided by a given function or segment and (2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular fiinction
or segment, Unrestricted interest income and other items not properly included
among program revenues are reported as general revenues, The Authority has no
program revenues.



TOBACCO SETTLEMENT REVENUE MANAGEMENT AUTHORITY
(A Component Unit of the State of South Carolina)

Notes to Financial Statements
June 30, 2015

In addition to the government-wide financial statements, the Authority has prepared
financial statements for the Authority’s only govermmental fund. Governmental fund
financial staternents use the modified accrual basis of accounting and the current
financial resources measurement focus. Tobacco Settiement Revenues (“TSRs”) are
recognized as soon as they are considered measurable and available., Revenues are
considered available when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the
Authority considers revenues to be available if they are collected within one year
after the end of the current fiscal period. Expenditures generally are recorded when a
liability is incurred.

The Authority reports one governmental fund, the General Fund, which is the general
operating fund of the Authority. It is used to account for all financial resources of the
Authority. As a blended component unit of the State, the Authority’s General Fund is
reported as a special revenue fund in the financial statements of the State.

(©) Asset Recognition Criteria for TSRs. The Authority implemented GASB Technical
Bulletin No. 2004-1: Tobacco Settlement Recognition and Financial Reporting Entity
Issues (the “Balletin®), effective July 1, 2003. The Bulletin requires the Authority to
recognize TSRs when the event giving rise to recognition occurs (the domestic
shipment of cigarettes by the tobacco manufacturers) in the government-wide
financial statements, and when the event occurs and the TSRs become available in
the fund financial statements. Other than the asset recognition criteria required by the
Bulletin, future collections are not measurable and are therefore not recorded as
assets in either the government-wide financial statements or the government fund
financial statements.

(d) Cash and Cash Equivalents. Cash includes cash on hand, demand deposits, and short
term investments with original maturities of three months or less from the date
acquired by the Authority.

{e) Investrnents. Investments, if any, are recorded on the Statement of Net Position and
the Governmental Fund Balance Sheet at fair value. All investment income, including
changes in the fair value of investments, is reported as revenue in the Statement of
Activities and the Statement of Revenues, Expenditures, and Changes in Fund
Balance.

H Fund Balance. The Authority reports fund balance in accordance with GASB
Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions. This Statement estahlishes fund balance classifications for governmental
funds that comprise a hierarchy based primarily on the extent to which 8 govemment
is bound to ohserve constraints imposed vpon the use of the resources reported
therein. The Statement requires governments to disclose information in the notes
about the processes through which constraints are imposed, as well as accounting
policies that detenmine whether restricted, commitied, assigned, and unassigned
amounts are considered to be spent.

The Authority confonns its fund balance reporting to the classification and hierarchy
structure of the State, generally as follows:



TOBACCO SETTLEMENT REVENUE MANAGEMENT AUTHORITY

(A Component Unit of the State of South Carolina)
Notes to Financial Statements
June 30, 2015

(1) Restricted. Fund balance is reported as restricted when constraints placed on
resource use are either (a) externally imposed by creditors, grantors, contriburtors,
laws or regulation of other governments, or (b) imposed by law through
constitutional provisions or enabling legislation. Enabling legislation authorizes
the State to assess, levy, charge, o otherwise mandate payments of resources
from resource providers and includes a legally enforceable requirement that those
resources be used only for the specific purposes stipulated in the legislation. A
legally enforcesble requirement is one that an outside party can compel the
government to honor.

(2) Committed, Fund balance is reported as committed if the Authority’s by-laws or
official actions, including adoption of its annval budget, constrain the use of its
resources. Committed comstraints can be removed only through similar action
that created the constraint.

(3) Assigned. Fund balance is reported as assigned if the fund balance is constrained
by the Amhority’s intent to expend resources for specific purposes. Such intent
may be expressed by an official or body pursuant to delegation by the Authority.

{4) Non-spendable. Fund balance is reported as non-spendable if the balance has 2
lack of avajlability in form or substance of the assets and liabilities reported in
the fund to meet its obligations in the near future.

(5) Unassigned. Fund balance is reported as unassigned for all residual amounts not
otherwise classified.

The Authority has no assigned, non-spendable or unassigned fiund balance.

The Authority’s bond enabling act provides a covenant for the irrevocable
assignment of certain of the Authority’s assets during any time bonds are
outstanding, plus one year and one day thereafter. All of the Authority’s outstanding
bonds were retired on June 1, 2012, Accordingly, until June 2, 2013, certain of the
Authority’s assets were classified as resiricted by bond covenants because they were
subject to a legally enforceable external constraint by the terms of the Trust
Indenture.

Subsequent to June 2, 2013, assets previously restricted by bond covenants are
available to the State in accordance with the expenditure provisions of Section 11-11-
170 of the South Carolina Code of Laws 1976, as amended (the “Expenditure Act”).
The Authority classifies all TSRs held at, or received or receivable subsequent to
June 2, 2013, as restricted by statute, since the Expenditure Act constrains the use of
that portion of the Authority’s resources. The remaining pottion of net position is
reported es unrestricted.

Likewise, in the Governmental Fund Balance Sheet, the portion of fund balance that
is subject to the Expenditure Act is reporied as restricted by statute; however, the
remaining portion of fund balance is reported as committed to operating expense
inasmuch as that portion of fund balance is constrained by the Authority’s annually
adopted budget. The Authority has full statutory power to adopt, revise and rescind
its budget, and to expend funds for the costs of administering its operations,



TOBACCO SETTLEMENT REVENUE MANAGEMENT AUTHORITY
(A Component Unit of the State of South Carolina)

Notes to Financial Statements
June 30, 2015

The Authority classifies the expenditure of funds when incurred based on the nature
of the expenditure, with externally directed expenditures generally made from
resiricted funds, and expenditures made within the discretion of the Authority or
subject to its own budget, primarily its authorized operating expenditures, made from
committed funds.

(=) Administrative Expenses. The State of South Carolina and certain of its agencies
perform certain accounting, administrative, legal and enforcement services for the
Authority, and the value of these services is accounted for as general government
expenses in the financial statements. Note § — Related Party Transactions contains
descriptions of and amounts expended for these purposes.

(h) Use of Estimates, The preparation of financjal statements in conformity with
accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenue and expenses during the
reporting period. Actual results could differ from those estimates.

3 Deposits and Investmenis

Prior to June 2, 2013, the Authority’s cash deposits and invesiments held by the trustee were held
in several restricted accounts in the name of the Authority, subject to investment restrictions
imposed by the Trust Indenture. The Authority has not adopted a formal policy for these
investments because the Trust Indenture contains these restrictions,

Subsequent to June 2, 2013, all of the Authority’s cash deposits and investments are under the
control of the State Treasurer who, by law, has sole authority for investing State funds. State law
requires full collateralization of all bank balances under the control of the State Treasurer, who
must correct any deficiencies in collateral within two days. At June 30, 2015, all bank balances
under the control of the State Treasurer were fully insured or collateralized with securities held by
the State’s agent in the name of (he State Treasurer.

Tbe following schedule reflects the Authority’s deposits and investments at their fair and reported
values at June 30, 2015, and reconciles the amounts reported in the staterment of net position to
the notes.

Motas Statements
Deposits
Held by Stete Treasurer $ 5,341,750 Cash and cash equivalents § 5,341,750
Totals $ 5,341,750 s 5341750
T I — S
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TOBACCO SETTLEMENT REVENUE MANAGEMENT AUTHORITY
{A Component Unit of the State of South Carolina}

Notes to Financial Statements
June 30, 2015

(4} Bonds Payable

On March 22, 2001, the Authority issued $934,530,000 aggregate principal amount of Tobacco
Settlement Asset-Backed Bonds (the “Series 2001 Bonds™} pursuant to an indenture between the
Authority and United States Trust Company of New York (subsequently acquired by the Bank of
New York), as trustee, dated as of March 1, 2001, and the Tobacco Settlement Revenue
Management Authority Act. On June 26, 2008, the Authority defeased the Series 2001 Bonds
with certain cash funds and proceeds of $275,730,000 Tobacco Settlement Revenue Management
Authority Tobacco Settlement Revenue Asset-Backed Refunding Bonds, Series 2008 (the “Series
2008 Bonds™) issued pursuant to an indenture between The Bank of New York Trust Company,
N.A., as trusiee, and the Tobacco Settlement Revenue Management Authority.

At June 30, 2015, a total of $64,890,000 of the Authority’s legally and economically defeased
Series 2001 Bonds remained outstanding; however, all of the Sertes 2001 Bonds are deemed paid
within the meaning of and with the effect expressed in, and accordingly are no longer outstanding
under, the Trust Indenture.

The Series 2008 Bonds were scheduled to retire in ordinary course on June 1, 2018; however,
uuder early redemption provisions (“Turbo Redemptions™), any MSA payments exceeding annual
debt service requirements of the Series 2008 Bonds were applied to early redemption of principal.
On June 1, 2012, the Authority had sufficient funds to redeem as Turbo Redemptions the entire
principal amount of the Series 2008 Bonds then outstanding; accordingly, all of the Authority’s
debt has been fully discharged.

(5) Disputed Payments

During the periods ending June 30, 2006 through June 30, 2014, a number of participating
manufacturers (“PMs™) deposited a portion of their tobacco settlement payments into a disputed
payments account, incidental to findings by an independent arbitrator that MSA disadvantages
were a significant factor in market share losses experienced by the PMs in certain calendar years.
Under the provisions of the MSA, PMs are potentially entitled to an adjustment of their required
paymernits under the MSA (a Non-Participating Manufacturer or NPM Adjustment) in the event
that all of the PMs, in the aggregate, lose more than two percentage points of mearket share
compared to the market share of the PMs in 1997, However, the adjusiment cannot be applied
apgainst settling states that have enacted and diligently enforced an escrow fund statute under the
MSA. As a result of the PMs” deposit into the disputed payments account, South Carolina’s share
of payments under the MSA has been reduced since 2006.

In May, 2013, the State joined 21 other states and the PMs in a global settlement of the NPM
adjustment disputes for the years 2003 through 2012. The setilement provides that the State will
receive during the fiscal year ended June 30, 2014, certain payments released from the disputed
payments account, and that the PMs will be entitled to take certain credits from MSA payments
due in the fiscal years ending June 30, 2014 through June 30, 2017. Moreover, the PMs will not
withhold disputed funds during 2014 and 2015, and have agreed to reduce withholding amounts
for disputed funds thereafier. In eddition to the financial terms of the settlement, the 22 settling
states have agreed to a modification of future NPM adjustment disputes.

The State estimated that it would initially receive approximately $60 million in payments released
fron the disputed payments account, and the General Assembly determined to receive the
settlement in two parts, in Septemnber, 2013, and in April, 2014, and made provision under Panl
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TOBACCO SETTLEMENT REVENUE MANAGEMENT AUTHORITY
{A Component Unit of the State of South Carolina)

Notes to Financial Statements
June 30, 2015

IB, Section 118.17 in the fiscal year 2013-14 appropriation act for certain of the settlement funds
to be transferred to the State’s general fund. The Authority received the first of these settlement
payments totaling $21.7 million in October, 2013, and received the remainder of the settlement
payments totaling $48.7 million in April, 2014.

The Authority expects that credits taken by PMs from MSA payments due in the fiscal years
ending June 30, 2015 through June 30, 2017 as described above will result in a reduction of TSRs
in those fiscal years, the financial impact of which cannot be presently determined with precision.

(6) Related Party Transactions

The State of South Carolina, through the Office of Attomey General, the State Law Enforcement
Division, the South Carolina Department of Agriculture, and the South Carolina Department of
Revenue, provides certain legal and enforcement services to the Authority. During the fiscal year
ended June 30, 2015, the Authority made or provided for $3,528,000 in expenditures from its
general fund to these state agencies to cover costs of providing these services. The Office of State
Treasurer provides adminisirative, investment, operations, record keeping, and other support
services to the Authority; however, no reimbursements were made by the Authority during the
fiscal year ended June 30, 2015 to cover costs of providing these services,

%) Risk Management

The Authority is exposed to risks of loss from torts and maintains State coverage for these risks.
Management believes such coverage is sufficient to preclude any significant uninsured losses for
the covered risks. There were no significant reductions in insurance coverage from coverage in
the prior year. The insurer promises to pay to or on behalf of the insured for covered economic
losses sustained during the policy period in accord with insurance policy and benefit program
limits except for the deductibles. The Authority and other entities pay premiums to the State’s
Insurance Reserve Fund (“IRF”) whicb issues policies, accumulates assets to cover the risks of
loss, and pays claims incurred for covered losses related to torts. The IRF is a self-insurer whose
rates are determined actuarially.

No payments for uninsured losses were made during the fiscal year ended June 30, 2015.

(8) Subsequent Events

The Authority has evaluated all events subsequent to the statement of net position date of June
30, 2015 through the date of issuance of these financial statements, Septermber 21, 2015, and has
determined that there are no subsequent events requiring disclosure.



TOBACCO SETTLEMENT REVENUE MANAGEMENT AUTHORITY

Revenues
Tobacco setilement receipts
Funds cartied forward from prior year
Total revenues

Expenditures
Contrectual services

Fixed charges and contributions
Misegllaneous administralive
Total expenditures

Transfers
Trenafers to ather state agencies
Total transfers

Excess (deficiency) of revenues over
expenditures

See accompanying notes to required supplementary information,

Budgetary Comparison Schedule

(A Component Unit of the State of South Carolina)

Required Supplementary Information (unaudited)

General Fund
Year ended June 30, 2015
Budgeted Amounts Veriance
Original Final Achal Positive/{Negative)
$ 68,000,000 £ 68,000,000 3 70,418,749 ¥ 2,418,749
50,000 50,000 - (50,000}
68,050,000 68,050,000 10,418,749 2,368,749
45,000 45,000 3,570,830 (3,525,830)
3,000 3,000 2490 510
2,000 2,000 - 2,000
50,000 50,000 3,573,320 (3.523,320)
- (65,890,749) (65,890,749)
- - (65,890,749) (65,890,749)
3 68,000,000 $ 68,000,000 3 954.15&_ $ 67,045,320
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TOBACCO SETTLEMENT REVENUE MANAGEMENT AUTHORITY
(A Component Unit of the Siate of South Carolina)

Notes to Required Supplementary Information (unaudited)

Budgetary Comparison Schedule
General Fund

Year ended June 30, 2015

(1) Basis of Presentation

Section 11-49-60 of the South Carolina Code of Laws 1976, as amended requires the Authority to
adopt an annuel budget for its operational expenditures. The accompanying budgetary
comparison schedule compares the Authority’s legally adopted budget to actual results on the
budgetary basis.

) Budgetary Revisions

The Authority maintains budgetary control at the object category of expenditure and must
approve any transfer of appropriations between the object categories.

(&) Differences in Budgetary and GAAP Reporting

The accompanying budgetary comparison schedule compares the Authority’s legally adopted
budget with actual results in accordance with the Authority’s basis of budgeting. The Authority’s
primarily cash basis budgetary accounting principles, however, differ significantly from GAAP.
These different accounting principles may result in basis differences in the excess (deficiency) of
revenues over (under) expenditures. Basis differences arise because the basis of budgeting differs
from the GAAP basis used 10 prepare the governmental fund statement of revenues, expenditures
and changes in fund balance. No such differences were reflected in the budgetary comparison
schedule for the fiscal year ended June 30, 2015.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Mr. Richard H. Gilbert, Jr., CPA,
Deputy State Auditor

Office of the State Auditor
Columbia, South Carolina

Woe have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities and the major fund of Tobacco Settlement Revenue Management Authority (the “Authority”)
as of and for the year ended June 30, 2015, and the related notes to the financial statements, which
collectively comprise the Authority’s basic financial statements, and have issued our report thereon
dated September 21, 2015, i

INTERNAL CONTROL OVER PINANCIAL REPORTING

In planning and performing our audtt of the financial statements, we considered the Authority’s internal
control over financial reporting {internal control} to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Authority's internal control.
Accordingly, we do not express an opinion on the effectlveness of the Authority’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or empioyees in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A moteriol weokness is a deficiency, or a
combination of deficiencles, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financlal statements will not be prevented, or detected and corrected on a
timely basis. A significant deficlency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control over financlal reporting was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal control
over financial reporting that might be material weaknesses or significant deficiencies. Given these
limitations, during our audit we did not identify any deficiencies in internal control over financial
reporting that we consider to be materlal weaknesses. However, material weaknesses may exist that
have not been identifled.
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COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the Authority’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Stondaords.

PURPOSE OF THIS REPORT

The purpose of this repart is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an Integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance, Accordingly, this communication is not sultable for any other purpose.

Columbia, South Carolina He M 6"?74 A

September 21, 2015
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Tobacco Settlement Revenue Management Authority
SECTION 11-49-100. Accounts to be maintained separately; annual report.

All accounts of the authority must be held and maintained separately from ali other funds, properties,
assets, and accounts of this State and its other agencies. The board shall keep an accurate account of all
of its activities and all of its receipts and expenditures and annually, in the month of January, shall make
a report of its activities to the State Budget and Control Board, the report to be in a form prescribed by
the State Budget and Control Board. Audited financial statements must be submitted to the Comptroller
General by October fifteenth following the end of the fiscal year.

HISTORY; 2000 Act No. 387, Part I}, Section 69A.2; 2005 Act No. 164, Section 13,
Code Commissioner’s Note

At the direction of the Code Commissioner, reference in this section to the former Budget and Control
Board has not been changed pursuant to the directive of the South Carolina Restructuring Act, 2014 Act
No. 121, Section 5(D){1}, until further action by the General Assembly.



STATE FISCAL ACCOUNTABILITY AUTHORITY
Meeting of Tuesday, January 26, 2016 -- 9:30 A. M.
Room 252, Edgar A, Brown Building

BLUE AGENDA INDEX
Item Agency Subject
1.  Department of Administration, Bank Account Transparency and Accountability
Executive Budget Office
2. Department of Administration Easement

Division of General Services

3.  Department of Administration Real Property Conveyance
Division of General Services

4,  Executive Director Qualified Public Education Facilities (2015
Volume Cap Carryforward)



STATE FISCAL ACCOUNTABILITY AUTHORITY BLUE AGENDA
MEETING OF January 26, 2016 ITEM NUMBER

—_—

AGENCY:  Department of Administration, Executive Budget Office

SUBJECT: Bank Account Transparency and Accountability

Proviso 117.84 of the Fiscal Year 2015-16 Appropriations Act requires agencies with composite
reservoir bank accounts or other accounts which are not included in the South Carolina Enterprise
Information System (SCEIS) to prepare a report disclosing transaction information from the prior
fiscal year. State institutions of higher learning are exempted from this requirement. The proviso
also provides for an agency to petition the State Fiscal Accountability Authority for an exemption
from the detailed reporting requirements if release of the information would be detrimental to the
state or agency. Agencies exempted from the detailed transaction reporting by action of the former
Budget and Control Board must provide the following information for each account: 1) Name of
the account; 2) Names and titles of each person responsible for making withdrawals and deposits in
the account; 3) Names and titles of each person responsible for reconciling each account; 4) the
beginning balance, total deposits, total expenditures and year-end balance of the account,

The Executive Budget Office requested state agencies to provide the required reports by October 1,
2015. The reports received from the various state agencies have been submitted to the Comptroller
General’s Office to be posted on its website. Attached is a list which submitted a report in
accordance with Proviso 117.84 of the FY 2015-16 Appropriations Act.

AUTHORITY ACTION REQUESTED:

Receive as information the list of agencies which have submitted reports in accordance with Proviso
117.84, concerning bank account transparency and accountability.

ATTACHMENTS:

Agenda item worksheet; Proviso 117.84; Summary of agency responses



STATE FISCAL ACCOUNTABILITY AUTHORITY AGENDA ITEM WORKSHEET

Meeting Scheduled for: January 26,2016 Blue Agenda

1. Submitted by:

(&) Agency: Department of Administration:
(b) Authorized Official Signature: or

2. Subject: Bank Account Transparency and Accountability

3. Summary Background Information: Proviso 117.84 of the Fiscal Year 2015-16 Appropriations Act
requires agencies with composite reservoir bank accounts or other accounts which are not included in the
South Carolina Enterprise Information System (SCEIS) to prepare a report disclosing transaction
information from the prior fiscal year. State institutions of higher learning are exempted from this
requirement. The proviso also provides for an agency to petition the State Fiscal Accountability Authority
for an exemption from the detailed reporting requirements if release of the information would be detrimental
to the state or agency. Agencies exempted from the detailed transaction reporting by action of the former
Budget and Control Board must provide the following information for each account: 1) Name of the
account; 2) Names and titles of each person responsible for making withdrawals and deposits in the account;
3) Names and titles of each person responsible for reconciling each account; 4) the beginning balance, total
deposits, total expenditures and year-end balance of the account.

The Executive Budget Office requested state agencies to provide the required reports by October 1, 2015,
The reports received from the various state agencies have been submitted to the Comptroller General’s
Office to be posted on its website. Attached is a list which submitted a report in accordance with Provise
117.84 of the FY 2015-16 Appropriations Act.

4. What is Authority asked to do? Receive as information the list of agencies which have submitted
reports in accordance with Proviso 117.84.

5. What is recommendation of Department of Administration? Receive as information the Tist of
agencies which have submitted reports in accordance with Proviso 117.84.

6. List of Supporting Documents:

(a} Proviso 117.84
(b) Summary of agency responses



Proviso 117.84 Bank Account Transparency and Accountability
FY 2015-16 Appropriation Act

117.84, (GP: Bank Account Transparency and Accountability) Each state agency, except
state institutions of higher learning, which has composite reservoir bank accounts or any other
accounts containing public funds which are not included in the Comptroller General's South
Carolina Enterprise Information System shall prepare a report for each account disclosing every
transaction of the account in the prior fiscal year. The report shall be submitted to the State
Fiscal Accountability Authority by October first of each fiscal year. The report shall include the
name(s) and title(s) of each person authorized to sign checks or make withdrawals from each
account, the name and title of each person responsible for reconciling each account, the
beginning and year-end balance of funds in each account, and data related to both deposits and
expenditures of each account. The report shall include, but not be limited to, the date, amount,
and source of each deposit transaction and the date, name of the payee, the transaction amount,
and a description of the goods or services purchased for each expenditure transaction. To
facilitate review, the State Fiscal Accountability Authority shall prescribe a common format for
the report which agencies must use. In order to promote accountability and transparency, a link
to the report shall be posted on the Comptroller General's website as well as the agency's
homepage.

When the State Auditor conducts or contracts for an audit of a state agency, accounts of the
agency subject to this proviso must be included as part of the review.

If an agency determines that the release of the information required in this provision would be
detrimental to the state or the agency, the agency may petition the State Fiscal Accountability
Authority to grant the agency an exemption from the reporting requirements for the detrimental
portion. The meeting to determine whether an exemption should be granted shall be
closed. However, the exemption may only be granted upon a majority vote of the State Fiscal
Accountability Authority in a public meeting,



AGENCY COMPOSITE BANK ACCOUNTS

REPORTS RECEIVED

Agency Agency Name Exemption
Number Requested
D100 SC Law Enforcement Division Yes
D560 Department of Administration Yes
E200 Office of Attorney General Yes
H710 Wil Lou Gray Opportunity School Yes
H730 Vocational Rehabilitation Department Yes
J160 Department of Disabilities and Special Needs Yes
L0406 Department of Social Services Yes
L120 John de la Howe School Yes
N120 Department of Juvenile Justice Yes
P240 Department of Natural Resources Yes
R120 State Accident Fund Yes
R280 Department of Consumer Affairs Yes
RA00 Department of Motor Vehicles Yes
R440 Department of Revenue Yes
B040 Judicial Department No
D200 Governor’s Mansion and Grounds No
E080 Secretary of State No
E240 Adjutant General’s Office No
H750 School for the Deaf and Blind No
H950 State Museum No
1020 Department of Health and Human Services No
J040 Department of Health and Environmental Control No
K050 Department of Public Safety No
P120 Forestry Commission No
P280 Department of Parks, Recreation and Tourism No
P320 Department of Commerce No
P340 Jobs-Economic Development Authority No
R360 Department of Labor, Licensing and Regulation No
R600 Department of Employment and Workforce No
U120 Department of Transportation No



STATE FISCAL ACCOUNTABILITY AUTHORITY BLUE AGENDA
MEETING OF January 26, 2016 I[TEM NUMBER

AGENCY:  Department of Administration, Division of General Services

SUBJECT: Easement

The Department of Administration, Division of General Services requests approval of the
following easements in accordance with SC Code of Laws:

{a) County Location: Dillon
From:; State of South Carolina, through the Department of
Administration
To: AT&T Southeast
Consideration: $700

Description/Purpose: ~ To grant a (.796 acre easement for the installation, operation
and maintenance of a 4” telecommunication conduit beneath
the Little Pee Dee River at SC 41. The easement will expand
the service area. Consideration is $500 plus $200 per acre for
easements across navigable waterways and submerged lands.

AUTHORITY ACTION REQUESTED:

Approve granting the referenced easements as recommended by the Department of
Administration, Division of General Services.

ATTACHMENTS:

Agenda item worksheet and attachments



STATE FISCAL ACCOUNTABILITY AUTHORITY AGENDA ITEM WORKSHEET

Meeting Scheduled for: January 26, 2016 Blue Agenda

Submitted by:
(a) Agency: Department of Administration,
Division of General Services

(b) Authorized Official Signature: Nolan L. WigginQ!r.. Director

2.

Subject: EASEMENT

Summary Background Information:

The Division of Genera) Services requests approval of the following easement in accordance with SC
Code of Laws:

(a) County Location: Dillon

From: State of South Carolina, through the Department of Administration

To: AT&T Southeast

Consideration; $700

Description/Purpose: To grant a 0.796 acre easement for the installation, operation and
maintenance of a 4” telecommunication conduit beneath the Little
Pee Dee River at SC 41. The easement will expand the service area.
Consideration is $500 plus $200 per acre for easements across
navigable waterways and submerged lands.

What is the Authority nsked to do? Approve the referenced easement.

sl

What is recommendation of the Division of General Services? Recommend approval of the
referenced ensement,

6‘

List of Supporting Documents:
1. 8C Code of Laws Sections 1-11-80, 1-11-100 and 10-1-130
2. Ensement Plat



SOUTH CAROLINA CODE OF LAWS

SECTION 1-11-80. Board authorized to grant casements for public utilities
on vacant State lands,

The Depariment of Administration, upon approval of the State Fiscal
Accountability Authority, is authorized to grant easements and rights of way to
any person for construction and maintenance of power lines, pipe lines, water and
sewer lines and railroad facilities over, on or under such vacant Jands or
marshland as are owned by the State, upon payment of thc reasonable value
thereof,

SECTION 1-11-100. Execution of instruments conveying rights of way or
ensements over marshlands or vacant lands.

Deeds or other instruments conveying such rights of way or easements over such
marshlands or vacant lands as are owned by the State shal) be executed by the
Governor in the name of the Stale, when authorized by the Decpartment of
Administration, upon approval of the State Fiscal Accountability Authority, and
when duly approved by the office of the Attorney General; deeds or other
instruments conveying such easements over property in the name of or under the
control of State agencies, institutions, commissions or other bodies shall be
executed by the majority of the governing body thereof, shall name both the State
of South Carolina and the institution, agency, commission or governing body as
grantors, and shall show the written approval of the Director of the Depariment of
Administration and the State Fiscal Accountability Authority.

SECTION 10-1-130. Grant of easements and rights of way.

The trustees or governing bodies of state institutions and agencies may grant
easements and rights of way over any property under their control, upon the
recommendation of the Department of Administration and approval of the State
Fiscal Accountability Authority, whenever it appears that such easements do not
materially impair the utility of the properly or damage it and, when a
consideration is paid therefor, any amounts must be placed in the State Treasury
to the credit of the institution or agency having control of the property involved.



——= e LW [ASMENT LME
AT D

L LT T T mamowmrue \ 4
— ——— o OROARY WM WATR el

—-L——- cﬂ“.‘-?m \ \
m AVEMENT \ %\

AN
\

i
.Y CEWOETS CALCAATED POmE

%
\ % ORDINARY HIGH WATER LWNE LOCATION MAP (HOT SCALE)

&
DERRICK ROGERS WS F123-00-00-015
\ VAN S BAKER HATTHITET 2427
e - ‘\ - = T AROGE UNE — TNTESEEE 6.24 SFIFD4E 7223
e 3051220 S9D501E 75.95 .
- - E 2530983 —cyparafE b2 W ) /"‘ r2e2EE .'.u..sr
HET 41 (1507 R NE7DSSE 35,70 [ HE
WY §1 Q00" Ry BRIDGE UNE —-\@) /_ o Ba\OF BICBANG \ . s R/ &

- "_"—"'"—- sr.r
e e e o rr =
WETLAKO UNE _,_/" Nwm"ss‘r: W0t —— Casszmeremasy %ﬂnrs tuﬁ'

NBS'SI47'W 7

T T T GRiRDAD g 556 -oz'srun SS2EATH IS —_ s
; ‘l-— 7—— — — ——
—_—t— L g iy St NEW YARIABLE WOTH UTILITY EASEMENT pCRLAND LE
—\( E / 34,665 SQ FT (0,798 ACRES) ST 365
—
™S §137-00-00-054 EASEMENT LIKC AND RIGHT OF WAY N4TS4'ITE 109 2T
KEMETH FOUSE & UNE ABE THE SAME ROTES:
T THS 5 m0] & VLD, TPUE COMY (F Dl SOCIMCMT LNLESS 17 JDARS
THE OPeCubl REis <Rl SwaTURE BATE, AND Pl (v 1t
l msﬂ! 00~ 00-007 B OF Ty FELEFTELD esori¥SlLal L0 SulvEYDN HOTID HEMIEN
wN‘F‘ﬁ"m'.E‘n. 2 xwmsm%ﬂtmmsmsmrﬁm
A Pl CAS M MTE Dl WERE I IS BF I
IR sa) ASARL A5 OF ML DATE oF Te0F SSWET
wLCahOwT IF THOSE TH Shdny sl ACTE AT WAL On
‘ tmww:wnnm TS WA rill BETN
PROVEYTY T 5. THEOE Wac B 400 NoM s CATIMIMNTY Se0h MTEST
:mnm BT MEREC w33 £uosm TD Wt
\ a ummrmummsmmnmmmmm
W.EST B VORNED AT PRe0R 1D L
\ 3 M PECAERTY GO RIES ASF wCARAND 1D Pl Oty
O hrsane,
'
| HEREEIT STATE THAT 1O ThE BEST OF WY PAOFESSCMAL KNOW_ENCE,
INFORMATGN AND BELEF, THE SAVEY SHOWH HERDIH waS WADE IN
o [Ty 200" ACCORDAMCE WTH THE REQUIRDMENTS OF THE STANDARDS OF PRACTCT
WAMUAL FOR SURYEYIMG I SOUTH CAROLINA AND SFEIS OR EXCEEOS THE
RECUBTELENTS FUA A CLASS & SURVEY AS SPECWIED THEREWN; 4LSO THERE
CRAPHIC SCALE ART WD VSHLE ENCROACHMENTS OR APROECTIONS OMHER THAM SN,
COPYRIGHT HOTCE
Berd CeAminG r3 L SOMORTY OF UEF (O UEADON AMND S
a."l?n“‘m [ ] n‘c’mcr';m &mﬁ?"" EORICK W, FAMMING SC PLS NO. 1
MIBTPED HEREM AND 1S NOT 15 B WD 6 anY OTHER URS CORPORANCH -

015 SALT POINTE Prowy. MORIH CHARLESTON, 5C 23405
HLEMWOME: (843} 767-4B02

1% 500 Fas 40 W 1]

it AR -

AU b ol Poine Fukwy: Sow 200

K (Toleuah Sovth Leulrd W01

- 3

A MDY VARARE WOTH
YTILITY EANEMENT
FRERMED PR ATRT
LOCKTID ™
NI, &
acad

al
:




STATE FISCAL ACCOUNTABILITY AUTHORITY BLUE AGENDA
MEETING OF January 26, 2016 ITEM NUMBER kg

AGENCY: Department of Administration, Division of General Services

SUBJECT: Real Property Conveyance

The Department of Administration, Division of General Services recommends approval of the
following real property conveyance:

Controlling Agency: Medical University of South Carolina

Acreage: 1.47+ acres

Location: 165 Cannon Street, Charleston

County: Charleston

Purpose: To convey property known as the “M Lot” to the MUSC

Foundation to be developed as a parking garage to support
additional traffic at the Medical University Hospital
Authority’s Shawn Jenkins Children’s Hospital, as well as
future growth of MUSC’s clinical enterprise. The Foundation
will construct the garage and lease parking spaces to the
University’s Parking Management Services, who manages
parking for both the University and the Hospital Authority.

Price/Transferred To: $10,250,000/MUSC Foundation

Disposition of Proceeds: To be retained by MUSC.

BOARD ACTION REQUESTED:

Approve the real property conveyance as requested by the Department of Administration,
Division of General Services.

ATTACHMENTS:

Agenda item worksheet and attachments



STATE FISCAL ACCOUNTABILITY AUTHORITY AGENDA ITEM WORKSHEET

Meeting Scheduled for: January 26, 2016 Blue Agenda

1. Submitted by:
(a) Agency: Department of Administration,
Division of General Services
(b} Authorized Official Signature:

Nolan L. Wiggins, Jr., Director

2. Subjeet: REAL PROPERTY CONVEYANCE

3. Summary Background Information:

Controlling Agency: Medical University of South Carolina

Acreage: 1.47% acres

Location: 165 Cannon Street, Charleston

County: Charleston

Purpose: To convey property known as the “M Lot™ to the MUSC

Foundation to be developed as a parking garage to support
additional traffic at the Medical University Hospital
Authority’s Shawn Jenkins Children’s Hospital, as well as
future growth of MUSC’s clinical enterprise. The Foundation
will construct the garage and lease parking spaces 1o the
University’s Parking Management Services, who manages
parking for both the University and the Hospital Authority.

Price/Transferred To: $10,250,000/MUSC Foundation

Disposition of Proceeds: To be retained by MUSC.

4. What is Authority asked to do? Approve the property conveyance as requested.

5. What is recommendation of Department of Administration Division involved?
Recommend approval of the property conveyance as requested.

6. List of Supporting Documents:
(@)  Letter from Medical University of South Carolina dated November 35, 2015
(b) Map
(c) SC Code of Laws Section 1-11-65



Enginesring and Facllities

97 Jonathan Lucas Street
MUSC
Charleston, SC 29425

MEDICAL UNIVERSITY Tel 843 792271
of SOUTH CAROLINA Fax 843 792 0251
www,musc.edufvpfajeandf

Novembsr 5, 2015

Ms. Linda M. Gordon

Program Coordinator

Real Proparty Services

Division of General Services

The South Carolina Department of Admintatration
1200 Senate Sireet, Sulle 460

Coilumbia, SC 28201

RE: Request lo sell 185 Cannon Siraet, Charisston, SC (TMS#460-11-4-048)
Dear Ms, Gordon:

The Medical Universily of South Caroiina (MUSC) Is requesling the Depariment of Administration and
Stale Flscal Accountability Authorly (SFAA) lo approva the sale ol 185 Cannon (aks 'M' Lot) lo the
MUSC Foundalion, This sale was approved by our Board of Trustess at thelr Oclobar 8%, 2015
meeting {(minutes enclosed).

The Univarslty is completing both Siratagic Planning and Masler Facilly Planning exercisas and
desirea lo monelize this asset for capilal generation to suppart alther construction deamed necassary
by the aforemantioned plans.

The site was selectad as the prefared iocation for a parking garage to supporl additional ralfic at the
Hospital Aulhority's Shawn Jenkins Children's Hospital (SJCH) recently supported by the Ganeral
Assambly, The f{utura plans shww addittonal clinical {acliity development in the sama area of campus
so0 the gamge will support future growth al tha ciinical enterprise.

As the Hoapiial Authority couid not absorb the debt af both the new SJCH and the parking garage, wa
feal It is n the ben! inlsrast of tha Agency lo Bsll the property to the MUSC Foundation who will buiid
the garage and iease parking spaces o the Univeralty's Parking Managemant Seivices, who
manages parking for both the University and the Hoapital Autharity.

We balleva the proposed sale fo ba beneficlal to ali siekehoiders: the Agsncy, the Authority end the
public via the most modem and patlem centered care. We wilt be able to provide the women and
chiidran of not only the Lowcouniry, bul the State of South Carolina. We ask you to please approve
this request

Sincarely,

-
/o) PE
Gragory W, Welgla, PE

Chilef Facillty Officar
Madical University of South Carolina

(849)792-7526 weigle@mysc.ady

Enclosura






STATE FISCAL ACCOUNTABILITY AUTHORITY BLUE AGENDA 4
MEETING OF January 26, 2016 ITEM NUMBER

AGENCY:  Executive Director

SUBJECT:  Qualified Public Educational Facilities (2015 Volume Cap Carryforward)

Internal Revenue Code Section 26 U.S.C. Section 142(k) for qualified public educational
facilities and Section 142(a)(13) were added by Section 422(a) and (b) of P.L. 107-16 in 2001,
Section 142(k) provides a separate and independent volume cap for qualified public educational
facilities to be used for the issuance of bonds for public educational facilities, These bonds are
not subject to the general volume limitation under Code Section 146 but are subject to a separate
volume limitation set forth in Code Section 142(k). No regulations for this provision have been
promulgated.

The volume cap for qualified public educational facilities is governed by Section 142(k)5. That
Section provides, in part, the following:

(B) Allocation rules.

(ii) Rules for carryforward of unused limitation. A State may elect to carry
forward an unused limitation for any calendar year for 3 calendar years following the
calendar year in which the unused limitation arose under rules similar to the rules of
Section 146(f), except that the only purpose for which the carryforward may be elected
is the issuance of exempt facility bonds described in subsection (a)(13).

The volume cap for calendar year 2015 was $48,324,820 and has been unused. The Authority is
asked to elect to carryforward the entire volume cap for 2015 to be used for the issuance of bonds
for qualified public educational facilities as described in Section 142(a)}(13) and authorize the
filing of a carryforward election with the Internal Revenue Service in connection with such
allocation. Pursuant to Section 142(k)(5)(B)(ii) the carryforward will be valid for the next three
calendar years,

AUTHORITY ACTION REQUESTED:

Approve the carryforward of the unused volume cap allocation for qualified public educational
facilities for calendar year 2015 to be used for the issuance of bonds of such bonds and authorize
the filing of a carryforward election with the Internal Revenue Service in connection with such
allocation to be valid for the next three calendar years,

ATTACHMENTS:

Internal Revenue Code 26 U.S.C. Section 142; Certification of 2015 State Ceiling for Qualified
Public Educational Facilities Bonds



11172018 L.5.C_Title 26 - INTERNAL REVENUE CODE

26 U.S.C.

United States Code, 2011 Edition

Title 26 - INTERNAL REVENUE CODE

Subtitle A - Income Taxes

CHAPTER 1 -NORMAL TAXES AND SURTAXES

Subchapter B - Computation of Taxable Income

PART IV - TAX EXEMPTION REQUIREMENTS FOR STATE AND LOCAL BONDS
Subpart A - Private Activity Bonds

Sec. 142 - Exempt facility bond

From the U.S. Govemment Printing Office, www.gpo.gov

§142. Exempt facility bond

(a) General rule

For purposes of this part, the term “exempt facility bond” means any bond issued as part of an issue 95
percent or more of the net proceeds of which are to be used to provide—
(1) airports,
(2) docks and wharves,
(3) mass commuting facilities,
(4) facilities for the furnishing of water,
(5) sewage facilities,
(6) solid waste disposal facilities,
(7) qualified residential rental projects,
(8) facilities for the local furnishing of electric energy or gas,
(9) local district heating or cooling facilities,
(10) qualified hazardous waste facilities,
(11) high-speed intercity rail facilities,
(12) environmental enhancements of hydroelectric generating facilities,
(13) qualified public educational facilities,
(14) qualified green building and sustainable design projects, or
(15) qualified highway or surface freight transfer facilities.

(b) Special exempt facility bond rules
For purposes of subsection (a}—
(1) Certain facilities must be governmentally owned

(A) In general

A facility shall be treated as described in paragraph (1), (2), (3), or (12) of subsection (a) only if
all of the property to be financed by the net proceeds of the issue is to be owned by a governmental
unit,

hitps:/Awww.gpo.gov/idsys/pkg/U SCOD E-2011-title26/htm VU SCODE-2011- litle28-subtitieA-chap1-subchapB-partlv-subpar tA-sec142.him 111



January 16, 2015

CERTIFICATION OF
2015 STATE CEILING ON ISSUANCE OF QUALIFIED PUBLIC EDUCATIONAL FACILITIES
BONDS ESTABLISHED IN THE ECONOMIC GROWTH AND TAX RELIEF RECONCILIATION
ACT OF 2001

In accord with Code Section 142(k) of the Economic Growth and Tax Relief Reconciliation Act of
2001, I have determined that the most recent census estimate of the resident population of the State of South
Carolina published by the Bureau of the Census before the beginning of 2015 is 4,832,482,

That population estimate is included in Census Bureau release CB14-232 dated December 23, 2014.

On that basis, I have calculated and I certify the 2015 state ceiling on the issuance of qualified public
educational bonds for the State of South Carolina, as established in Economic Growth and Tax Relief

Reconciliation Act of 2001, to be $48,324,820.

A LTLA [ wAr VAR A e e



STATE FISCAL ACCOUNTABILITY AUTHORITY REGULAR SESSION
MEETING OF January 26, 2016 [TEM NUMBER [

AGENCY:  Department of Administration, Executive Budget Office

SUBJECT: Permanent Improvement Projects

State Fiscal Accountability Authority approval is requested for the following permanent
improvement project establishment requests and budget revisions which have been reviewed
favorably by the Joint Bond Review Committee:

(a) Summary 4-2016: JBRC Item 1. University of South Carolina - Columbia
Project: 6114, Football Operations Facility Construction

Cumulative Current Budget Total Budpet
Source of Funding Original Budget Changes Since Current Budget Adjustment After Current
Detail Amount Original Budpet Requested Adjustment
Athletic, Operating
Funds 0.00 0.00 Q.00 1.000,000.00 1,000,000.00
All Sources Q.00 0.00 0.00 1,000,000.00 1,000,000.00

Funding Source: $1,000,000 Athletic, Operating Funds, which are those revenues
generated by ticket sales, SEC conference distributions, Gamecock Club
contributions, seat premiums, and corporate sponsorships. Athletic funds are
auxiliary funds of the University and are self-supporting.

Request: Establish project and budget for $1,000,000 (Athletic, Operating Funds) to
begin design work to construct a new football operations facility at the
University of South Carolina. The facility will be located at the west end of
Gamecock Park that is adjacent to the existing indoor football practice facility,
The proposed building will be approximately 105,000-gross-square-feet and
will consolidate all training, coaching, operational and administrative activities
associated with the football program. The building will contain public spaces,
locker rooms, meeting rooms, a weight room, a nutrition area, training rooms
with hydrotherapy, and an equipment storage area and administrative/coaches
offices. Site utilities, parking and associated landscaping and hardscaping will
also be included as part of the project. Consolidation will enhance operational
efficiency and eliminate the need for student athletes to cross Bluff Road going
from locker rooms at Williams-Brice Stadium to the practice fields. This
facility will be an important component of the football recruiting process. The
agency estimates that the complete project will cost approximately
$50,000,000.



STATE FISCAL ACCOUNTABILITY AUTHORITY REGULAR SESSION
MEETING OF January 26, 2016 ITEM NUMBER __! , Page 2

AGENCY: Department of Administration, Executive Budget Office

SUBJECT:  Permanent Improvement Projects

(b)  Summary 4-2016: JBRC Item 2. University of South Carolina - Columbia
Project: 6115, Close-Hipp Renovation

Cumulative Current Budget Total Budget
Source of Funding Original Budget Changes Since Current Budget Adjustment After Curren
Detail Amoupt Original Budget ested Adiustment
Other, Institutional
Capital Project Funds 0.00 000 0.00 220.500.00 220.500.00
All Sources 0.00 0.00 Q.00 220,500.00 220,500.00

Funding Source: $220,500 Other, Institutional Capital Project Funds, which are those
funds generated from the portion of tuition and fees designated for Bond and
Renovation Reserve. These funds pay debt service first and the remainder is
used for capital improvements.

Request: Establish project and budget for $220,500 (Other, Institutional Capital Project
Funds) to begin design work to renovate the Close-Hipp building at the
University of South Carolina, The Close building is 42 years old, while the
Hipp building 32 years old. The combined gross-square-feet of the buildings is
340,978. The renovations will include replacing original mechanical and some
plumbing and electrical systems that are at the end of their serviceable life.
This project will also focus on life safety by installing a sprinkler system and an
updated fire alarm system to comply with current building codes. Water
intrusion issues will be addressed and the roof will be replaced. The College of
Hospitality, Retail, and Sports Management will be relocated to Close-Hipp
and will occupy approximately one-third of the building. Classrooms will also
be renovated to include replacement of finishes, new classroom furniture as
required, and installation of new A/V smart classroom technology. Other
academic and student support services will occupy the building. This project
will address the most serious maintenance needs and enhance energy efficiency
of the building while providing significant academic and student support space.
The agency estimates that the complete project will cost approximately
$14,700,000.



STATE FISCAL ACCOUNTABILITY AUTHORITY REGULAR SESSION
MEETING OF January 26, 2016 I[TEM NUMBER [ , Page 3

AGENCY:  Department of Administration, Executive Budget Office

SUBJECT: Permanent Improvement Projects

(c) Summary 4-2016: JBRC Item 3. Medical University of South Carolina
Project: 9831, Parking Garage #1 Structural, Waterproofing and Masonry Repairs

Cumulative Current Budget Total Budget
Source of Funding Otriginal Budget Changes Since Current Budget Adjustment After Current
Detpil Amount Original Budget Requested Adjpstment
Other, Parking
Revenue 0.00 0,00 0.00 26,250.00 26,250.00
All Sources 0.00 0.00 Q.00 26,250.00 26,250.00

Funding Source: $26,250 Other, Parking Revenue, which are those revenues generated
from operation of the MUSC parking system.

Request: Establish project and budget for $26,250 (Other, Parking Revenue) to begin
design work to repair the Jonathon Lucas Street Parking Garage at the Medical
University of South Carolina. The parking garage is 42 years old, and is
191,670-gross-square-feet, of which 137,000-gross-square-feet will be
renovated. This project will address structural and deferred maintenance issues
on floors one through five in order to prevent further deterioration of the
support structure. The work will repair/replace waterproofing systems,
reinforce/repair masonry wall systems, upgrade vehicular impact systems to
meet current code, and repair/paint structural support steel. Floors six and
seven of this garage were previously repaired. The agency estimates that the
complete project will cost approximately $1,750,000.

(d) Summary 4-2016;: JBRC Item 5. Department of Transportation
Project: 9734, HQ Building Fire Sprinkler Installation and Waterproofing

Cumulative Current Budget Total Budget
Source of Funding Original Budget =~ Changes Since ~ Current Budget Adjusiment After Current
Detail Amount Original Budget Requested Adjustment
Other, State Highway
Fund 0.00 0.00 0.00 60,000.00 60,000.00
All Sources 0.00 0.00 0.00 £60,000.00 £0,000.00




STATE FISCAL ACCOUNTABILITY AUTHORITY REGULAR SESSION
MEETING OF January 26, 2016 ITEMNUMBER __ ! | Page 4

AGENCY:  Department of Administration, Executive Budget Office

SUBJECT: Permanent Improvement Projects

Funding Source: $60,000 Other, State Highway Fund, which are those revenues derived
from the state motor fuel user fee.

Request: Establish project and budget for $60,000 (Other, State Highway Fund) to begin
design work to install a fire sprinkler system and to fireproof certain building
components at the Department of Transportation headquarters building. This
building is 38 years old and 228,000-square-feet. In 2002, building code
violations were found within the headquarters building that affected the ability
for persons to safely exit the building in the event of a fire. The State Engineer
wrote a memo in 2002 regarding code deficiencies at this building. At a
minimum, the agency was directed to install a fire sprinkler system to mitigate
the code violations found. Fireproofing the steel columns and beams in the
building with a spray-on coating will be evaluated. The exterior of the building
has not been sealed since it was constructed, and the building leaks when it
rains. This creates the potential for moisture damage and mold growth. This
project will include sealing the joints in the limestone panels and windows, The
agency estimates that the complete project will cost approximately $3,748,500.

Establish Construction Budget

(e) Summary 4-2016: JBRC Item 7. University of South Carolina — Beaufort Campus
Project: 9516, Hilton Head Island Hospitality Management Facility Construction

Cumulative r et Total Budget
Source of Funding Qriginal Budget Changes Since Current Budget Adjustment After Current
Detail Amount Original Budget Requested Adjustmen]
Other, Town of Hilton
Head Island 0.00 0.00 0.00 18,435,000.00 18,435,000,00
Other, Beaufort-Jasper
County HEC 0.00 0.00 0.00 1,500,000.00 1,500,000.00
Other, Private Funds 367,500.00 0.00 367.500.00 632.500.00 1,000.000,00
Al} Sourges 367,500.00 0.00 367,500.00 20,567,500,00 20,935,000,00

Funding Source: $18,435,000 Other, Town of Hilton Head Island Funds, which are Tax
Increment Financing from the Town of Hilton Head Island; $1,500,000 Other,
Beaufort-Jasper County HEC Funds, which are funds the Beaufort-Jasper



STATE FISCAL ACCOUNTABILITY AUTHORITY
MEETING OF January 26, 2016

REGULAR SESSION

ITEM NUMBER , Page 5

AGENCY:

Department of Administration, Executive Budget Office

SUBJECT:

Request:

®

Permanent Improvement Projects

Higher Education Commission receives annually from Beaufort and Jasper
County; and $1,000,000 Other, Private Funds, which are donations or gifts for
the USC Beaufort campus.

Increase budget to $20,935,000 (add $18,435,000 Other, Town of Hilton Head
Island Funds, $1,500,000 Other, Beaufort-Jasper County HEC Funds, and
$632,500 Other, Private Funds) to construct the Hospitality Management
Facility on Hilton Head Island for the University of South Carolina Beaufort.
The project was established for pre-design in April 2015, which is now
complete. This project will provide for the site development and construction
of an approximately 39,752-square-feet facility to house the USC Beaufort
third and fourth year Hospitality Management academic program on Hilton
Head Island. The building will provide classrooms, a culinary lab, a library,
office and support spaces and space for the Osher Lifelong Learning Institute.
Hilton Head Island regards the presence of USC and a Hospitality Management
program as a vital component to expanding their hospitality-driven economy.
This project will be LEED Silver certified for energy savings. The Town of
Hilton Head is committed to investing $22,000,000 to substantially assist in the
creation of this academic facility on Hilton Head Island, of which $3,565,000 is
a gift of 9.721 acres of property. The Beaufort-Jasper Higher Education
Commission will add $1,500,000 and $1,000,000 will be privately gifted. The
agency reports the total projected cost of this project is $20,935,000 with
additional annual operating costs of $430,000. The agency also reports the
projected date for execution of the construction contract is March 2017, and the
projected date for completion of construction is Juty 2018,

Summary 4-2016: JBRC Item 10. Department of Transportation

Project: 9733, HQQ Parking Garage Structural Repairs
Cumulative Current Budget Total Budget
Source of Funding Original Budget Changes Since Current Budget Adjustment After Current
Detail Amounl Qriginal Budget Requested Adjustment
Other, State Highway
Fund 15,750.00 0.00 15,750.00 1.149.250.00 1.165.000.00
All Sources 15,73000 0.00 15,750.00 1,149,250.00 1,165,000.00




STATE FISCAL ACCOUNTABILITY AUTHORITY REGULAR SESSION
MEETING OF January 26, 2016 ITEM NUMBER / , Page 6

AGENCY: Department of Administration, Executive Budget Office

SUBJECT: Permanent Improvement Projects

Funding Source: $1,165,000 Other, State Highway Fund, which are those revenues
derived from the state motor fuel user fee,

Request: Increase budget to $1,165,000 (add $1,149,250 Other, State Highway Fund) to
perform structural repairs and maintenance on the Headquarters Parking
Garage at the Department of Transportation. The project was established for
pre-design in June 2015, which is now complete. The 38-year-old, 207,900-
square-foot facility provides 802 parking spaces. The last major repairs to the
facility were performed in 2012, with annual maintenance being performed
since that time. The repairs would include repairs to cracked and spalling
concrete decking and structural tee sections, sealing deck joints. They would
also include a concrete surface coating on the top level of the parking structure
to help prevent water intrusion and repairing shear cracks on exterior beams,
The agency reports the total projected cost of this project is $1,165,000 with no
additional annual operating costs. The agency also reports the projected date
for execution of the construction contract is April 2016, and the projected date
for completion of construction is July 2016.

AUTHORITY ACTION REQUESTED:;

Approve permanent improvement project establishment requests and budget revisions as
requested by the Department of Administration, Executive Budget Office. All items have been
reviewed favorably by the Joint Bond Review Committee.

ATTACHMENTS:

Attachments






Permanent Improvement Project Information for January 26, 2016 SFAA Meeting

Original Date of Date of
Agency/ Approved Original Phase | Phase | Included Total Projected
Project No. Agency/Project Name Budget Approval Amount Approval in CPIP Project Cost

H27-6114 University of South Carolina - Football Operations Facility N/A N/A $1,000,000 N/A Yes $50,000,000
Construction

H27-6115  University of South Carclina - Close-Hipp Renovation N N $220,500 N Yes $14,700,000

H51-9831 Medical University of South Carolina - Parking Garage #1 N/A N/A $26,250 N/A Yes $1,750,000
Structural, Waterproofing and Masonry Repairs

U12-9734 Department of Transportation - HQ Building Fire Sprinkler N N $60,000 N Yes $3,748,500
Installalion and Waterproofing

H36-9516 University of South Carolina-Beaufort - Hilten Head Island $367,500 4/28/15 $367,500 4/28/15 Yeb $20,935,000
Hospitality Management Facility Construction

U12-8733 Department of Transporiation - HQ Parking Garage Structural $15,750 6/16/15 $15,750 6/16/15 Yes $1,165,000

Repairs



Additional Information on Funding Sources for
Higher Education Permanent Improvement Projects

Item (a) ~ University of South Carolina - Columbia — Football Operations Facility Construction

The source of funds for pre-design Athletic, Operating Funds, which are those revenues generated by
ticket sales, SEC conference distributions, Gamecock Club contributions, seat premiums, and corporate
sponsorships. Athletic funds are auxiliary funds of the University and are self-supporting.

The sources of funds for construction are anticipated to include:
Athletic Revenue Bonds, which are issued by the University of South Carolina pursuant to Part
I1, Section 9 of Act No. 518 passed by the General Assembly of the State of South Carolina in
1980, as amended by Act No. 545 of 1986, No. 302 of 1996, No. 6 of 1997, No. 182 of 2005, and
No. 17 of 2007. The purpose of these bonds is to raise money to provide permanent financing for
the costs of the construction, enlargement of, and improvements to Williams-Brice Stadium and
other athletic facilities. There is a $200M cap on bonds outstanding.

Private Funds, which are donations and gifts to the Athletics Department.

The University reports that no increase in any student fee or tuition will be required for this project.

Item (b) — University of South Carolina - Columbia — Close-Hipp Renovation
The source of funds for pre-design is Other, Institutional Capital Project Funds, which are those funds
generated from the portion of tuition and fees designated for Bond and Renovation Reserve. These funds
pay debt service first and the remainder is used for capital improvements.
The sources of funds for construction are anticipated to include:
Other, Institutionat Capital Project Funds, which are those funds generated from the portion of
tuition and fees designated for Bond and Renovation Reserve. These funds pay debt service first

and the remainder is used for capital improvements.

Private Funds, which are donations and gifts to the College of Hospitality, Retail, and Sports
Management program,

Institutional Funds, which are funds available to the University from a variety of sources
including tuition and fees, sales and services activities, and other miscellaneous sources.

The University reports that no increase in any student fee or tuition will be required for this project.



Item (¢) — Medical University of South Carolina — Parking Garage #1 Structural, Waterproofing
and Masonry Repairs

The source of funds for pre-design is Other, Parking Revenue, which are those revenues generated from
operation of the MUSC parking system.

The source of funds for construction is anticipated to be Other, Parking Revenue.

The University reports that no increase in any student fee or tuition will be required for this project.

Item (e) — University of South Carolina - Beaufort — Hilton Head Island Hospitality Management
Facility Construction

The source of funds for pre-design was $367,500 Other, Private Funds, which are donations or gifts for
the USC Beaufort campus.

The sources of funds for construction are anticipated to be:

$18,435,000 Other, Town of Hilton Head Island Funds, which are Tax Increment Financing from
the Town of Hilton Head Island.

$1,500,000 Other, Beaufort-Jasper County HEC Funds, which are funds the Beaufort-Jasper
Higher Education Commission receives annually from Beaufort and Jasper County.

$632,500 Other, Private Funds, which are donations or gifts for the USC Beaufort campus.

The College reports that no increase in any student fee or tuition will be required for this project.



STATE FISCAL ACCOUNTABILITY AUTHORITY REGULAR SESSION
MEETING OF January 26, 2016 ITEM NUMBER _ &

AGENCY:  Department of Administration, Division of General Services

SUBJECT: Department of Mental Health Amendment of Sale and Purchase Agreement
between Department of Mental Health and Bull Street Development, LLC in
Connection with Sale of Approximately 16 Acre Parcel of the Bull Street
Property, the William S. Hall Psychiatric Institute

On June 14, 2011, the South Carolina Budget and Control Board approved the request of the
Department of Mental Health (“DMH”) to approve the Sale and Purchase Agreement dated
December 16, 2010 (the “Sale Apreement”) between DMH and Hughes Development Corporation
for the sale of 165.79+ acres on the Bull Street Campus (the “Campus™} for not less than
$15,000,000. The Sale Agreement did not include the William S. Hall Psychiatric Institute (the
“Hall Institute’) and surrounding land, which DMH then intended to renovate and continue to
operate as a children’s psychiatric hospital..

On June 16, 2014, Hughes Development Corporation thereafier assigned all its right title and
interest in the Sale Agreement to and the responsibilities and obligations of same were assumed
by Bull Street Development, LLC (“Buyer™).

Although DMH had initially desired to retain and renovate the Hall Institute for the purposes of
continuing hospital operations, DMH subsequently changed the project to one to relocate the
children’s psychiatric hospital services provided at Hall Institute to its G. Werber Bryan Psychiatric
Hospital. DMH now desires to sell the approximate 16.11+ Hall Institute parcel to Buyer by
amending the Sale Agreement.

Following an appraisal of the Hall Institute parcel and an analysis of other factors relating to the
Campus, Buyer has agreed, as additional consideration, to amend the Sale Agreement (the
“Amendment”), to purchase the Hall Institute parcel at the full appraised value of $220,000 per acre
less the cost of demolition and abatement, estimated at $600,000, and to provide DMH additional
economic incentives in the form of profit sharing.

DMH sought and received an order from the Court of Common Pleas in Richland County
approving the sale of the Hall Institute parcel. The order in Case No, 2015-CP-40-07184 captioned,
South Carolina Department of Mental Health, as Trustee, Plaintiff/Petitioner vs. Alan Wilson,
Attomey General of South Carolina, and Bull Street Development, LLC Defendants/Respondents
approving the sale under the terms of the Amendment with all proceeds to be held in trust for the
benefit of DMH for the care and treatment of persons with mental illness was filed on December
17, 2018,



STATE FISCAL ACCOUNTABILITY AUTHORITY  REGULAR SESSION
MEETING OF January 26, 2016 ITEM NUMBER _ % , Page 2

AGENCY:  Department of Administration, Division of General Services

SUBJECT: Department of Mental Health Amendment of Sale and Purchase Agreement
between Department of Mental Health and Bull Street Development, LLC in
Connection with Sale of Approximately 16 Acre Parcel of the Bull Street
Property, the William S. Hall Psychiatric Institute

AUTHORITY ACTION REQUESTED:

Upon the request of the Department of Mental Health, approve the First Amendment to Sale and
Purchase Agreement between the Department of Mental Health and Bull Street Development,
LLC, assignee from Hughes Development Corporation to sell approximately 16+ acres at
$220,000.00 per acre, less cost of demolition and abatement, estimated at $600,000, adjusted for
Present Value.

ATTACHMENTS:

Agenda item worksheet; Letter of request from Department of Mental Health dated January 4,
2016; Order Case No. 2015-CP-40-07184 filed December 17, 2015; CC Code of Laws Sections 1-
11-65



STATE FISCAL ACCOUNTABILITY AUTHORITY AGENDA ITEM WORKSHEET

Meeting Scheduled for: January 26, 2016 Regular Agenda

1. Sabmitted by:
(a) Agency: Department of Administration

Division of General Services @
(b} Authorized Official Signaiure:

Nolan L. Wiggins. Jr irector

2, Subject: Department of Mental Health Amendment of Sale and Purchase Agreement between
Department of Mental Health and Bull Street Development, LLC in connection with sale of
approximately 16 acre parcel of the Bull Street Property, the William S, Hall Psychiatric
Institute

3, Summary Background Information:

On June 14, 2011, the South Carolina Budget nnd Control Board approved the request of the
Department of Mental Health (“DMH"} to approve the Sale and Purchase Agreement dated December
16, 2010 (the “Sale Agreement”) between DMH and Hughes Development Corporation for the sale of
165.79¢ acres on the Bull Street Campus (the “Campus”) for not less than $15,000,000. The Sale
Agreement did not include the William 8. Hall Psychiatric Institute (the “Hall Institute™) and
surrounding land, which DMH then intended to renovate and comtinue to operate as a children’s
psychiatric hospital.

On June 16, 2014, Hughes Development Corporation thereafter assigned all its right title and interest
in the Sale Agreement to and the responsibilities and obligations of same were assumed by Bull
Street Development, LLC (“Buyer™),

Although DMH had initially desired to retain and renovate the Hall Institute for the purposes of
continuing hospital operations, DMH subsequently changed the project to one to relocate the children’s
psychiatric hospilal services provided at Hall Institute to its G. Werber Bryan Psychiatric Hospital.
DMH now desires to sell the approximate 16.1 1+ Hall Institute parcel to Buyer by amending the Sale
Apreement.

Following an appraisal of the Hall Institute parcel and an analysis of other factors relating to the
Campus, Buyer has agreed, as additional consideration, to amend the Sale Agreement (the
“Amendment’), to purchase the Hall Institute parcel at the full appraised value of $220,000 per acre less
the cost of demolition and abatement, estimated at $600,000, and to provide DMH additional economic
incentives in the form of profit sharing.

DMH sought and received an order from the Court of Common Pleas in Richland County approving the
sale of the Hall Institute parcel. The order in Case No. 2015-CP-40-07184 captioned, South Carolina
Department of Mental Health, as Trustee, Plaintiff/Petitioner vs. Alan Wilson, Attorney General of
South Carolina, and Bull Street Development, LLC Defendants/Respondents approving the sale under
the terms of the Amendment with all proceeds to be held in trust for the benefit of DMH for the care
and treatment of persons with mental illness was filed on December 17, 2015,

4. What is SFAA asked to do? Approve the First Amendment to Sale and Purchase Agreement



between the Depariment of Mental Health and Bull Street Development, LL.C, assignee from Hughes
Development Corporation to sell approximately 16+ acres at $220,000,00 per acre, less cost of
demolition and abatement, estimated at $600,000, adjusted for Present Value,

What is recommendation of the Division of General Services? Recommend approving that the
Hall Property is encurnbered by a charitable trust; and that that doctrine of equitable deviation permits
the DMH to deviate from the terms of the charitable trust, and to sell the Hall Property when a coun
has directed a trustee to do so and that in the instant matter the Court of Common Pleas ordered that
DMH may sell the Hall Property; that $3,612,715 was a fair and reasonable price for the sale of the
Hall Property; and that sale of the Hall Propenty by DMH pursuant to the Amendment for the
consideration set forth in the Sale Agreement, as amended was authorized and approved.

6.

Supporting Documents:

(a) Letter of request from Deepartment of Mental Health dated January 4, 2016
(b) Order Case Na. 2015-CP-40-07184 filed December 17, 2015

(¢) SC Code of Laws Sections [-11-65



Effective: July 1, 2015
Code 1976 § 1-11-65
§ 1-11-65. Approval and recordation of real property transactions involving
governmental bodies.

(A) All transactions involving real property, made for or by any governmenta) bodies, excluding
political subdivisions of the State, must be approved by and recorded with the Depariment of
Administration for transactions of one million dollars or less. For transactions of more than one
million dollars, approval of the State Fiscal Accountability Authorily is required in lieu of the
department, although the recording will be with the department. Upon approval of the transaction,
there must be recorded simultaneously with the deed, a certiticate of acceptance, which
acknowledges the depariment's and authorily's approval of the transaction as required. The county
recording authorily cannot accept for recording any deed not accompanied by a cerlificate of
acceplance. The department and authority may exempt a governmental body from the provisions of
this subsection,

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

Credits
HISTORY: 1085 Act No. 201, Parl [l, § 5; 1989 Act No. 26, § 1; 1997 Act No. 153, § 2;: 2014 Act No.
121 (8.22}, Pt V .C, eff July 1, 2015,



State of South Carolina
Department of Mental Health

MENTAL HEALTH COMMISSION: 2414 Bull StregtaP,O. Box 485

Allson ¥, Evana, PeyD, Chalr Columbla, SC 20202
Joan Moors, Vice Chair Informatlon; {503) 808-8581

Beverly Candwell

Jang B,: Jones January 4’ 2016 John H. Maglll

Evernm Rutiedgs, PhO State Director of Mental Health
, Burton Terry

Sharon L Wilsen

Shawn Lavery DeJames

Assistant Director, Division of General Services
South Carolina Department of Administration
1200 Senate Street, Suite 408 Columbia, SC 29201

Re:  State Fiscal Accountability Authority; Approval of Sale of Property

Dear Shawn:

As we discussed earlier, on behalf of the South Carolina Department of Mental Health I am
requesting that the State Fiscal Accountability Authority review and approve a sale of property
by the Depariment of Mental Health (DMH) to Bull Street Development, LLC.

The property which is the subject of the sale is an approximately 16 acre portion of the Bull
Street Property, and the site of a former DMH hospital, the William S, Hall Psychiatric Institute
(Hall Property.)

The agreement is styled as a “First Amendment” to the Sale and Purchase Agreement between
DMH and Hughes Development Corporation (Hughes) that was entered into in December, 2010,
for the majority of the Bull Street Property (165 acres). Bull Street Development, LLC is the
successor in interest to Hughes with respect to its rights and obligations under the Sale and
Purchase Agreement

DMH is requesting that the agreement to sell the Hall Property be placed on the next State Fiscal
Accountability Authority agenda for approval.

Attached is a Circuit Court Order approving the sale of the Hall Property, The Order contains a
recitation of the events following the 2011 approvals by the Court and the State Budget and
Control Board of the Sale and Purchase Agreement between DMH and Hughes.

MISSION STATEMENT
To suppor Ihe recovery of people with mental dlinesses,

DM H FEEEEH



I have previously furnished to you electronically a copy of the First Amendment to the Sale and
Purchase Agreement, a final appraisal report conceming the Hall property done by George (Jake)
Knight, Jr. of Real Estate Appraisers and Consultants, LLC (REAC) for DMH, as well as a
Review Appraisal obtained by the Attomey General’s Office.

Please keep me informed and call me if you need any additional information of have any
questions.

Thank you for your assistance.

Very truly yours, -

0l DT

Mark W. Binkley
Deputy Director, Division of Administrative Services

Attachment

cc:  John H. Magill, State Director
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STATE OF SOUTH CAROLINA JUDGMEN: IN A CIVIL CASE
COUNTY OF RICHLAND
IN THE COURT OF COMMON PLEAS CASE NUMBER: 2015CP4007183
South Carolina Dept of Mental Health Alan Wilson
Attorney General of South Carolina
PLAINTIFF(S) DEFENDANT(S}
Submitted by: Attorney for ; (] Plaintiff [] Defendant or [] Self-Represented Litigant

DISPOSITION TYPE (CHECK ONE)
[0 JURY VERDICT. This action came before the court for a trial by jury. The issues have been tried and a verdict rendered,

[ DECISION BY THE COURT. This action came to trial or hearing before the court. The issues have ﬁn u'iqg:.nr heard apd a

decision rendered. = e
[0 ACTION DISMISSED (CHECK REASON): [ rule 12(b), SCRCP; [ Rule 41(a), SCRCP (ﬁ. Norapit); “1-,'-—'_
(] Rule 43(k), SCRCP (Settled); [ Other om m”
[J ACTION STRICKEN (CHECK REASON): [ Rule 40(j), SCRCP; (] Bankruptcy; a4 “r"—- z
] Binding arbitration, subject to right to restore to confirm, vacate or modify arbitration award; T Other ™ ,
[0 DISPOSITION OF APPEAL TO THE CIRCUIT COURT (CHECK APPLICABLE BOX): ReE i =
[ Affirmed; [1Reversed; []Remanded; [ Other Dy F Q_%
NOTE:  ATTORNEYS ARE RESPONSIHLE FOR NOTIFYING LOWER COURT, TRIBUNAL, OR ADMINISTRATIVE AGENCYDERHE cREUIT CouRT—
RULING [N THIS APPEAL. ) t'a
IT IS ORDERED AND ADJUDGED: [ See attached order {formal order to follow) [T] Statement of Judgmeiit by the Court:
ORDER INFORMATION

This order [] ends [] does not end the case.
Additional Information for the Clerk :

INFORMATION FOR THE JUDGMENT INDEX
Complete this section below when the judgment affects title to rea) or personel property ot if any amount should be enrolled. 1f there
is no judgment information, indicate “N/A” in one of the boxes below.

Judgment in Favor of (List name(s) below) | Judgment Agalnst (List name(s) below) | Judgment Amount To be Enrolled
8
s
b

If applicable, describe the property, including tax map Information and address, referenced in the order:

The judgment information above has been provided by the submiting party. Dispuies concerning the amounis contained in this form may be
nddressed by way of motlon pursuant to the SC Rules of Civil Procedure, Amounts to be compuled such as interest or additional taxable costs not
available at the time the form and linel order are submilted to the judge may be provided to the clerk, Note: Title abstractors and researchers
should refer to the official court order for Judgment detaits.

Cireuit Court Judge Judge Code Date
For Clerk of Court Office Use Only
This judgment was entgrgd on the day of ___~ , 20 and a copy mailed first class or placed in the appropriate
attorney’s box on this ﬁ day of TP~ ,20TS to attorneys of record or to parties (when appearing pro se) es follows:
Mark W, Binkley Larry Kimble Carter Alan Wilson William George Newsome Il
Mary Frances Q. Jowers
Alan Wilson
ATTORNEY(S) FOR THE PLAINTIFF(S) ATTORNEY(S) FOR THE DEFENDANT(S)

e el I

SCRCP Form 4C (10/2011) SCANNED



STATE OF SOUTH CAROLINA
COUNTY OF RICHLAND

South Carolina Department of
Mental Health, as Trustee,
Plaintiff/Petitioner,

¥S5.

Alan Wilson, Attomey General of
South Caroling, and Bull Street
Development, LLC
Defendants/Respondents.

)} INTHE COURT OF COMMON PLEAS
)
) Case No. 2015-CP-40-07184
)
)
- 2 7

) I S
) ORDER - o 28
) % © 2%
) %m 5 ‘e
; w2 3 O%
) ‘mé 2 -
) =R

=) &

rﬂ

This matter came before me on December 17, 2015 pursuant to a Petition for

Declaratory Relief filed by Plaintiff/Petitioner South Carolina Department of Mental

Heaith (DMH). DMH seeks an Order approving the sale of certain DMH property

impressed by a charitable trust and more fuily described herein. DMH was represented by

Mark W. Binkley; Defendant/Respondent Alan Wilson, Attorney General of South

Carolina was represented by Assistant Deputy Attorney General Mary Frances Jowers and

Defendant/Respondent Bull Street Development, LLC was represented by W, Leighton

Lord III and William G. Newsome III,

Without objection, counsel for DMH summarized the lengthy history of this matter.

The parcel of land at issue consists of approximately sixteen (16) acres, hereinafier

referred to as the “Hall Property”, The Hall Property was included in a larger parcel known as the

Bull Street Property which was previously the subject of litigation.

On February 20, 2007, the South Carolina Supreme Court concluded that the Bull Street

Property was impressed with a charitable trust for the benefit of DMH for the care and treatment

of the mentally ill. Dept. of Mental Health v. McMaster, et al., 372 S.C. 175, 642, S.E. 2d 552

(2007).
SCANNED i



On December 2, 2010, the Mental Health Commission authorized the sale of
approximately 165 acres of the Bull Street Property to Hughes Development Corporation
(Hughes) for fifteen million ($15,000,000). DMH subsequently entered into a Sale and Purchase
Agreement (“Agreement”) dated December 16, 2010 with Hughes.

The Hall Property, which is the subject of this action, was not included in the Agreement
because it was anticipated that the Hall Property would continue to be used by DMH.

The Agreement was the subject of a Petition for Declaratory Relief by DMH, naming the
current defendants or their predecessor in interest, and seeking Court approval of the Sale.

Circuit Court Judge J. Emest Kinard, Jr, signed an Order approving the Agreement on
June 10, 2011,

The Order concluded, in pertinent part, that DMH had proceeded in a commercially
reasonable manner in marketing the property for sale, the purchase price and other terms of the
Apreement were fair and reasonable, and the sale of the Property was in the best interests of
DMH and the beneficiaries of the charitable trust, the citizens with menta) illness.

The Agreement was subsequently approved by the State Budget and Control Board on
June 14,2011,

The Agreement provides for a “Commencement Date,” which was contingent not only
upon Court approval and approval by the State Budget and Control Board, but upon Hughes
receiving epproval by the City of Columbia to rezone the Bull Street Property as a Planned Unit
Development, as well as Hughes obtaining certain Entitlements from the City.

The rezoning and & Development Agreement between Hughes and the City of Columbia
providing for specified Entitlements from the City were accomplished, and the Agreement’s
“Commencement Date” is September 30, 2013.

Pursuant to the Agreement and with the consent of DMH, the Hall Property was inciuded

in the Planned Unit Development zoning requested and obtained by Hughes.

SCANNED W



On June 16, 2014 Hughes transferred all its right, title and interest in the Agreement to
defendant Bull Street Development, LLC. Bull Street Development, LLC, (hereinafter referred to
as “Developer™), assumed ell of Hughes obligations and responsibilities under the Apreement.

Until December 16, 2015, the Hall Property was the site of DMH’s child and adolescent
hospital, the William S. Hall Psychiatric Institute (““Hall Institute™.)

DMH made the decision to relocate the children’s hospital services provided by Hall
Institute to its G. Werber Bryan Psychiatric Hospital (“BPH"), and initiated a construction and
renovation project at BPH to create appropriate facilities to accommodate child and adolescent
psychiatric hospital services,

After making the decision to relocate the children’s hospital services to BPH, DMH
obtained an independent appraisal (“Knight Appraisal”) of the Hall Property from George E.
{“Jake™) Knight, Jr,, MAI

Mr, Knight is a certified general real estate appraiser previously qualified by the South
Carolina Courts as an expert in real estate appraisal,

The Knight Appraisal supports a sale price of $220,000 per acre if the Hall Institute and
other structures were abated, demolished, cleared and removed. DMH obtained an estimate for
demolition and abatement in the amount of $600,000,

After obtaining the appraisal, DMH entered into negotiations with Developer.

During negatiations, Developer agreed to pay DMH $220,000 per acre for the Hall
Property, less the cost of demolition and abatement, and adjusted for Present Value.

DMH and Developer agreed to incorporate the terms and conditions for the purchase of
the Hall Property into the existing Agreement by means of a First Amendment to the Sale and
Purchase Agreement (“Amendment”).

Under the Amendment, the amount attributable to the sale of the Hall Property, adjusted
for Present Value, was added to the 515,000,000 original purchase price, making the total

purchase price for the Bull Street Property, including the Hall Property, $18,612,715.00. The
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minmum annual payment amount schedule in Paragraph 10 of the Agreement was modified to
reflect the increased amounts due from Developer and adding one additional year to the term of
the Agreement,

At the time of the Amendment negotiations, Hall Institute was still in operation and the
parties included a number of terms to ennble DMH to continue to occupy and operate Hall
Institute while DMH completed the construction and renovations at BPH.

Additional changes to the Agreement made by the Amendment include modifications to
the definition of a “qualifying sale” in Paragraph 9.3(a) of the Agreement.

The South Carolina Mental Health Commission authorized the DMH State Director to
enter inio the Amendment with Developer at its meeting of March 6, 2015, and the Amendment

was executed on March 30, 2015.

On December 15, 2015, the patients at Hall Institute were admitted to BPH, Hall Institute

is now vacant and no longer in operation,

The Attorney General called as a witness Joe Rosen, MAIL, SAR, a certified
general real estate appraiser, who was qualified by the Court as an expert in real estate
appraisal. He testified that he was retained by Defendant/Respondent Alan Wilson, State
Attomey General, to conduct a review appraisal of the appraisal done by Mr. Knight for
DMH. Mr. Rosen explained the published uniform standards which exist for MAI
appraisers regarding the methods and measures expected in producing a reliable
appraisal. He stated he reviewed the appraisal completed by Mr. Knight applying those
standards. It was his opinion that the appraisal done by Mr. Knight was in full accord
with those standards and he found the appraisal to be thorough and comprehensive, Mr.
Rosen also testified that he agreed with Mr. Knight’s conclusion regarding the fair market

value of the Hall Property.

SCANNED  #7



After carefully considering the evidence, testimony, exhibits and argument of counsel, |
make the following Findings of Fact and Conclusions of Law pursuant to Rule 52, SCRCP, To
the extent any of the following findings of fact constitute conclusions of law, they are adopted as

such, and to the extent that any conclusions of law constitute findings of fact, they are so adopted.

FINDINGS OF FACT
I.  The real property that is the subject of this case (Hall Property) is located in Columbia,

South Carolina, and was the site of the William 8. Hall Psychiatric Institute, a DMH
Hospital, and is more {ully described in the Appraisal introduced into evidence.

2. The Hall Property was included in a larger parce) known as the Bul! Street Property
which was previously the subject of 2 previous decision by the South Carolina Supreme
Court entitled Dept. of Mental Health v. McMaster, et al,, 372 5.C. 175, 642, S.E.
2d 552 (2007).

3. As part of its efforts to sell the Hall Property, DMH arranged for an appraisal and
obtained cost-estimates for the demolition of the building on the property.

4, The Defendant/Respondent Bull Street Development, LLC (“Developer”) entered into a
First Amendment to the Sale and Purchase Agreement for the Hall Property with DMH
dated March 30, 2015.

5. An Appreisal of the Hall Property from George E. (“Jake”) Knight, Jr., MAI, was
obtained by DMH which concluded that its current fair market value of the Hall Property
is $2,944,200.

6. The Hall Property is no longer being vsed by DMH and is surplus to its needs,

CONCLUSIONS OF LAW
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A. The South Carolina Supreme Court held that the Bull Steet Property is impressed
with a charitable trust. S.C. Dept. of Memtal Health v. McMaster, 642 S.E.2d 552
(8.C. 2007). The Court went on to state that “given the change in circumstances
in the care and treatment of menta! health patients, we hold that the doctrine of
equitable deviation may be employed to allow a sale of property [that is
impressed with a charitable trust] with the disbursement of the proceeds to be
placed in trust for the benefit of DMH.” 642 S.E.2d at 554,

B. The purchase price and other terms of the Amendment are fair and reasonable.

“C. The sale of the Hall Property is in the best interests of DMH and the beneficiaries

of the charitable trust, the citizens with menta! illness.

IT IS THEREFORE DECLARED AND ORDERED:

A, The doctrine of equitable deviation permits the South Carolina Department of Mental
Health to deviate from the terms of the charitable trust, and to sell the Hall Property due to
circurpstances not known to or anticipated by the settlors of this chariteble trust and because
continued adherence would impair the accomplishment of the purpose of the trust;

B. The Amendment and facts evidence that, although the sale of the Hall Property
substantially deviates from the terms of the trust, the transfer of ownership of the Hall Property,
which is no longer needed for the care of persons with mental iliness, fulfills the purpose of the
trust by generating funds for the benefit of persons with mental illness and the additional amount
of $3,612,715.00 due DMH under the terms of the Amendment is fair and reasonable;

C. The Hall Property may be sold under the terms of the Amendment with all proceeds to be
held in trust for the benefit of South Carolina Department of Mental Health for the care and
treatment of persons with mental illness;

D. The South Carolina Department of Mental Health, acting through its State Director or

other duly designated agency officials may grant any necessary Protective Covenants, Conditions,
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Restrictions and Easements and other documents related to the Hall Property which are required
for the Department to comply with the terms of the Agreement, as amended,

E. By virtue of his participation as a party to this action, the approval of future easements
granted by the Departrent over the Hall Property pursuant to the terms of the Agreement shall
not require the approval of the Attorney General pursuant to S.C. Code Ann. Sec, 44-11-110;

F. The sale of the Hall Property by DMH pursuant to the Amendment for the consideration
set forth in the Agreement, as amended, is hereby authorized and approved.

G. The Clerk of Court is directed to enter judgment on this Order authorizing and approving

salc of the Hall Property pursuant to Rule 54(b) SCRCP.

DeAndrea G. Benjamin,
Circuit Judge

At Columbia, 8.C.

[@ =175

Date




STATE FISCAL ACCOUNTABILITY AUTHORITY REGULAR SESSION
MEETING OF January 26, 2016 ITEM NUMBER ‘3

AGENCY:  Department of Administration, Division of General Services

SUBJECT: Tri-County Technical College Ground Lease and Lease Associated with the Tri-
County Technical College Student Success Center Project

In October 20135, the Joint Bond Review Committee (“JBRC™) approved the construction of a
new Student Success Center to house a Learning Commons and associated group study space,
computer labs, campus store, café and a shipping and receiving facility as well as the
refurbishment of Ruby Hicks Hall and the construction of a new Central Plant to provide cooling
(the project was named the “Tri-County Technical College Student Success Center Project” and
will hereafter be referred to as the “Project”). In connection with the Project, the State Fiscal
Accountability Authority (“SFAA™) authorized JEDA to issue Not Exceeding $33,000,000
Education Facilities Revenue Bonds (the “Bonds™), expected to be repaid on or about June 30,
2037. The total estimated Project cost is approximately $42,000,000, of which the College is
providing approximately 36% of the Project-cost directly from funds on hand. The Bond
financing represents the remaining 64% in an approximate amount of $27,920,000. Relating to
the Bonds and to facilitate the financing of the Project, the Tri-County Technical College
Commission (the “Commission”) desires to enter into certain leases between the Commission
and the TCTC Foundation, LLC (the “Foundation”) and hereby requests approval of these leases.

Upon approval by SFAA, the Commission will enter into a Base Lease and Conveyance
Agreement (the “Ground Lease) wherein the Commission will lease certain real property as
depicted on the attached survey (the “Land”), performed by 3D Land Surveying, dated December
8, 2015, at Tri-County Technical College’s Pendleton Campus located at 7900 US Highway 76,
Pendleton, South Carolina for thirty (30) years, with the right to extend the term for five (5)
years. The Ground Lease is anticipated to begin February 2, 2016. The rent will be $1.00 per
year. Concurrent with the lease term, the Commission will grant, general, non-exclusive
easements for the benefit of the Commission as may be necessary and at the Commission’s
discretion for the construction and maintenance of utility services, surface and storm water
drainage, and property access.

Following the completion of the Project, anticipated to be no later than February 2019, and
receipt of a certificate of occupancy, the Foundation will lease to the Commission (the “Lease™)
the Land together with any and all improvements located on or to be constructed on the Land for
thirty (30) years with the right to extend the term for five (5) years, which extension will be
subject to and conditioned upon receipt of certain approvals by governmental authorities,
including but not limited to the State of South Carolina or an agency thereof. The rent for the
Lease will be determined by the final cost and the final financing terms of the Bonds, but in any
event is not anticipated to exceed $1,816,000 per year for twenty years. The difference between
the Lease term and the Bond term is to provide the lender with adequate security against the
Foundation’s leasehold interest. Upon payment of rent which totals repayment of the Bonds, the
Foundation shall at the Commission’s election: (i) surrender to the Commission the Land and
sell, for nominal consideration to the Commission, the Project, including all buildings, other
structures and improvements constructed on and/or located on the Land (the Project and all
buildings, structures and improvements will be in the same condition as when construction of the
Project was completed, with only natural and normal wear and tear excepted); (ii) continue to
lease the Land and the Project to the Commission with rental not to exceed $1 per year; or (iii)



STATE FISCAL ACCOUNTABILITY AUTHORITY REGULAR SESSION
MEETING OF January 26, 2016 ITEM NUMBER \3 , Page 2

AGENCY:  Department of Administration, Division of General Services

SUBJECT:  Tri-County Technical College Ground Lease and Lease Associated with the Tri-
County Technical College Student Success Center Project

terminate the Lease and the Ground Lease and return the Land to the Commission in the same
condition as it was on the date the lease term began, with only natural and normal wear and tear
excepted.

Additionally, the Lease includes an option which allows the Commission to purchase the Project
at a price equal to the outstanding Base Rent, plus any direct costs incurred by the Foundation in
the administration of the Lease and outstanding, due through the date of purchase plus any other
outstanding indebtedness (excluding all amounts owed on Bonds which are covered by Base
Rent), fees or expenses of any nature, owed by the Foundation with respect to the Land and the
Project at the time of the Foundation’s purchase of the Project. In essence, if the Commission
provided the Foundation with funds sufficient to retire the Bonds prior to their stated maturity,
then the Commission could terminate both leases prior to their expiration, retake possession of
the Land, and acquire title to all improvements (including the Project).

Any acquisition of the Project by the Commission will be subject to and conditioned upon receipt
of certain approvals by governmental authorities, including but not limited to the State of South
Carolina or an agency thereof,

The Commission will request operational costs and lease payments from Anderson, Oconee and
Pickens Counties (in accordance with SC Code §59-53-250). The operational costs are estimated
to be in the range of $60,122 to $136,302 annually, which costs are similar to the current
operating costs of the two existing facilities.

The Lease and the Ground Lease were approved by the respective govermng bodies of the Tri-
County Technical College on December 1, 2015, and the Foundation on October 9, 2015, and
JBRC on January 20, 2016. The Commission on Higher Education (“CHE”) approved the Project
on August 21, 2015 and we have been informed by the College that leasing arrangement does not
require additional CHE consideration.

AUTHORITY ACTION REQUESTED:

As recommended by the Department of Administration, Division of General Services, approve
the attached thirty-year Ground Lease from the Tri-County Technical College Commission to the
TCTC Foundation, LLC and related easements and approve the attached thirty-year Lease from
the Foundation to the Commission. The right to extend the leases for five (5) years is
conditioned upon the parties obtaining all necessary approvals from appropriate governmental
authorities, including but not limited to, the State of South Carolina or an agency thereof, prior
to exercising the right to extend the leases. Material modifications to the leases prior to
execution will require further Authority approval. Nonmaterial revisions to the leases prior to
execution will be conditioned upon approval by SFAA staff.

ATTACHMENTS:

Agenda item worksheet; Request Letter from Tri-County Technical College; Request Letter from
Counsel; Survey for Tri-County Technical College Student Success Center; Proposed Leases; SC
Code of Laws Sections 1-11-55; 1-11-56; 10-1-130; and 59-53-250




SFAA AGENDA ITEM
WORKSHEET

Meeting Scheduled for: January 26, 2016 REGULAR AGENDA

1. Submitted by:
(8) Agency: Department of Administration,
Division of General Services
(&) Authorized Official Signature:

Nolan L. Wiggins. J@irecmr

2. Subject: Tri-County Technical College Ground Lease and Lease associated with the Tri-County
Technical College Student Success Center Project

3. Summary Background Information:

In October 2015, the Joint Bond Review Commitiee (“JBRC"™) approved the construction of n new
Student Success Center to house & Learning Commons and associated group study space, computer labs,
campus store, café and a shipping and receiving facility ns well as the refurbishment of Ruby Hicks Hall
and the construction of a new Central Plant to provide cooling (the project was named the *“Tri-County
Technical College Student Success Center Project™ and will hereafter be referred to as the “Project™). In
connection with the Project, the State Fiscal Accountability Authority ("SFAA™) authorized JEDA to
issue Not Exceeding $33,000,000 Education Facilities Revenue Bonds (the “Bonds™), expected to be
repaid on or about June 30, 2037, The total estimated Project cost is approximately $42,000,000, of
which the College is providing approximately 36% of the Project-cost directly from funds on hand. The
Bond financing represents the remaining 64% in an approximate amount of $27,920,000. Relating to the
Bonds and to facilitate the financing of the Project, the Tri-County Technical College Commission (the
"Commission”) desires to enter into certain leases between the Commission and the TCTC Foundation,
LLC (the “Foundation") and hereby requests aopproval of these leases.

Upon approval by SFAA, the Commission will enter into a Base Lease and Conveyance Agreement (the
“Ground Lease”) wherein the Commission will lease certain real property as depicled on the attached
survey {(the “Land"), performed by 3D Land Surveying, dated December 8, 2015, at Tri-County Technica!
College’s Pendleton Campus located at 7900 US Highway 76, Pendleton, South Carolina for thirty (30)
yenrs, with the right to extend the term for five (5) years. The Ground Lease is onticipated to begin
February 2, 2016. The rent will be $1.00 per year. Concurrent with the lease term, the Commission will
grant, general, non-exclusive easements for the benefit of the Commission as may be necessary and at the
Commission’s discretion for the construction and maintenance of utility services, surface and storm water
drainage, and property access.

Following the completion of the Project, anticipated to be no later than February 2019, and receipt of a
certificate of occupancy, the Foundation will lease to the Commission (the *Lease™) the Land together
with any and all improvements located on or to be constructed on the Land for thirty (30) years with the
right to extend the term for five (5) years, which extension will be subject to and conditioned upon receipt
of certain approvals by governmental authorities, including but not limited to the State of South Corolina
or an agency thereof, The rent for the Lease will be determined by the final cost and the final financing
terms of the Bonds, but in any event is not anticipated to exceed 51,816,000 per year for twenty years.
The difference between the Lease term and the Bond term is to provide the lender with adequate security
against the Foundation's leasehold interest. Upon payment of rent which totals repayment of the Bonds,
the Foundation shall at the Commission's election: (i) surrender to the Commission the Land and sell, for
nominal consideration to the Commission, the Project, including all buildings, other structures and



improvements constructed on and/or located on the Land (the Project and all buildings, structures and
improvements will be in the same condition as when construction of the Project was completed, with only
natural and normal wear and tear excepted); (ii) continue to lease the Land and the Project to the
Commission with rental not to exceed 81 per year; or (iii) terminate the Lease and the Ground Lease and
return the Land to the Commission in the sume condition as it was on the date the lease term began, with
only natural and normal wear and tear excepted.

Additionally, the Lease includes an option which allows the Commission to purchase the Project
at a price equal to the outstanding Base Rent, plus any direct costs incurred by the Foundation in
the administration of the Lease and outstanding, due through the date of purchase plus any other
outstanding indebtedness (excluding all amounts owed on Bonds which are covered by Base
Rent), fees or expenses of any nature, owed by the Foundation with respect to the Land and the
Project at the time of the Foundation's purchase of the Project. In essence, if the Commission
provided the Foundation with funds sufficient to retire the Bonds prior to their stated maturity,
then the Commission could terminate both leases prior to their expiration, retake possession of
the Land, and acquire title to all improvements (including the Project).

Any acquisition of the Project by the Commission will be subject to nnd conditioned upon receipt of
certain approvals by governmental authoritics, including but not limited to the State of South Carolina or
an agency thereof,

The Commission will request operational costs and lense payments from Anderson, Oconee and Pickens
Counties (in nccordance with SC Code §5%-53-250), The operational costs are estimated to be in the
range of $60,122 to $136,302 annually, which costs are similar to the current operating costs of the two
existing Facilities.

The Lense and the Ground Lease were approved by the respective governing bodies of the Tri-County
Technical College on December 1, 2015, and the Foundation on October 9, 2015, and JBRC on January
20, 2016. The Commission on Higher Education (“*CHE") approved the Project on August 21, 2015 and
we have been informed by the College that leasing arrangement does not require additional CHE
consideration.

4, What is SFAA asked to do? Approve the thirty-yeur Ground Lease from the Commission to the
Foundation and related easements and approve the thirty-year Lease from the Foundation to the
Commission.

5. What is reccommendatlon of the Division of General Services? Recommend approval of 1he
proposed thirty-year Ground Lease from the Commission to the Foundation and related ensements
und approve the proposed thirty-year Lease from the Foundation to the Commission,

6, List of Supporting Documents:

Request Letter from Tri-County Technical College

Request Letier from Counsel

Survey for Tr-County Technical College Student Success Center

SC Code of Laws Sections 1-11-55; 1-11-36; 10-1-130; and 59-53-250
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Shawn Lavery DeJames, Assistant Director
Division of General Services, Office of Administration 1/14/2016

Dear Ms. DeJames:

| write to follow up on Michael Kozlarek’s letter of January 13, 2016, to Delbert H. Singleton, Jr.,
copied to you. As he noted in his letter, he serves as bond counsel and borrower’s counse! in connection
with the issuance by the South Carolina lobs-Economic Development Authority (*JEDA”) of its Education
Facilities Revenue Bonds on behalf of TCTC Foundation, LLC {“Foundation”) in an amount not exceeding
527,920,000 ("Bonds"”}. As he described, the Foundation, JEDA and South State Bank, as purchaser of the
Bonds, will enter into a financing arrangement (“Financing”} pursuant to which the Foundation will use
the proceeds of the Bonds to defray the costs of certain capital projects located at Tri-County Technical
College’s {“College”) Pendleton Campus ("Projects”} located at 7900 US Righway 76, Pendleton, South
Carolina 29670, which |s operated by the Tri-County Technical College Commission {"Commission”), the
governing body of the Tri-County Technical College District, all according to South Carolina Code
Annotated sections 59-53-210, et seq. The Projects were approved by the Budget and Contral Board in
2015. The Bonds and the Financing were approved by the State Fiscal Accountability Authority's
{(“Autharity”) during the October 27, 2015, meeting. The Project’s scope, projected expenditures, and
sources of funds were previously approved by the Commission on Higher Education {"CHE"} and the
loint Band Review Committee {“JBRC").

In connection with the Bonds and to facilitate the Financing and the construction of the Projects, the
Commission and the Foundation desire to enter into certain leases between the Commission and the
Foundation, as more particularly described herein. The leases have been approved by the respective
governing bodies of the Commission and the Foundation. Michael submitted the leases described below
to the Authority for consideration and approval at the Authority's January 26, 2016, meeting, We
anticipate the leasing arrangement to be considered and approved by JBRC on January 20, 2016. We are
informed from CHE staff, because of the Project’s prior CHE approval, the leasing arrangement does not
require additional CHE consideration.

Base Leas nveyance Agreement

To facilitate the completion of the Projects, the Commission will enter into a Base Lease and
Conveyance Agreement, which Michael attached to his letter, with the Foundation. Pursuant to the
terms of the Base Lease, the Commission will lease certain land located at the Pendleton Campus and
convey any existing improvements on the land to the Foundation, The Base Lease will allow the
construction and renovation the Projects for the benefit of and use by the Commission. The term of the
Base Lease extends through the maturity of the Bonds and the Financing.

Lease Agreement

Following completion of the Projects, the Foundation will lease the Projects to the Commission for
pursuant to a Lease Agreement, which Michael attached to his letter. Pursuant to the terms of the

PPAB 3056113v1



Lease, the Commission will pay Base Rent, as defined in the Lease, to the Foundation annually, and the
Foundation will lease the Premises exclusively to the Commission for use as part of the College. The
term of the Lease extends through the maturity of the Bonds and the Financing. The Foundation will use
the Base Rent to repay the Financing,

The above-described leases are an integral part of the plan of finance to be undertaken between the
Commission and the Foundation for the purpose of defraying the costs of constructing the Projects for
the benefit of and use by the Commission. The Commission and the Foundation have previously used a
similar lease structure in connection with a financing for certain capital improvements made by the
Foundation at the Anderson Campus in 2005.

Please do not hesitate to contact me with any questions you may have or if you should need
additional information.

Kind regards,
Danled T, Cocpex
Daniel T. Coaper, Director

Government Relations & Economic Development
Tri-County Technical College

PPADB 30561 13v1
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Parker Poe

Michael E. Kozlarek Charlasion, SC
Partner Charlotia, NC
Bar Admhasions; SC, NC, GA, VA Columbla, SC
Telephone: 603.253.8924 Ralaigh, NC
Direct Fox: B03,255.8017 Sparanburg, SC
michaekozlarek{@parkempoe.com

January 13, 2016

Via O ERT{@SFAA.SC.GOV.

Delbert H. Singleton, Jr.

Ass|stant Executive Director and Authority Secretary
SC State Fiscal Accountability Authority

1200 Senate Strest, Suite 600

Columbia, South Carolina 28201

Re: Leases/TCTC Foundation, LLC and Tri-County Technical Colfege Commission

Dear Delbert,

We serves as bond counsel and borrower's counsel in connection with the issuance by the
South Carolina Jobs-Economic Development Authority (*JEDA") of its Education Facilities
Reverue Bonds on behalf of TCTC Foundation, LLC ("Foundation®} in an amount not exceeding
$27,920,000 ("Bonds"). The Foundation, JEDA and South State Bank, as purchaser of the
Bonds, will enter into & financing arrangement (‘Financing”) pursuant to which the Foundation
will use the proceeds of the Bonds to defray the costs of certain capital projects [ocated at Tri-
County Technical College’s (“Coliege”) Pendleton Campus {‘Projects”) located at 7900 US
Highway 78, Pendleton, South Carolina 29670, which is operated by the Tr-County Technical
College Commigsion ("Commission”}, the goveming bady of the Tri-County Technical College
District, all according to South Carolina Code Annotated sections 59-53-210, ef seq.

We understand from the College’s staff that the Projects were approved by the Budgst and
Control Board in 2015. The Bonds and the Financing were approved by the State Fiscal
Accountability Authority’s ("Autherity”) during the October 27, 2015, meeting. We understand
from the Collega’s staff that the Project's scope, projected expenditures, and sources of funds
were previously epproved by the Commiasion on Higher Education (*“CHE") and the Joint Bond
Review Committee ("JBRC"). The Bonds and the Financing are schaduled to ciose on February
2, 2018.

In connection with the Bonds and to facilitate the Financing and the construction of the
Projecta, the Commission and the Foundation desire to enter into certain leases between the
Commission and the Foundalion, as more particularly described herein. The jeases have bsen
approved by the respective goveming bodies of the Commission and the Foundation. Attached
to this letter are the most current version of the draft leases, which are described below in more
detail. As previously requested, please include this iten for consideration and epproval on the
Authority's January 28, 2018, meeting agenda. We anticipate the leasing arrangement to be
considered and approved by JBRC on January 20, 2016. We understand from the College's

Parker Foe Adams & BernsteintLr  Altorneys and Counselors at Law 1201 Maln Street  Suite 1450 Columbia, 5C 29203
£ 803.255.9000 FB03.255.8M7 www.parkerpoe.com
















































































































Code 1976 § 1-11-55

§ 1-11-55. Leasing of real property for governmental bodies.

(1) “Governmenlal body” means a siale government depaniment, commission, council, board, bureuu,
committee, institution, college, universily, technical school, agency, government corporation, or other
establishment or official of the executive branch of this State. Governmental body excludes the Generul
Assembly, Legislative Council, the Legislative Services Agency, the judicial department and all local
political subdivisions such as counties, municipalities, school districts, or public service or special
purpose districts,

(2) The Division of General Services of the Depariment of Administration is hereby designated as the
single centrul broker for the leasing of real propenty for governmental bodies, No governmental body shall
enler into any lense agreement or renew any existing lease except in accordance with the provisions of
this section. However, a technical college, with the approval by the Stale Board for Technical and
Comprehensive Education, und a public institution of higher lcaming, may enter into any lease agreement
or renew any lease agreement up to one hundred thousand dollars annually for each property or fucility.

(3) When any governmental body needs to acquire real property for its operations or any par thereofl and
state-owned property is not available, it shull notify the Division of General Services of its requirerment on
rental request forms prepared by the division, Such forms shall indicate the amount and location of space
desired, the purpose for which it shall be used, the proposed dule of occupuncy and such other
information 43 General Services may requirc. Upon receipt of any such request, Generul Services shafl
conduct an investigation of availuble rental space which would adequately meet the governmental body's
requirements, including specific Jocations which may be suggested and preferred by the governmental
body concerned. When suitable space has been located which the governmental body and thc division
ugree meets necessary requirements and standards for state leasing as prescribed in procedures of the
department as provided for in subsection (5) of this scction, General Scrvices shall give its writlen
approval to the governmental body to enter into a lease agreement. All proposed leise rencwals shall be
submilted to General Services by the time specified by General Services.

(4} The department shall adopt procedures 1o be used for governmental bodies (o apply for rental space,
for acquiring leased space, und for leasing staie-pwned space to nonstate lessees,

{5) Any panicipant in & properly lransaction proposed to be entered who maintuins thalt a procedure
provided for in this section has not been properly followed, may request review of the transaction by the
Director of the Division of General Services of the Department of Administration or his designee.

Credits

HISTORY: 1997 Act No. 153, § 2; 2002 Act No. 333, § |; 2002 Act No. 356, § 1, Pt VL.P(1); 2011 Act
No. 74, Pt V], § 13, eff Augusi 1, 2011 2013 Act No. 31, § 1, eff May 21, 2013; 2014 Act No. 121
(822),m V, § 7.A, eff July |, 2015, .



Code 1976 § 1-11-56

§ 1-11-56. Program to manage leasing; procedures.
(A) The Division of General Services of the Depariment of Administrution, in an eflfort 1o ensure that
funds authorized and appropriated for rent arc used in the most efficient manner, is directed to develop a
program to manage the leasing of alf public and private space of a governmental body. The department
must submil regulations for the implementation of this section (o the General Assembly as provided in the
Administrative Procedures Act, Chapter 23, Title 1. The department’s regulations, upon General
Assembly approval, shall include procedures for:
(1} assessing and evalualing agency needs, including the anthority to require agency justification for any
request Lo feasc public or privale space;
(2) establishing standards for the quality and quaniity of space 1o be lensed by a requesting agency;
(3) devising und requiring the use of a standard lease form {approved by the Attomey General} with
provisions which assert and protect the state's prerogatives including, but not limited Lo, u right of
cancellation in the event of:
(a) a nonuppropriation for the renting agency;
(b) a dissolution of the ageacy; and
(c) the availability of public space in substilution for private space being leased by the agency;
{4) rejecting an agency's rcquest for additional space or space at a specific location, or both;
(5) direcling agencies to be located in pablic space, when available, before private space can be leased;
(6) requiring the agency (o submit 2 multiyear financtal plan for review by the department with copies
semt lo Ways and Meuns Committec and Senate Finance Committee, before uny new lease lor spacc is
enlered into; and
(7) requiring prior review by the Joint Bond Review Committee and the requirement of State Fiscal
Accountability Authorily approval before the adoption of any new or renewal lease that commits more
than two hundred thousand dollars annuzlly in rental or leuse payments or more than one million dollars
in such payments in a five-year period.
(B} Leases or renta! agreements involving amounts below the thresholds provided in subsection (A)(7)
may be executed by the Departiment ol Administration without this prior review by the Joint Bond
Review Commitiee and approval by the State Fiscal Accountobility Authority.
(C) The threshold requirements requiring review by the Joint Bond Review Committee and approval by
the State Fiscul Accountability Authorily us contained in subsection (A)7) also apply o leases or rental
agreements with nonstate entilies whether or not the state ot its agencies or departments is the Jessee or
lessor,

Credits
HISTORY: 1997 Act No. 153, § 2; 2014 Act No. 121 (8.22), PLV, § 7.B, eff July 1, 2015,



Code 1976 §10-1-130
§ 10-1-130. Grani of casements and rights of way.

The trustees or governing bodies of stute instilulions und agencies may grant casements and rights of way
over any properly under their control, upon the recommendation of the Department of Administration and
approval of the State Fiscal Accountability Authority, whenever il appears that such ensements do not
materially impair the utility of the propeny or damage it and, when a consideration is paid thercfor, any
amoants must be placed in the State Treasury (o the credit of the institution or agency having control of
the propeny involved,

Credits

HISTORY: 1962 Code § 1-49.3; 1963 (53) 177; 2014 Act No. 121 (§.22}) Pt V. § 7.K. eff July 1, 2015.
COPYRIGHT (C) 2016 BY THE STATE OF SOUTH CARGLINA

Code 1976 § 10-1-130, SC ST § 10-1-130

Current through End of 2015 Reg. Sess.



Code 1976 § 59-53-250

£59-53-250. Cost of operation and maintenance of center,

All expenses of original cost and cost of operation and maintenance of the center, and expenses of the
Commission, shall be bome by the three counties as follows: Anderson County, fifty per cent; Oconee
County, twenty-five per cent; and Pickens County, twenty-five per cent.

Credils

HISTORY: 1962 Code § 21-705.4; 1962 (52) 2210,



STATE FISCAL ACCOUNTABILITY AUTHORITY REGULAR SESSION
MEETING OF January 26, 2016 ITEM NUMBER 4

AGENCY: Department of Administration, Division of General Services

SUBJECT: Workers’ Compensation Commission Lease for Space at 1333 Main Street,
Columbia

The Workers’ Compensation Commission (“WCC”) requests approval to continue to lease space
at 1333 Main Street, Columbia, SC from Vista Investments, LLC located at 1333 Main Street.
The WCC will lease 22,719 rentable square feet (RSF), which is a reduction of 6,244 RSF from
their previous lease, Continuing to lease this space will eliminate any downtime or relocation
costs.

A solicitation was conducted, listing the requirement on SC Business Opportunities network, as
well as sending requests for proposals to 390 commercial property owners and agents and all
state agencies, and only two (2) responses were received, of which the selected location
represents the least costly bid over the term. The term of the lease will be slightly more than six
(6) years beginning on February 1, 2016 after approved by the State Fiscal Accountability
Authority, which allows the WCC to begin receiving the benefit of the savings from reducing its
square footage prior to the end of the term of the current lease. This reduction in square footage
for this partial year represents a savings of approximately $16,390 for the remainder of the
previous lease term and over the entire term of the new lease represents a savings of $662,644.18
compared to the previous lease, Rent for the partial year will be charged at a rate of $15.75 per
rentable square foot with an annual escalation of base rent of approximately $.40 per RSF, This
is a gross lease. The WCC will pay as additional rent its pro rata share of increases in building
operating cost above the base year ending March 31, 2018, The pro rata share of building
operating cost increases will be capped at 3% per year over the previous year, a savings
compared to the previous lease, which was capped at 4% per year. Assuming operating expense
increases at three percent per year, the maximum rent over the term of the lease is as follows:

MAXIMUM
PERIOD: ANNUAL MONTHLY | OPERATING
TERM FROM-TO RENT/RSF RENT RENT COST

Partial 2/1/2016 -

Year 3/31/2016 $15.75 $59.,637.88 $29,818.69 0
4/1/2016 -

YEAR 1 3/31/2017 $16.25 | $369,183.72 $30,765.31 0
4/1/2017 -

YEAR 2 3/31/2018 $16.65 | $378,271.32 $31.522,61 0
4/1/2018 —

YEAR 3 3/312019 $17.05 | $387.358.92 $32.279.91 $4.,600.60
4/1/2019 —

YEAR 4 3/31/2020 $17.45 | $396,446.52 $33.037.21 $4,738.62
4/1/2020 —

YEAR 5 3/31/2021 $17.85 | 8405.534.12 $33.794.51 $4.880.78

4/1/2021 —
YEAR 6 | 3/31/2022 $18.25 | $414,621.72 $34,551.81 $5,027.20




STATE FISCAL ACCOUNTABILITY AUTHORITY ~ REGULAR SESSION
MEETING OF January 26, 2016 ITEM NUMBER __ 4 Page?

AGENCY:  Department of Administration, Division of General Services

SUBJECT:  Workers’ Compensation Commission Lease for Space at 1333 Main Street,
Columbia

Below are tables representing rates paid by some state agencies in the Columbia area.
Additionally, the Colliers International 2015 Third Quarter Market Report indicates an average
commercial lease rate per square foot of $19.58 in the Columbia central business district and
$14.82 in the suburban market area.

Lease Rate/SF
Agency Address Term
Education Lottery 1333 Main St. Suite 400| 8/1/2014 — $15.95
7/31/2021
Lieutenant Governor’s 1301 Gervais St. Suite 7/172015 ~ $14.95
Office 350 6/30/2020
Department of Insurance 1201 Main Street, Suite | 3/1/2014 - $15.50
1000 2/28/2021

Lease payments will be made from revenue primarily from fines and hearing fees. Landlord is
offering 55 requested parking spaces (46 garage and 9 surface) at a cost to the WCC of §25 per
parking space per month, The normal rate for the offered parking spaces is between $45-65 for
garage parking spaces and $105 per for surface parking spaces. At Landlord’s cost, Landlord will
make renovations to the premises in accordance with construction drawings as agreed to by
WCC. There are adequate funds for the lease according to a Budget Approval Form and
multi-year plan submitted by WCC.

The lease was approved by Gary M. Cannon, Executive Director of WCC. This lease was
approved by JBRC on December 8, 2015,

AUTHORITY ACTION REQUESTED:

As recommended by the Department of Administration, Division of General Services, approve
the proposed multi-year lease at 1333 Main Street, Columbia, for Workers’ Compensation
Commission.

ATTACHMENTS:

Agenda item worksheet; Request letters from WCC, SC Code of Laws Section 1-11-55 and 1-11-
56
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WORKSHEET

REGULAR AGENDA

M

Nolan L. Wiggins. Ir.,

Meeting Scheduled for: January 26, 2016

1. Submitted by:
(2) Agency: Depariment of Administration,
Division of General Services
(b Authorized Official Signature:

2. Subject: The Workers Compensation Commission Lease for Space at 1333 Main Street Columbia,
5C

3. Summary Background Information:

The Workers Compensation Commission (“WCC") requests approval to continue to Jease space at 1333
Main Street, Columbia, SC from Vista Investments, LLC located at 1333 Main Street. The WCC will
lease 22,719 rentable square feet (RSF), which is a reduction of 6,244 RSF from their previous lease,
Continuing to lease this space will eliminate any downtime or relocation costs.

A solicitation was conducied, listing the requirement on SC Business Opponunities network, as well as
sending requests for proposals lo 390 commercial propeny owners and agents and all state agencies, and
only two (2) responses were received, of which the selected location represents the least costly bid aver
the term.  The term of the lease will be slightly more than six {6) years beginning on February 1, 2016
after approved by the State Fiscal Accountability Authority, which allows the WCC 1o begin receiving the
benefit of the savings from reducing its square foolage prior to the end of the term of the current lease.
This reduction in square footage for this purtial year represents u savings of approximately $16,390 for
the remainder of the previous lease term and over the entire lerm of the new lease represents u savings of
$662,644.18 compared to the previous lease. Rent for the pantial year will be charged at a rate of $15.75
per rentable square foot with an unnual escalation of base rent of approximately $.40 per RSF. This is a
gross lease. The WCC will pay as additional rent its pro rata share of increases in building operating cost
above the base ycar ending March 31, 2018. The pro rata shure of building operating cost increases will
be capped at 3% per year over the previous year, a savings compared to the previous lease, which was
capped at 4% per year. Assuming operating expense increases at three percent per year, the maximum
renl aver the term of the lease is as follows:

MAXIMUM
PERIOD: ANNUAL | MONTHLY | OPERATING
TERM FROM-TO | RENT/RSF RENT RENT COST

Partial 21142016 -

Year 3/31/2016 §15.75 $59,637.88 $29,818.69 0
4/1/2016 -

YEAR | 3/3172017 $16.25 | $369,183.72 $30,765.31 0
4/112017 -

YEAR 2 3/31/2018 $16.65 [ $378.271.32 $31.522.61 4]
4/1/2018 -

YEAR 3 3/3172019 $17.05 | $387,358.92 $32,279.91 $4.600.60




4/112019 -
YEAR 4 3/31/2020 $17.45 | $396.446.52 $33,037.21 $4,738.62
4/1/2020 -
YEAR S 3/31/2021 $17.85 | 5$405,534.12 $33,794.51 $4,880.78
412021 -
YEARG6 | 3/31/2022 81825 | $414,621.72 $34,551.81 $5,027.20

Below are tubles representing rates paid by some state agencies in the Columbii arei. Additionally, the
Colliers Intemational 2015 Third Quarter Market Report indicates an avernge commercial lease rate per
square foot of $19.58 in the Columbia central business district and $14.82 in the suburban market area,

Lease Rate/SF
Agency Address Term
Education Lottery 1333 Main St. Suite 400 8/1/2014 - $15.95
713112021

Lieutenant Governor's 1301 Gervais St. Suite 7/1/2015 - $14.95

Office 350 6/30/2020
Department of Insuranced 1201 Main Street, Suite | 3/1/2014 ~ $15.50

1000 2/28/2021

Lease payments will be made from revenue primarily from lines and hearing fees. Landlord is olfering 53
requesicd parking spaces (46 garage and 9 surface) at o cost lo the WCC of $25 per parking space per
month. The nornal rate for the offered parking spaces is between $45-65 lor garage parking spaces and
$105 per for surfuce parking spaces. At Landiord's cost, Lundlord will make renovations to the premises
in accordunce with construction drawings as agreed to by WCC. There are adequate funds (or the lease
according to u Budget Approval Form and mwlti-year plan submitted by WCC.

The lease was approved by Gary M. Cannon, Executive Director of WCC, This lease was approved by
JBRC on December 8, 2015,

4, What is SFAA asked to do? Approve the proposed multi year lease at 1333 Main Street Columbia,
SC to Workers Compensation Commission

8. What is reccommendation of the Division of General Services? Recommend approval of the
proposed mulli year lease at 1333 Main Street Columbia, SC to Workers Compensation Commission

6. List of Supporting Documents:
s Request Letters from WCC
e  SC Code of Laws Section 1-11-55 and |-11-56



State of South Carolina

TEL: (803) 737-5700
WWW.\II'CCGC.BDV

1333 Maip Strcet, 5% Floor
P.O. Box 1713
Columbia, §.C. 29202-1715

Workers’ Compensation Commission

November 17, 2015

Ms. Shawn L. Delames

Assistant Director, Division of General Services
Department of Administration

1200 Senate Street, Suite 408

Columbia, SC 29201

Dear Ms, Delames:

The Office of General Scrvices solicited lease proposals for lease of office space of 18,000 1o
22,500 square feet for the SC Workers™ Compensation Commission {Commission). The two
proposals received on October 9, 2015 were from CB Richard Ellis (CBRE) for reduced space at
the current focation, 1333 Main Street. Columbia, SC, and M. Burgess Mills und Associates for
property located ut 1777 Saint Julian Place, Columbia SC.

After a thorough review of the propasals, the Commission requests (o lease the space offered
by our currenl fandiord, CBRE, 22,719 sguure feet for a seven year period.

This requesi is based on the following factors:

= CBRE submitted ¢ proposal for the amount of space needed by the Commission, 19,660
s¢). [t This is less than the current 28,000 sg. fi. of space we currently lease. The necd for
the reduced space is a result of the Commission’s improvements in business operations,

= Remaining at the current focation will allow us to continue serving our stakeholders.
Relocating will require closing the office during the move. Staff productivity will be
impacted.

= The onc-time cost for moving and purchasing oftice furniture is estimated at
$230.000. This was not anticipated nor budgeted for this Fiscal Year,
The present location is easily accessible 1o 1-26 and 1-20 and other major highways
entering and leaving Columbia. Our stakeholders are satisfted with the ease and
accessibility to our offices for Comimnissioner Hearings, Appellate Hearings and other
public meetings conducted by the Commission.

* The curvent location provides 24/7 security for the building. The annual cost for
providing the same level of security at the new location will exceed $150,000 annually.

= The existing location is within tbree (3) blocks of the Statehouse. The proposed new



Ms. Shawn L. DeJames
November 17, 2017
Page 2

location is several miles from the Statehouse complex. This location is preferable due to
the proximity of the General Assembly and other State agencies with which the
Commission has regular interaction.

Therefore, given the uforementioned rcasons, we are requesting that the Commission be
granted permission to remain al its present location, 1333 Main Street, Columbia, SC., and enter
into 4 six year and three and 1/2 months lease for the reduced office space and that Division of
General Services present this request to IBRC and the SFAA,

Thank you for your assistance in this process and consideration of our request.
Sincerely,

Gary Z/I Cannon
Exccutive Dircclor



State of South Carolina

TEL: (803)737-5700
WWW.WCC.5C.FOV

1333 Main Street, §" Floor
P.O. Box 1715
Columbia, 5.C. 29202-1713

Workers’ Compensation Commission
January 8, 2016

Ms. Shawn Lavery DeJames

Deputy Director

Department of Administration, Division of General Services
1200 Senate Street, Suite 408

Columbia, SC 29201

RE: SC Workers’ Compensation Commission Lease Renewal
Dear Ms. DeJames:

The SC Workers’ Compensation Commission (Commission) has pending before State Fiscal
Accountability Authority (SFAA) a request to renew a lease agrecment for office space at its
current location'. The request was on the agenda for the SFAA’s meeting on December 15;
however, the matter was carried over until January in order to obtain additional information with
regard to the justification of leasing property downtown.

The Commission” currently leases 28,000 square feet from Vista Investments, LLC represented
by CB Richard Ellis (CBRE) at 1333 Main Street, Columbia, SC. The term of the lease expires
March 31, 2016. In anticipation of the expiration of the lease, the Division of General Services
initiated the process to solicit proposals for office spacc for the Commission in August 2015, In
Seplember 2015, the Division of General Services solicited proposals for the lease ot 18,000 to
22,500 square feet office space in Richland County. In addition to being listed on SC Business
Opportunities network, requests for proposals were sent to 390 commercial property owners and
agents via email and US Postal Scrvice and all state agencies.

' In 2009, the Comniission relocated to its current location at 1333 Main Street from 1620 Marion Street, Columnbia,
SC. Since that relocation, the Commission has continued to improve the eificiency of the operations and realigned
business processes and functions resulting in the reduction of the numher of approved positions from 75 to 64 and
the reduction of required office space from 28,000 o 22,000 square feel.

% The Commisston currently hus 54 active FI'Es and 2 part time temporary employces.

? The Commission submitted the Request for Space Form pursuant to the 5.C. Code Ann. sections §1-11-55 and §1-
11-36,



Shawn Lavery Delames
January 8, 2016
Page 2

Only two proposals were received. CBRE submitted a proposal to renew the lease for space at
the Commission’s current Jocation, 1333 Main Street, Columbia, SC and M. Burgess Mills and
Associates submittced a proposal for property located at 1777 Saint Julian Placc, Columbia, SC.
After reviewing the proposals, the Department ol Administration recommecnded approval of the
proposal submiited by CBRE for 22,719 square feet at the Commission’s current location, 1333
Main Street, for a period of 6 years and 4 months as the least costly bid. The Joint Bond
Review Committee approved the proposal on December 8, 2015.

At the SFAA meeting on December 15 Treasurer Loftis requested the SFAA carry the matter
over until additional information could be provided justifying leasing the office space in the
central business district of the City of Columbia.

While, the RFP indicated a preference that the leased space be ... with-in a threc block radius
of the Capitol Complex...” this was not a mandatory requircment. The Commission’s
preference was suggested for many reasons. The Commission’s core base of stakeholders and
attorneys are located in the downtown area. The Commission’s current downtown location is
on a major bus route, one block from the bus stop with handicap parking available adjacent to
the building. Additionally, the Commission desires to remain at its curcent location because of
the financial implications for relocating, the ease of access to [-20 and 1-26, ample parking for
stakcholders, and less disruption to the busincss operations for not closing during the
relocation. The Commission would have considered and in fact did consider other locations.
No proposals were rcceived from suburban locations. In considering all factors, including but
not limited to costs of relocating® and security’, reniaining at the Commission’s current
location was considered more cost cffective.

I trust this information will assist you in the consideration of our request. I stand ready to
respond to any questions members of the SFAA may have.

,42 M G

Gury M, Cannon
Executive Direclor

* Estimated to cost $255,365 to acquire furniture {furniture was included in current lease} and relocation expenses,
* The current location provides 24/7 security for the building, the cost of which is inctuded in the lease. The annual
cost for providing the same level of security at the new location will exceed $150,000 annually



SC Code of Luws Section 1-11-55, efTective July [, 2015.

{1) “Governmenial body™ means a slate government deparimeni, cominission, council, board, bureau,
commitlee, instilution, college, university, technical school, agency, government corporation, or other
estublishment or official of the executive branch of this Stute, Governmental body excludes the Generul
Assembly, Legislative Council, the Legislative Services Agency, the judicial department and all local
political subdivisions such as counties, municipalities, school districts, or public service or special
purpose districts.

(2) The Division of General Services of the Departinent of Administration is hereby designated as the
single central broker for the leasing of real property for governmental bodies. No governmental body shall
enter into any lease agreement or renew any existing Jease except in accordance with the provisions of
this section. However, a technical college, with the upproval by the Stute Board for Technical and
Comprehensive Education, and o public institution of higher learning, may enter into any lease agreement
or renew any lease agreement up to one hundred thousand dollars annually for each property or fucility.
{3} When any governmental body needs 1o acquire real property for ils operations or any pan thereof and
state-owned property is not availuble, it shall notify the Division of General Services of its requircment on
rental request forms prepared by the division. Such forms shall indicate the amount and Jocation of space
desired, the purpose for which it shall be used, the proposed date of occupuancy and such other
information a5 General Services may require. Upon receipt of any such request, Gencral Services shall
conduct an investigation of available rental space which would adequately meet the governmental body's
requirements, including specific locations which may be suggesied and preferred by the governmental
body concerned. When suitable space has been located which the governmental body and the division
agree meets necessary requirements and standards for slate leasing as prescribed in procedures of the
depuriment as provided for in subscction (5) of this section, General Services shall give its writien
approval to the governmental body to enter into a lease agreement. All proposed lease renewils shall be
submitted to General Services by the time specified by General Services.

(4) The depaniment shall adopt procedures 1o be used for governmental bodies to apply for rental space,
for acquiring leased space, and lor leasing statc-owned spuce 1o nonslate lessees.

(5) Any participant in & property transaclion proposed to be entered who maintains that a procedure
provided for in this scction has not been properly foltowed, may request review of the transaction by the
Director of the Division of General Services of the Department of Administration or his designee.

Credits

HISTORY: 1997 Act No. 153, § 2; 2002 Act No. 333, § |; 2002 Act No. 356, § |, PL VLI.P(I); 2001 Act
No, 74, Pt VI, § 13, eff Aagust 1, 2011; 2013 Act No, 31, § 1, eff May 21, 2013; 2014 Act No. 121
(8.22), Pt V, § 7.A, elf July 1, 2015,



SC Code of Laws Seclion 1-11-56, cffective July 1, 2015.
(A) The Division ol General Services of the Depuriment of Administration, in on effort to ensure that
funds authorized and appropriated for rent are used in the most efficient manner, is directed to develop a
program to manage the leasing of ail public and private space of a governmental body, The depariment
must submit regulations for the implementation of this section 1o the General Assembly as provided in the
Administrutive Procedures Act, Chapter 23, Title 1. The department’s regulations, upon General
Assembly approval, shall include procedures for:
(1) nssessing und cvaluating agency needs, including the authority to require agency justification for any
request to lease public or privale spuce;
{2) establishing stundards for the quality and quentity of space (o be leased by a requesting agency;
(3) devising and requiring he use of a standard lease form (approved by the Atlorney General) with
provisions which assert and protect the state's prerogatives including, but not limited to, a right of
cancellstion in the event of;
(a) a nonappropriation for the renting agency;
{b) u dissolution of the agency; and
(c) the availubility of public space in substitution for private space being leased by the agency;
(4) rejecting an agency's request for additional space or space at a specific location, or both;
(5) directing agencics to be located in public space, when availeble, before private space can be leased;
(6) requiring the agency (0 submit a multiyear financial plen for review by the depariment with copies
sent 1o Ways and Means Commitiee and Scnale Finance Committee, before any new lease for space is
entered inlo; and
(7) requiring prior review by the Jaint Bond Review Commillee and the requirement of State Fiscal
Accountability Authority approval before the adoption of any new or renewal lease that conimits more
than two hundred thousand dollars annually in rental or lease payments or more than one million dollars
in such payments in a live-year period.
{B) Leases or rental agreements involving amounts below the thresholds provided in subseetion (A7)
may be executed by the Department of Administration without this prior review by the Joint Bond
Review Commiltee and approval by the State Fiscal Accountability Authority.
(C) The threshold requirements requiring review by the Joint Bond Review Committee and approval by
the State Fiscal Aceountability Authorily as contained in subscction (AX7) also apply Lo feases or rental
agreements with nonstate entitics whether or not the state or its agencies or depariments is the lessec or
lessor,

Credits
HISTORY: 1997 Act No. 153, § 2; 2014 Act No. 121 (5.22), PL V, § 7.B, eff July 1, 2015,



STATE FISCAL ACCOUNTABILITY AUTHORITY REGULAR SESSION
MEETING OF January 26, 2016 ITEM NUMBER 5

AGENCY:  State Fiscal Accountability Authority

SUBJECT:  Future Meeting

The next regular meeting of the State Fiscal Accountability Authority will be held at 9:30 a.m. on
Tuesday, March 1, 2016, in Room 252, Edgar A. Brown Building,

State Fiscal Accountability Authority Meetings Remaining in 2016

Tuesday, June 7
Tuesday, August 9
Tuesday, September 20
Tuesday, November 1
Tuesday, December 13

AUTHORITY ACTION REQUESTED:

Agree to meet at 9:30 a.m, on Tuesday, March 1, 2016, in Room 252, Edgar A. Brown Building.

ATTACHMENTS:






