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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING


December 12, 2006             10:00 A. M.
The Budget and Control Board (Board) met at 10:00 a.m. on Tuesday, December 12, 2006, in the Governor's conference room in the Wade Hampton Office Building, with the following members in attendance:

Governor Mark Sanford, Chairman;

Mr. Grady L. Patterson, Jr., State Treasurer and Vice-Chairman;

Comptroller General Richard Eckstrom;
Senator Hugh K. Leatherman, Sr., Chairman, Senate Finance Committee; and

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


Also attending were Budget and Control Board Executive Director Frank Fusco, Acting Chief of Staff William E. Gunn and Division Director Rich Roberson; General Counsel Edwin E. Evans; Governor’s Chief of Staff and Chief Legal Counsel Henry White; Deputy State Treasurer Frank Rainwater; Comptroller General’s Chief of Staff Nathan Kaminski, Jr.; Senate Finance Committee Budget Director Mike Shealy; Ways and Means Committee Chief of Staff Beverly Smith; Board Secretary Delbert H. Singleton, Jr., and other Budget and Control Board staff.  [Secretary’s Note:  The Board met immediately following meetings of the Education Assistance Authority and the State Educational Facilities Authority for Private, Nonprofit Institutions of Higher Learning, the members of which are the Budget and Control Board members, ex officio.]  

Adoption of Agenda for Budget and Control Board
Upon a motion Mr. Cooper, seconded by Mr. Eckstrom, the Board adopted the Budget and Control Board agenda after amending the agenda to withdraw blue agenda item #6(b) concerning a real property conveyance for ETV and to add the adoption of a resolution honoring State Treasurer Grady L. Patterson, Jr.
Minutes of Previous Meeting


Upon a motion by Mr. Patterson, seconded by Mr. Eckstrom, the Board approved the minutes of the November 14, 2006, Budget and Control Board meeting; and, acting as the Educational Facilities Authority for Private, Nonprofit Institutions of Higher Learning, approved the minutes of the November 14, 2006, Authority meeting.
Budget and Control Board:  Resolution for Grady L. Patterson, Jr.
After the adoption of the agenda, Board members were presented with a resolution for their consideration recognizing Mr. Patterson for his many years of service as State Treasurer.  The resolution for Patterson read as follows:

R E S O L U T I O N

OF THE

SOUTH CAROLINA BUDGET AND CONTROL BOARD
WHEREAS, Grady L. Patterson, Jr., attended Clemson University and received his undergraduate and Juris Doctor degrees from the University of South Carolina; and



WHEREAS, he served our country as a fighter pilot in World War II and achieved the rank of Major General in the South Carolina Air National Guard; and

WHEREAS, he served as Assistant Attorney General for eight years before being elected State Treasurer in 1966; and

WHEREAS, he has faithfully discharged his duties as State Treasurer of the State of South Carolina with the utmost integrity for more than 36 years; and

WHEREAS, as State Treasurer he was responsible for many constitutional and legislative provisions, including establishment of reserve funds, an annual debt limit and strengthening of the State Retirement Systems; and

WHEREAS, he has served as President of the National Association of State Auditors, Comptrollers and Treasurers, leading the fight for the preservation of the tax exempt status of state and municipal bonds, appearing before Congress and the United States Supreme Court; and

WHEREAS, he was awarded the South Carolina Association of Counties Distinguished Service Award for his noteworthy contributions to improving county government in South Carolina; and

WHEREAS, he contributed immeasurably to the progress of the State Budget and Control Board and set the standard for leadership and professionalism, earning the unqualified respect of his peers both in the public and private sectors;

NOW, THEREFORE, BE IT RESOLVED that the State Budget and Control Board, acting for itself and on behalf of the people of South Carolina, recognizes, commends, and extends its deep appreciation to State Treasurer Grady L. Patterson, Jr., for his many years of distinguished public service, and, by this means, offers its best wishes for every success in his future endeavors.

FURTHER, the Board directs that a copy of this Resolution be presented to Mr. Patterson and that a copy be retained among the Board’s official records.

Adopted this twelfth day of December, 2006, in Columbia.


Upon a motion by Senator Leatherman, seconded by Mr. Eckstrom, the Board adopted the resolution recognizing, commending, and extending its deep appreciation to State Treasurer Grady L. Patterson, Jr., for his many years of distinguished public service, and offered its best wishes to him for every success in his future endeavors.  
A copy of the resolution has been included as part of the Board’s official records and is identified as Exhibit A.

After receiving a round of applause, Mr. Patterson commented that he has had many opportunities to serve the people of this State and that he has enjoyed every minute of his service.  He said that he has particularly enjoyed his service on the Board.  He stated that this is an outstanding Board and that establishing the Board is one of the best things the legislature has ever done.  He said the Board has made thousands of financial decisions and that by and large all of them have been good.  He said that the structure of the Board has been integral in the decision making process and that rating agencies recognize that the State has a Budget and Control Board.  Mr. Patterson stated that that is one of the great strengths of the system the State has.  He stated that he talks with colleagues all over the country and they state that they would like to have a board like the Budget and Control Board.  He commented that other states are following South Carolina’s lead in establishing boards like the Budget and Control Board.  He concluded by saying that he appreciates all of the help he has been given over the years.

Blue Agenda


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

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

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

CONDUIT ISSUES:
	Description 

of Issue
	Agency/Institution 

(Borrower)
	Borrower’s 

Counsel
	Issuer’s 

Counsel

	$12,500,000 South Carolina State University Housing LLC
	South Carolina Jobs Economic Development Authority
	McNair Law Firm
	Parker Poe

	$11,500,000 Erskine College
	SC Educational Facilities Authority
	Haynsworth Sinkler Boyd
	McNair Law Firm



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

Office of State Budget:  Permanent Improvement Projects (Blue Agenda Item #2)

The Board approved the following permanent improvement project establishment requests and budget revisions which have been reviewed favorably by the Joint Bond Review Committee:  

(a)
Summary 4-2007:  JBRC Item 1.  Clemson University


Project:
9784, Calhoun Courts – Chill Water Lines Replacement/Fire Suppression


Request:
Increase budget to $8,209,000 (add $2,000,000 Other, Housing Improvement funds) to complete the third phase of a three-phase project to tie Clemson’s Calhoun Courts Apartments to the central energy system and add fire suppression systems to the 30 buildings.  Clemson has replaced the chiller and water lines to the buildings, tied into the University’s central energy loop, and added sprinkler systems to each building under the first two phases.  This phase will replace the HVAC units in each apartment and piping in the attics of each building. The apartment complex was constructed in 1980 with its own chilled water system, which has reached the end of its useful life.  The agency reports the total projected cost of this project is $8,209,000 and annual operating cost savings of $35,000 will result in the three years following project completion.  (See Attachment 1 of agenda materials for annual operating cost savings.)

(b)
Summary 4-2007:  JBRC Item 4.  Clemson University


Project:
9872, Sirrine Hall – Fourth Floor HVAC Replacement


Request:
Establish project and budget for $720,000 (Other, Operating Revenue funds) to replace the HVAC system on the fourth floor of Sirrine Hall at Clemson.  The work will include installing new air handlers, piping, ductwork, pumps and associated controls.  The fourth floor is a converted attic with no windows that is used for offices, training and conference space, and computer labs.  The existing system does not provide sufficient capacity to cool the spaces, remove humidity, or provide outside air ventilation.  The agency reports the total projected cost of this project is $720,000 and additional annual operating costs ranging from $15,000 to $18,150 will result in the three years following project completion.  (See Attachment 2 of agenda materials for additional annual operating costs.)

(c)
Summary 4-2007:  JBRC Item 6.  College of Charleston


Project:
9600, McConnell Residence Hall Renovation


Request:
Increase budget to $3,815,000 (add $350,000 Other, Housing Auxiliary funds) to do additional renovations and repairs to the 55,196 square foot McConnell Residence Hall at the College of Charleston.  The College is in the third year of a multi-year plan to upgrade the facility to address deferred maintenance.  This phase will include interior upgrades, elevator repairs and piping replacement to be done in 2007 and A&E fees to evaluate and design work on windows and brick and balcony lintels to be done in 2008.  The agency reports the total projected cost of this project through this phase is $3,815,000 and no additional annual operating costs will result from the project.

(d)
Summary 4-2007:  JBRC Item 7.  College of Charleston


Project:
9625, Historic Houses Interior and Exterior Repairs and Upgrades


Request:
Increase budget to $1,545,000 (add $650,000 Other, Housing Auxiliary funds) to do additional repairs and upgrades to historic houses used as residence halls at the College of Charleston.  The work will vary with each house and will include replacing roofs and gutters, painting, and interior cosmetic renovations.  The upgrades are needed to protect the integrity of the buildings and their systems so they can continue to be used as residential facilities.  The agency reports the total projected cost of this project is $1,545,000 and no additional annual operating costs will result from the project.

(e)
Summary 4-2007:  JBRC Item 12.  Technical and Comprehensive Education


Project:
9981, Central Carolina – Sumter Allied Health Center Acquisition


Request:
Establish project and budget for $20,000 (Other, Transferred Tuition Fee funds) to cover the cost of an environmental study, building condition assessment and other investigative studies required to adequately evaluate property.  Central Carolina Tech is considering accepting the donation of 4.2 acres of land with an approximately 68,800 square foot building in downtown Sumter to redevelop the facility into an Allied Health classroom and lab building.  The agency reports the total projected cost of this project, including renovation of the building if acquired, is $11,172,075 and no additional annual operating costs will result from this request.  

(f)
Summary 4-2007:  JBRC Item 13.  Adjutant General


Project:
9727, State Emergency Operations Logistics Center Acquisition


Request:
Establish project and budget for $50,000 (Appropriated State funds) to cover the cost of an appraisal, environmental study, building condition assessment and other investigative studies required to adequately evaluate property.  The Emergency Management Division is considering the purchase of approximately 100,000 square feet of warehouse space, preferably in the Midlands area, to store emergency commodities for individuals following disasters.  Currently, there is no state storage space to house the commodities and warehouse space will allow for quicker response in the event of an emergency or natural disaster.  The agency reports the total projected cost of this project is $1.8 million and no additional annual operating costs will result from this request.


With regard to blue agenda items#2 (e) and (f), Mr. Eckstrom asked how these two major permanent improvement projects can result in no additional annual operating costs.  He said that one appears to be a new building and the total cost of renovations is given, but there are no additional annual operating costs.  Carol Routh with the Office of State Budget said that both projects are being set up to get preliminary studies before the acquisitions come forward to the Board for approval.  She said that what they are stating is that there will be no additional annual operating costs from the establishment of the projects to get the projects done.  She said that it is anticipated that there will be additional annual operating costs associated with the projects once these acquisitions take place.  She said that information will come back to the Board for approval of the property acquisitions.  


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

Office of State Budget:  Real Property Acquisitions (Blue Agenda Item #3)
The Board approved the following real property acquisitions as recommended by the Office of State Budget:

	(a)
	Agency:
	University of South Carolina - Aiken

	
	Acreage:
	12.94 ± acres

	
	Location:
	Adjacent to the USC-Aiken campus and Robert M. Bell Parkway

	
	County:
	Aiken

	
	Purpose:
	To construct an approximately 300-bed freshman residence hall

	
	Appraised Value:
	N/A

	
	Price/Seller:
	Donation / Aiken County Commission on Higher Education

	
	Source of Funds:
	N/A

	
	Project Number:
	H29-9541

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	No additional annual operating costs are anticipated from the acquisition of the property.  Construction of an approximately 300-bed residence hall is expected to cost approximately $16.5 million and will be funded with revenue bonds. 

	
	Current Year Property Tax:
	None 

	
	Approved By:
	CHE on 8/2/06; JBRC on 12/5/06


	(b)
	Agency:
	Department of Natural Resources

	
	Acreage:
	521.69 ± acres

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

	
	County:
	Lancaster

	
	Purpose:
	To expand the Forty Acre Rock Heritage Preserve to protect the state’s significant natural and cultural resources and provide recreation, education and research opportunities for the public.

	
	Appraised Value:
	$861,000

	
	Price/Seller:
	$751,234 / The Nature Conservancy, Arlington, Virginia

	
	Source of Funds:
	Other, SC Conservation Bank and Heritage Land Trust Funds

	
	Project Number:
	P24-9887

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	Additional annual operating costs are expected to be approximately $2,500 for routine management and maintenance and will be paid from Heritage Land Trust Funds.

	
	Current Year Property Tax:
	$685

	
	Approved By:
	JBRC on 12/5/06


	(c)
	Agency:
	Department of Natural Resources

	
	Acreage:
	2.86 ± acres

	
	Location:
	Adjacent to the Congaree Creek Heritage Preserve in Cayce

	
	County:
	Lexington

	
	Purpose:
	To expand the Congaree Creek Heritage Preserve and protect the state’s significant natural and cultural resources.

	
	Appraised Value:
	N/A

	
	Price/Seller:
	Donation / SCANA  Corporation, Columbia 

	
	Source of Funds:
	N/A

	
	Project Number:
	P24-9894

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	None

	
	Current Year Property Tax:
	None

	
	Approved By:
	JBRC on 12/5/06



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

General Services Division:  Department of Natural Resources Lease (Blue Agenda Item #4)

The Department of Natural Resources (DNR) desired to enter into a lease agreement to permit a subcontractor, Alpha Genesis, Inc., to the United States Government’s Food and Drug Administration (FDA), to continue to operate a facility to husband and maintain nonhuman primates on approximately 400 acres of a 4,489-acre site in Beaufort County that is known as Morgan Island.  DNR acquired the island in 2002, subject to an existing lease to Alpha Genesis’s predecessor corporation which expires on December 31, 2006.  The site is located within the ACE Basin National Estuarine Research Reserve on the upland portion of the island and is only accessible by boat.  There are ample public properties within the region and the adjacent marsh and creek systems will remain available for public recreational activities.    

The lease is for a term of five years, commencing on January 1, 2007, and provides the option for two three-year renewals.  Alpha Genesis, Inc., would be responsible for all utilities, taxes and maintenance of buildings and grounds.  Rent for the first year would be $826,875 with five per cent annual increases thereafter.  The proceeds will be used to supplement DNR initiatives elsewhere in the state and will more than offset the loss of public use of the 400-acre parcel. 

The Board approved the proposed lease between the Department of Natural Resources, Alpha Genesis, Inc., a U. S. Food and Drug Administration subcontractor, of approximately 400 acres on Morgan Island.

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

General Services Division:  Easements (Blue Agenda Item # 5)

The Board approved the following easements in accordance with SC Code of Laws Sections 1-11-80, 1-11-90, 1-11-100 and 10-1-130 as recommended by the General Services Division: 

	(a)
	County Location:
	Hampton County

	
	From:
	Budget and Control Board

	
	To:
	Central Electric Power Cooperative, Inc.

	
	Consideration:
	$2,815.00

	
	Description/Purpose:
	To grant a 0.30 acre easement for the construction, maintenance, alteration and replacement of an overhead electric transmission line across property of the Varnville Fire Tower Site.


	(b)
	County Location:
	Dorchester County

	
	From:
	Budget and Control Board

	
	To:
	North Trident Baptist Church

	
	Consideration:
	$908.00

	
	Description/Purpose:
	To grant a 0.02 acre easement for the installation of a sanitary sewer line across property of DDSN’s Coastal Center.

	(c)
	County Location:
	Charleston County

	
	From:
	Budget and Control Board

	
	To:
	James Island Public Service District

	
	Consideration:
	$700.00

	
	Description/Purpose:
	To grant a .119 acre easement for the installation, operation and maintenance of a 10” force main beneath James Island Creek to accommodate SCDOT roadway improvements (SC 171 Folly Road bridge replacement project).


	(d)
	County Location:
	Charleston County

	
	From:
	Budget and Control Board

	
	To:
	Charleston Water System

	
	Consideration:
	$700.00

	
	Description/Purpose:
	To grant a .079 acre easement for the installation, operation and maintenance of a 14” water line beneath James Island Creek to accommodate SCDOT roadway improvements (SC 171 Folly Road bridge replacement project).


	(e)
	County Location:
	Charleston County

	
	From:
	Budget and Control Board

	
	To:
	BellSouth Telecommunications

	
	Consideration:
	$700.00

	
	Description/Purpose:
	To grant a .119 acre easement for the installation, operation and maintenance of a telecommunications conduit beneath James Island Creek to accommodate SCDOT roadway improvements (SC 171 Folly Road bridge replacement project).


	(f)
	County Location:
	Charleston County

	
	From:
	Budget and Control Board

	
	To:
	South Carolina Electric & Gas Company

	
	Consideration:
	$700.00

	
	Description/Purpose:
	To grant a .038 acre easement for the installation, operation and maintenance of a 6” natural gas distribution line beneath James Island Creek to accommodate SCDOT roadway improvements (SC 171 Folly Road bridge replacement project).


	(g)
	County Location:
	Richland County

	
	From:
	Budget and Control Board

	
	To:
	Time Warner Entertainment Company

	
	Consideration:
	$1.00

	
	Description/Purpose:
	To grant an easement for the purpose of providing internet service to the Lower Richland School Bus Maintenance Shop at the request of the Department of Education.

	(h)
	County Location:
	Richland County

	
	From:
	Budget and Control Board

	
	To:
	Kline Huger, LLC 

	
	Consideration:
	$435,000.00

	
	Description/Purpose:
	To grant an easement for the purpose of providing ingress and egress to the parking lot formerly designated as Williams Street at the Columbia Mills building.



With regard to blue agenda item #5(h) Mr. Eckstrom asked what the area is the State is giving up for the easement.  Mr. Roberson responded that the area is owned by South Carolina Electric and Gas Company (SCE&G) and is being used for parking buses near the State Museum.  He said the State had a lease with SCE&G for the site about 10 years ago, but SCE&G would not renew the lease.  He stated that the State has been in that space at will since that time.  He said that the City of Columbia granted the State the old right-of-way to Williams Street which is adjacent to the parcel.  Mr. Roberson said that the State is giving up three access cuts and access along Williams Street back to the State right-of-way behind the State Museum.

	(i)
	County Location:
	Richland County

	
	From:
	Budget and Control Board

	
	To:
	SCE&G

	
	Consideration:
	$1.00

	
	Description/Purpose:
	To grant an easement for the purpose of providing a 45 foot easement adjacent to SCE&G’s overhead transmission line along the parking lot formerly designated as Williams Street at the Columbia Mills building for maintenance of electric lines. 



Information relating to this matter has been retained in these files and is identified as Exhibit 5.

General Services Division:  Real Property Transactions (Blue Agenda Item #6)
The Board approved the following property conveyances as recommended by the General Services Division [Secretary’s Note: Item (b) was withdrawn from the agenda as noted above]:

	(a)
	Agency:
	Adjutant General

	
	Acreage:
	3.7± acres

	
	Location:
	West Boundary Street, Summerville

	
	County:
	Dorchester

	
	Purpose:
	To transfer unused real property back to the Town of Summerville.

	
	Appraised Value:
	N/A

	
	Price/Purchaser:
	N/A / Town of Summerville

	
	Disposition of Proceeds:
	N/A

	
	Additional Information:
	This is a portion of an 18.3 acre parcel deeded to the State in 1997 in anticipation of receiving the existing armory upon completion of the construction of a replacement armory.  The 3.7 acres is in excess of the acreage needed for a new armory and the Town of Summerville has requested it be transferred back to them for expansion of the Town’s adjacent recreational complex.


	(c)
	Agency:
	Department of Natural Resources

	
	Acreage:
	6.554± acres

	
	Location:
	On Highway 378 at the Great Pee Dee River bridge

	
	County:
	Marion

	
	Purpose:
	To sell property to the Department of Transportation for road improvements and bridge replacement.

	
	Appraised Value:
	$13,200 as of 5-18-06

	
	Price/Purchaser:
	$13,200 / Department of Transportation

	
	Disposition of Proceeds:
	To be divided with agency pursuant to Proviso 63.34.


	(d)
	Agency:
	Department of Natural Resources

	
	Acreage:
	68.475± acres

	
	Location:
	Off Highway 78 near the Barnwell County line

	
	County:
	Aiken

	
	Purpose:
	To dispose of surplus real property

	
	Price/Purchaser:
	Not less than appraised value / To be determined

	
	Disposition of Proceeds:
	To be returned to the Heritage Land Trust Fund.


The Board also approved the following other property transaction as recommended by the General Services Division:

	(e)
	Agency:
	Forestry Commission

	
	Acreage:
	3.39± acres

	
	Location:
	Off Crowe Creek Road

	
	County:
	Pickens

	
	Purpose:
	To receive at no cost a 3.39 acre easement valued at $11,865 for ingress and egress across lands of Grady Abercrombie to state-owned forest lands at Poe Creek State Forest for forest management and law enforcement purposes.



Information relating to this matter has been retained in these files and is identified as Exhibit 6.

Local Government:  Grant Requests (Blue Agenda Item #7)


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

a.
Grantee:


Laurens County/LCWSC

Grant Request:


$56,760 
Purpose/Description:

Project is known as the Floydville Water Project—Phase I.  Water service to approximately sixty (60) homes  in the area is currently provided by an inadequate well system that is going out of business.  LCWSC, with DHEC’s approval, is taking over the service area.  Grant funds are being requested to assist in the purchase of materials to construct the project.  LCWSC will provide engineering services, labor and materials to complete the project.  Homeowners will also make contributions to provide materials for the project.

Project Impact:

Residents in the area will be provided adequate, safe drinking water.  

            Cost of Project:





$303,000

OLG Recommendation:

$56,760   LCWSC and homeowners will provide the balance.

b.
Grantee:


City of Simpsonville

Grant Request:


$ 200,000 

Purpose/Description:


Construction of a sewer line and pump station in the Hunter Woods Basin to increase available capacity.


Project Impact:

The existing sewer line was originally constructed to serve residential customers. The area has experienced tremendous commercial development creating  greater flows to the existing sewer line than the intent of the original design.  The proposed six inch line and pump station will divert commercial flows around the residential area leaving the existing line to accommodate residential flows.

Cost of Project:



$793,800

OLG Recommendation:

$200,000   Simpsonville will provide the balance.

c.
Grantee:


Town of McCormick/McCormick CPW

Grant Request:


$75,000 
Purpose/Description:

Construction of new encased, bored water mains along South Main Street and Chestnut Ridge Road/Gary Drive

Project Impact:

Existing lines are constructed in the roadway and experience breaks.  These breaks create frequent road maintenance issues.  Completion of the project will eliminate the road maintenance problems.

            Cost of Project:




$263,700

OLG Recommendation:

$75,000   McCormick CPW will provide the balance.


The Board approved the following grant requests as recommended by the Office of Local Government:  Laurens County/LCWSC, $56,760; City of Simpsonville, $200,000; and Town of McCormick/McCormick CPW, $75,000.

Information relating to this matter has been retained in these files and is identified as Exhibit 7.

Executive Director:  Revenue Bonds (Blue Agenda Item #8)

The Board approved the following proposals to issue revenue bonds:

a.
Issuing Authority:
Jasper County

Amount of Issue:
Not Exceeding $8,840,000 Special Source Revenue Bonds ($800,000 previously approved)

Allocation Needed:
-0-

Name of Project:
Jasper County Courthouse and Annex

Employment Impact:
n/a

Project Description:
acquiring, constructing and equipping an annex to the Jasper County Courthouse

Bond Counsel:
Samuel W. Howell, IV, Howell Linkous & Nettles, LLC


(Exhibit #8)

b.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$22,000,000 Hospital Revenue Bonds

Allocation Needed:
-0-

Name of Project:
The Regional Medical Center of Orangeburg and Calhoun Counties

Employment Impact:
maintain existing jobs for 1171 and add 6 new jobs

Project Description:
constructing, renovation and expansion of hospital facilities, including a cancer center, outpatient cardiology, breast center, vascular lab, medical imaging equipment and improvements
Note:
public distribution

Bond Counsel:
Kathleen Crum McKinney, Haynsworth Sinkler Boyd, PA


(Exhibit #9)

c.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
Not Exceeding $12,500,000 Student Housing Revenue Bonds

Allocation Needed:
-0-

Name of Project:
South Carolina State University Housing LLC

Employment Impact:
15

Project Description:
to defray the cost of financing the acquisition, rehabilitation, furnishing and equipping of an approximately 96-unit, 288-bed student housing facility.
Note:
public or private sale

Bond Counsel:
Rion D. Foley, McNair Law Firm, P. A.


(Exhibit #10)

d.
Issuing Authority:
South Carolina Housing Finance and Development





Authority

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

Allocation Needed:
-0- 

Name of Project:
Avalon Hills Apartments

Employment Impact:
n/a

Project Description:
construction and furnishing of a 162 unit apartment development to be located in Spartanburg County – 295 Southport Partners, L. P. Developer

Bond Counsel:
April C. Lucas, Nexsen Pruet Adams Kleemeier, LLC
(Exhibit 11)
Executive Director:  Economic Development – 2006 Ceiling Allocation (Blue Item #9)

The initial balance of the 2006 state ceiling allocation is $340,406,640.  In accord with Code Section 1-11-520, $136,162,656 (40% of the total) was designated as the state pool and $204,243,984 (60% of the total) was designated as the local pool.  There is presently a state ceiling balance of $21,861,640 remaining for 2006.  Allocation requests for 2006 totaling $330,700,000 have been received thus far.


The Spartanburg Housing Authority requested that the Board allocate to it from the local pool $8,500,000 of the state ceiling for issuance of mortgage revenue bonds for its MTSAL, LLC, Project, a 70-unit affordable.  The Authority requested that the allocation be approved for carry-forward allocation.  The project is a qualifying project (i.e., qualified residential facilities) for carry-forward election.

Board approval of the recommendation, will leave an unexpended state ceiling balance of $ 13,361,640 (state pool - 0; local pool - $13,361,640).

On September 19, 2006, the Board approved a tentative ceiling allocation to the Housing Authority of the City of Greenville in the amount of $9,000,000.  The allocation will expire on December 18, 2006, if the bond/notes for which the allocation has been approved have not been issued on or before that date.  Bond counsel for the Housing Authority of the City of Greenville indicated that the Company might not be able to close by December 18, 2006, and therefore, in accord with S.C. Code Section 1-11-560, the City of Greenville requested that the allocation be extended through December 31, 2006, and that the allocation be approved for carry-forward allocation if the bonds/notes for which the allocation has been approved have not been issued on or before December 31, 2006.  The project involves the construction of multifamily housing and it is a qualifying project for carry-forward election.

In accord with S.C. Code of Laws Section 1-11-500, et seq., the State Education Assistance Authority and South Carolina State Housing Finance and Development Authority requested that any unallocated state ceiling balance remaining at the end of the calendar year be designated to them as carry-forward for use in subsequent years. The Board was asked to equally allocate any remaining 2006 state ceiling balance at year-end to the State Education Assistance Authority for its student loan program and to the South Carolina State Housing Finance and Development Authority for use in the issuance of bonds to provide housing to the members of State Housing’s “beneficiary classes” (i.e., qualified mortgage bonds and qualified residential facilities) for carry-forward for the next three calendar years.
In accord with Code Section 1-11-500 et seq., the Board granted the following requests for allocation:

a.
Granted the Spartanburg Housing Authority’s request for allocation an $8,500,000 of the state ceiling from the local pool for issuance of mortgage revenue bonds for its MTSAL, LLC, Project, a 70-unit affordable and that the allocation be approved for carry-forward for the next three calendar years and authorized the filing of a carry-forward election with the Internal Revenue Service;

b.
Granted the Housing Authority of the City of Greenville’s request to extend the September 19, 2006, allocation of $9,000,000 of the state ceiling through December 31, 2006, and that the allocation be approved for carry-forward for the next three calendar years and authorized the filing of a carry-forward election with the Internal Revenue Service in connection with the allocation, if the bonds/notes for which the allocation has been approved has not issued on or before December 31, 2006; and 

c.
Authorized the equal allocation of any remaining 2006 state ceiling balance at year-end to the State Education Assistance Authority for its student loan program and to the South Carolina State Housing Finance and Development Authority for use in the issuance of bonds to provide housing to the members of State Housing’s “beneficiary classes” (i.e., qualified mortgage bonds and qualified residential facilities) for carry-forward for the next three calendar years and authorized the filing
Information relating to this matter has been retained in these files and is identified as Exhibit 12.
General Services:  Forestry Commission Lease (Blue Agenda Item #10)


The General Services Division requested approval of the following lease on behalf of the Forestry Commission:

	
	Agency:
	Forestry Commission

	
	Tenant:
	Steve Lowder

	
	Location:
	Manchester State Forest

	
	County:
	Sumter County

	
	Description:
	Extend lease agreement to allow time for tenant to secure property and relocate the cattle currently grazing on 638.7 acres of property within Manchester State Forest.

	
	Term:
	90 days

	
	Rent:
	$1,596.75 per month (based on $30 per acre per year)



The Board approved extending the lease of property within Manchester State Forest between the Forestry Commission and Steve Lowder for 90 days.

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

Office of State Budget:  Permanent Improvement Projects (Regular Session Item # 1)
Upon a motion by Senator Leatherman, seconded by Mr. Eckstrom, the Board approved the following permanent improvement project establishment requests and budget revisions which have been reviewed favorably by the Joint Bond Review Committee:  
(a)
Summary 4-2007:  JBRC Item 2.  Clemson University


Project:
9870, Information Technology Facility Construction A&E


Request:
Establish project and budget for $1,000,000 (Other, Institutional Capital Project Funds) to begin design services to construct an approximately 50,000 to 70,000 square foot information technology facility on Clemson’s main campus.  Currently, the main location for mainframe computers, servers and support staff is at the Clemson Research Park in Pendleton, with additional information technology facilities in Seneca and Clemson.  The current lack of a consolidated Department of Computer Information Technology on campus inhibits Clemson’s ability to integrate and adopt new technologies into research and academics at the University.  The agency reports the total projected cost of this project is $20 million and no additional annual operating costs will result from this request.

(b)
Summary 4-2007:  JBRC Item 3.  Clemson University


Project:
9871, Bio Sciences/Life Sciences Building Construction


Request:
Establish project and budget for $50,000,000 ($45,000,000 Institution Bond and $5,000,000 Other, Operating Revenue funds) to design and construct an approximately 120,000 square foot Bio Sciences/Life Sciences building at Clemson.  The Biological Sciences Department is one of the largest lab-based programs on campus with approximately 30 research faculty, 750 undergraduate majors, and 70 graduate students.  Existing facilities are inadequate to accommodate increases in the demand for the programs, have few labs which are small and inefficient, and are functionally obsolete.  Additional space is also needed to accommodate programmatic changes, growth and future needs in the Life Sciences.  The agency reports the total projected cost of this project is $50 million and additional annual operating costs ranging from $675,000 to $750,000 will result in the three years following project completion.  (See Attachment 1 of the agenda materials for additional annual operating costs.)

(c)
Summary 4-2007:  JBRC Item 5.  College of Charleston


Project:
9580, Science Center Construction


Request:
Increase budget to $48,000,000 (add $33,499,001 Revenue Bond funds) to complete design work and construct a new Science Center at the College of Charleston.  The new facility will be approximately 130,000 square feet and will house biology, chemistry, and biochemistry.  The existing science building is inadequate and overcrowded to meet the curricula needs of the sciences.  The College will use short-term financing in the form of revenue bond anticipation notes to begin the project.  This will help protect NASA grant funds of $10.5 million which must be used by September 2008.  The College will use revenue bonds for long-term financing if efforts to obtain additional funding are not achieved.  The agency reports the total projected cost of this project is $48 million and additional annual operating costs of $876,096 will result in the three years following project completion.  (See Attachment 2 of the agenda materials for additional annual operating costs.)


With regard to item #1(c), Governor Sanford asked whether the College of Charleston planned to use its own bonding capacity to construct the science center.  Stephen C. Osborne, College of Charleston Senior Vice President for Business Affairs, advised the Board that the College intends to use bond anticipation notes for short term financing.  He said the College has a request for funding for some of the project through the General Assembly.  He said that if the College does not get funding they will do it through their own revenue bonds.

(d)
Summary 4-2007:  JBRC Item 8.  Coastal Carolina University


Project:
9552, Waties Island Research Facility A&E


Request:
Establish project and budget for $150,000 (Other, Institutional Capital Project Funds) to begin design services to construct an approximately 15,000 square foot research facility at Coastal Carolina’s Waties Island.  The new facility will include lab space, classrooms and minimal living quarters for the hundreds of students and faculty who participate each year in course work and conduct coastal research on the island.  Currently, no facility exists and all samples and experimentation devices must be transported back and forth from the University to the island.  The agency reports the total projected cost of this project is $3 million and no additional operating costs will result from this request.

(e)
Summary 4-2007:  JBRC Item 9.  Lander University


Project:
9525, Calhoun Avenue Campus Entrance Development


Request:
Establish project and budget for $634,340 ($449,153 Other, Institutional Capital Reserve and $185,187 Other, SCDOT Transportation Enhancement Funds) to develop a new campus entrance on Calhoun Avenue for Lander University.  The main campus is located in a residential area that is two blocks from the main roads.  Lander will construct an entrance that creates a natural focal point, is an invitation to the campus, and identifies the campus from the Calhoun Avenue business district.  The work will include constructing a serpentine wall and installing lighting, utilities and landscaping.  The agency reports the total projected cost of this project is $643,340 and additional annual operating costs of $1,500 will result in the three years following project completion.  (See Attachment 3 of the agenda materials for additional annual operating costs.)


Governor Sanford stated with regard to item #1(e) that it seems hardly appropriate to get in the business of deciding signage for an entrance and that for Lander University $650,000 seems very expensive for an entrance.  Dianne Newton and Jeff Beaver appeared before the Board on behalf of Lander University.  Governor Sanford asked whether there were other less expensive ways of accomplishing the same objective at less cost to the taxpayer.  Ms. Newton said that they have looked at a number of different options.  She said they felt that this was something that needed to be done for Lander University and that the city and county of Greenwood has supported them in getting a Department of Transportation grant to fund part of the project.  She said that they are actively looking for private funds to help pay for the project and that they have been putting money aside for three years to help fund the project.


Mr. Eckstrom asked how much was spent a couple of years ago on an entrance.  Ms. Newton and Mr. Beaver explained the scope of the project over the past few years as it related to the development of the boulevard.  Mr. Beaver explained that the project consisted of constructing a new boulevard, parking lots, and the tail end of the entrance which were done in three phases.  He said that due to the business district the University is in it cannot be seen coming down the main road.  Mr. Eckstrom asked whether there was a more economical way to do this, for example putting up a green sign with “Lander University” on it.  Ms. Newton said a green sign would suffice to point someone in the right direction, but that it is not something with which the University would be totally satisfied.  She said they have put money aside and sought after grants for the project.  She stated that they have done their due diligence to put money aside for the entrance to the campus and that they are not asking for money for the project.

(f)
Summary 4-2007:  JBRC Item 11.  Medical University


Project:
9732, College of Dental Medicine Building Construction


Request:
Increase budget to $51,000,000 by adding $10,700,000 ($7,000,000 Appropriated State and $3,700,000 Other, Health Science Foundation funds) to cover an increase in the size and in materials and medical equipment costs for the construction of a 107,000 square foot facility to house MUSC’s College of Dental Medicine.  As the design developed, the size of the building increased approximately 10,000 square feet to meet the programmatic clinical needs of the College.  The original cost estimates were done in 2000 and building materials and equipment costs has risen significantly since then.  The agency reports the total projected cost of this project is $51 million and additional annual operating costs ranging from $1.2 to $1.3 million will result in the three years following project completion.  (See Attachment 4 of the agenda materials for additional annual operating costs.)

(g)
Summary 4-2007:  JBRC Item 14.  Vocational Rehabilitation


Project:
9570, Charleston VR Center – Building Addition


Request:
Increase budget to $825,500 (add $355,000 Federal funds) to cover current cost estimates to construct a 3,000 square foot office addition to the Charleston VR Center and a 4,000 square foot adjacent storage building for the Department of Vocational Rehabilitation.  Construction costs have risen since the building addition was approved in 2005 and additional funds are needed to bid the project.  The need for storage space for raw materials and finished goods from workshop production activities far exceeds the current storage capacity and results in the Department’s having to turn down production opportunities, which negatively impacts services to disabled clients.  The agency reports the total projected cost of this project is $825,500 and additional annual operating costs of $1,250 will result in the three years following project completion.  (See Attachment 5 of the agenda materials for additional annual operating costs.)

(h)
Summary 4-2007:  JBRC Item 15.  Department of Mental Health


Project:
9701, Bryan Psychiatric Hospital Life Safety and Crisis Capacity Renovations


Request:
Increase budget to $8,450,000 (add $3,700,000 Other, Medicaid funds) to revise the scope to add additional renovations to buildings at Mental Health’s Bryan Psychiatric Hospital.  Renovations will now be done to four patient lodges and two staff centers to replace defective fire retardant treated wood in roof decking and address code compliance and licensure issues.  In order to renovate the lodges, DMH must move patients to the Byrnes Center on the downtown campus.  Renovating four lodges in this phase will allow DMH to complete renovations to all lodges by April 2009 when the Children’s Hospital will be completed and the downtown campus will be completely vacated.  Renovations to fewer lodges in this phase would extend the need for Byrnes into 2010.  The agency reports the total projected cost for all phases of this project is $20.5 million and no additional annual operating costs will result from this request.

(i)
Summary 4-2007:  JBRC Item 16.  Department of Natural Resources


Project:
9887, Lancaster – Forty Acre Rock Addition


Request:
Increase budget to $770,654 by adding $750,654 ($375,617 Other, SC Conservation Bank and $375,037 Other, Heritage Land Trust Funds) to purchase approximately 521.69 acres of land adjacent to the Forty Acre Rock Heritage Preserve in Lancaster County.  The addition will expand the preserve and provide additional habitat for 26 rare or imperiled species including the Carolina heelsplitter, a freshwater mussel found in Flat Creek.  The agency reports the total projected cost of this acquisition is $770,654 and additional annual operating costs of $2,500 will result in the three years following acquisition.  (See Attachment 6 of agenda materials for additional annual operating costs.)
Information relating to this matter has been retained in these files and is identified as Exhibit 14.

Office of State Budget:  Clemson Research University Infrastructure Project (Regular #2)

The South Carolina Research Centers of Excellence Review Board (Review Board) has certified Clemson University for $10.3 million in general obligation debt to be issued under the South Carolina Research University Infrastructure Act.  The Act requires the Review Board to certify that at least 50% of the cost of each research infrastructure project is being provided by private, federal, municipal, county or other local government sources.  The Clemson research infrastructure project consists of the following aspects that were certified by the Review Board for funding or as part of the required match: 

In support of the North Charleston Restoration Research Institute:

(1)
renovations to the Warren E. Lasch Conservation Center, including HVAC upgrades, foundation repair and equipment and interior improvements, and construction of a 22,000 square foot Restoration Research and Education Building, together to be funded with state Research University Infrastructure Bonds in the amount of $10.3 million.  (The Review Board could not provide information on the cost allocation between the two facilities, but Clemson states the total renovation and construction costs will be approximately $13.5 million, with the cost of renovation estimated at $3 million and the cost of new construction estimated at $10.5 million.);
(2)
the donation of 65 acres of land with improvements from the City of North Charleston to Clemson, valued at $8,260,974, providing a portion of the required 50% match;
(3)
the donation of 17 acres of land with improvements, including the Lasch Conservation Center, from the City of North Charleston to Clemson, valued at $6,156,651, providing a portion of the required 50% match;
(4)
the donation of the wharf adjacent to the Lasch Conservation Center, valued at $650,000, providing a portion of the required 50% match.

The Review Board has certified that Clemson has complied with and meets the provisions of the South Carolina Research University Infrastructure Act.

The Board was asked to consider approving  the following:  1) an increase to Clemson’s permanent improvement project H12-9864, North Charleston Restoration Research Campus Land and Renovation, of $10.3 million to $10,420,000 from Research University Infrastructure Bonds (item 1 above); and 2) the donation to Clemson of 82 acres of land and improvements from the City of North Charleston for the Restoration Research Institute campus (items 2-3 above - all property acquisition requirements have been met).  The bond resolution has been submitted for approval as a separate agenda item.  

The permanent improvement project, land acquisition request and bond resolution were all approved by the Joint Bond Review Committee at its meeting on November 1, 2006.


Governor Sanford asked representatives of Clemson University whether there was anything else they wanted to add concerning this item given the Board’s discussion of this item at the last meeting concerning the number of reservations he and other Board members had about the item.  Angie Leidinger with Clemson University appeared before the Board on this matter.  Ms. Leidinger said the first item was the concern Mr. Patterson had about not completing and signing an executed transfer and option agreement between the entities.  She stated that the agreement has been executed and signed.  She said an additional contingency coming out of the JBRC meeting was to have an amended certification letter presented by the South Carolina Research Centers of Economic Excellence Review Board (Review Board) that did not refer to the reversion clauses that were originally contained in the transfer and option agreement.  She said that as well has been done.


Governor Sanford said that he has grave concerns for a number of reasons, the first of which is a process question.  He said that the matter went back to the Review Board, but that the Review Board did not see the certification letter.  Gail Morrison with the Review Board said the Review Board has had presentations from the institutions and it as a collective unit has voted to approve the project.  She said that because of the complexity of this project the Review Board has had two presentations and in each case the full Review Board approved the project.  She said that under their process the staff prepares the certification letter and the certification letter is presented the Review Board chairman Ben Rook of Greenville for his signature and it then gets submitted.  She said the certification letter simply transfers the approval of the Review Board on paper.  She said that is the process that was followed with this project as with all of the proceeding projects.


Governor Sanford said that the objection he has heard from a couple of employees is that only Mr. Rook signed the certification letter even though there had been substantial alterations between the time they signed it and the Board meeting.  Ms. Morrison said that Mr. Rook as chairman understands he has the authority to sign letters on behalf of the Review Board, but the approval has been made by the Review Board.  She stated the only changes that have been made with respect to the functionality of the Review Board were the reverter clauses and the Review Board was appraised in the initial certification letter that there were issues with the reversion clauses.  She said that once all of the contracts came out they reissued the same certification letter simply removing reference to the reversion clauses which were no longer at issue.


Governor Sanford further commented that what he continues to hear is that there is a difference in what was presented to the Review Board in the summer of 2006.  Ms. Leidinger said that the contingent liability question Governor Sanford is referring to has been contained in the transfer and option agreement from the very beginning and is not additional or new information.  Governor Sanford said it is new to some of the Review Board members.  Ms. Leidinger further stated that the provision has been contained in the transfer and option agreement from the very beginning and the amount had been previously negotiated.  Ms. Leidinger said that the concern that Clemson would have with the process is that they have operated in good faith under the process as they understood it.  She said they have done everything the Review Board, JBRC, and the Board has asked them to do from a process standpoint and they have done every thing they were statutorily required to do.  She stated that had they been aware of the concern prior to the afternoon before this meeting they could have gone back to the Review Board and asked them to review whatever documentation they thought needed to be reviewed.  Governor Sanford said Review Board members legitimately want to vote as a permanent part of their record on where they stood on this issue.  He said if they say they did not know about the new facts at the time they voted on the issue, why not let them take a vote on it.  He said not allowing them to take that vote raises a question for him with regard to the process.  Ms. Leidinger said she has a question with regard to whether the process allows them to take that vote and whether those were the rules under which Clemson was operating.  


Mr. Patterson asked with regard to his original objection to the project whether Clemson was asserting that all the “i”s have been dotted and the “t”s crossed for the certification of this project.  Ms. Leidinger said that under the rules they have now, the “i”s have been dotted and the “t”s crossed.


Governor Sanford continued by saying that this issue is breaking brand new ground that the State has never broken before with these kinds of projects.  He said that this is the build it and they will come approach to economic development and that it is very dangerous ground when talking about State dollars.  He said that it opens up a Pandora’s Box in the other projects.  He said that the cost benefit analysis shows a total of $700,000 in total State value which represents a 2% rate of return on public dollars.  He said that as scarce as public dollars are for a host of other needs in the State, 2% is an exceedingly low rate of return that would not be accepted in other areas.  He said it is not something that would be accepted as a hurdle rate in the Department of Commerce and should not be accepted in this case on a project that does not have certain defined benefits down the road.  Ms. Leidinger commented that Clemson anticipates that it will hire and produce 90 jobs for this investment which does not include the day in and day out work that the team that is with her is doing to fill out the rest of the campus.  Governor Sanford said that the ICAR project has very real multi-national corporate partners, but, in contrast, that is not the case for this project.  Ms. Leidinger further commented that with regard to infrastructure research dollars the test is that they discuss the potential for economic development and the potential to build a knowledge based economy.  She said there is no statutory requirement that they show a return on investment or a positive economic impact analysis associated with this money.  She said that Clemson has done that as part of their due diligence, but there is nothing in the statute that requires this to be done.  Governor Sanford stated that the numbers are negative and show a hurdle rate that would not be accepted at the Department of Commerce.  Ms. Leidinger stated that she is not arguing the numbers, but that from a process stand point and living up to the spirit of the legislation Clemson has done everything in its power to provide the information approved.


Governor Sanford asked if this project is approved would Clemson ask for further funding for the project.  She said that she does not know what to anticipate that the future will bring, but that the Board approved a build out of the facility at its last meeting.


After further discussion between Governor Sanford and representatives of Clemson, City of North Charleston Mayor Keith Summey commented that it has been their pleasure to work with Clemson on this project and that it was not an easy decision by the City to donate the land to a project of this magnitude.  He said they have faith that the project will grow and that the growth will come from outside investments working with Clemson in a manner similar to what has happened with ICAR.  He noted that there are public-private partners in this situation in that the City is putting up the land because they anticipate the private investment that will come to the remaining portion of the land will grow jobs.  He stated that the City sees this as an investment for tomorrow for the City and the entire State.  


Governor Sanford stated, by comparison, a hurdle rate was put up for Daimler Chrysler and if Daimler Chrysler had not put up a certain amount of money the project was not going to happen.  He said what is being asked in this case is to change the threshold which then sets a precedent for other businesses.  Governor Sanford said that they would not have been acting as good financial stewards if there were not certain thresholds that Daimler Chrysler had to meet if it was going to locate in the Charleston area.  Mayor Summey said that he did not see this as creating a Daimler Chrysler.  Governor Sanford said it sets precedent in the hurdles that are required.  Mayor Summey said that this is no more than the investment that Charleston, Dorchester, and Berkeley Counties do in creating their alliance which they pay for to bring in new industry.  Mayor Summey commented that what is being done in this instance is the creation of an incubator and that the State is showing wisdom through Clemson in doing so.  He said this incubator will give them an outlet to bring new companies that will hire locals, Clemson students will work with the companies in the research, and the companies will take advantage of the research.  Governor Sanford said that the difference is that when the alliance goes out they are going after real world prospects that have market share and a viable business plan and enterprise to come to the area.  He said that when the Department of Commerce folks take trips around the world, they are going to real world companies asking them to come to South Carolina.  He said that in this case the question of what company is going to do the restoration is unanswered.  Mayor Summey replied that the companies are not going to put their names in the public which would put the City in the position of a possible bidding war.  


After further discussion, Ms. Leidinger explained the distinction between the BMW (ICAR) project and the current project.  She said the 400 jobs and the $400 million worth of investment that allowed BMW to access economic development bond funds has a separate set of statutes, rules, and processes that have to be followed.  She said that the Campbell Graduate Engineering Center was a part of the Economic Development Bond Funds.  She said this case involves Research Infrastructure dollars that by statute go to build research at the three research universities.  Governor Sanford said that is why he raised the process question because there are Review Board members who feel as if they did not have a vote based on new information.  He asked why the matter should not go back to the Review Board for them to vote on it.  Mayor Summey said that there are some council members that do not read the materials that are given to them and others who do and are more knowledgeable when the vote is taken.  He said that the original $265,000 was in the paperwork that was given to the Review Board and that he knew about it and he is not on the Review Board.  Governor Sanford responded that there are Review Board members who are saying that where they ended up is not what Clemson presented.  Ms. Leidinger said that the transfer and option agreement from the very beginning as negotiated with the City and the other two entities always contained the provision concerning contingent liabilities.  She said the question was raised in agenda review the week before the Board meeting as to the amount of the contingent liabilities.  She said the provision has always been in the transfer and option agreement.  She said the amount was not disclosed, but the agreement has always been disclosed and was disclosed as soon as the question was asked.  She said that Clemson is not trying to hide from the amount and that it is built into what Clemson has negotiated.


Mr. Eckstrom asked whether the value of the liabilities was a measure of the accounts payable.  Clay Steadman, legal counsel for Clemson, responded that the $265,000 represents back due salaries for current employees of the Lasch Conservatory.  Mr. Eckstrom asked how that number would compare to the present time since it is a number that arose back in March or April of 2006.  Mr. Steadman replied that the number has not changed.  Mr. Eckstrom asked whether there were any other outstanding payables to which Mr. Steadman said there were no other outstanding payables.  Mr. Steadman said that a cap was placed on the amount of contingent liability at $265,000.  Mr. Eckstrom pointed out that the transfer and option agreement does not indicate that there is a cap.  Mr. Steadman said that the agreement points out that there are contingent liabilities and that they are $265,555. 


Mr. Eckstrom further questioned Clemson about Exhibit 6 to the agreement and its listing of assets to be conveyed to Clemson from the Friends of the Hunley.  Mr. Eckstrom pointed out that there is no listing of assets in Exhibit 6 and asked if there is a listing somewhere else.  Mr. Eckstrom said that he was curious as to how the value of the assets was determined.  Ms. Leidinger said that the reference to Exhibit 6 was the exhibit to the Review Board and that they have the documentation.  She said it is a list of equipment associated with the Lasch lab.  She said the value of the equipment being gifted to Clemson by the Friends of the Hunley is $2.8 million and Exhibit 6 shows that.  

Mr. Eckstrom also noted that the agreement references an Exhibit 4 that has a list of buildings and that the Board does not have that exhibit.  Ms. Leidinger commented that there is an Exhibit 4 and that the Review Board has that exhibit.  Mr. Eckstrom stated that his concern is that there seems to be some oral understanding that Clemson’s liabilities are limited, but the documents do not indicate that.  He said he would like to support the project, but would like the documents to be clearer concerning Clemson’s liability.  He said that Exhibit 6 appears to show that Clemson is taking on open ended liability and it does not make clear how the $265,000 liability is supported.  He asked if the parties would be willing to clarify those documents.  Mr. Steadman said that he can only speak for Clemson and that the agreement is the intent and understanding of the parties.  Mr. Eckstrom noted that the agreement says that the written agreement rules in any instance in which there has been an oral agreement to the contrary.

Governor Sanford read an email to the Board from a member of the Review Board, Bobby Pearce, objecting to the certification of the project without full review of the Review Board because the issues mentioned in the newspaper are major, material changes that have been made to the agreement and that they must be reviewed and discussed with Clemson by the full Review Board.  Governor Sanford said that there are question marks as to what the Review Board does or does not have.  He stated that those questions are well founded given the documents that have been submitted for the Board’s review.  Governor Sanford asked Clemson University Trustee Bill Smith if he would enter into a real estate transaction if the “i”s were not dotted and the “t”s crossed.  Mr. Smith replied that the project is a very good economic development project for the State, but if the “i”s are not dotted and the “t”s are not crossed then Clemson should get the right information for the Board.  Mr. Smith said, however, that since the project is a great project for economic development for the State, the Clemson Board supports the project.  He said that the project will pay dividends for the State because it is economic development and will create jobs and growth in the low country.  Governor Sanford asked for a deferral of the item until the “t”s are crossed and the “i”s dotted.

Senator Leatherman asked whether he heard correctly that the Review Board had given its chairman authority to sign the certification letter.  Ms. Morrison said that is correct and that is their standard operating procedure.  She said that she received Mr. Pearce’s objection the afternoon before this Board meeting and that his is the only objection.  Ms. Morrison noted that Mr. Pearce voted for the project when it was initially presented to the Review Board.  She said that their process is that after the Review Board votes, the staff drafts a letter that the chairman signs and transmits.  She further commented that by statute the Review Board has “a very narrow piece of the pie” with regard to this project.  She said that the Review Board is only required to certify that the 50% match is there.  She said that was the case for both presentations to the full Review Board on the project and it was the case when the reverter clause was removed.

Senator Leatherman called for a motion on Governor Sanford’s request to defer or carry the item over to the next meeting.  Mr. Eckstrom offered an amendment to the proposed Board action requested and made the following motion:

The Board approves the action requested on Item #2, provided that the Transfer and Option Agreement, together with Exhibit #6, between the Hunley Commission, Clemson University, the City of North Charleston, and the Friends of the Hunley is duly and properly amended to reflect that Clemson will pay to Friends a total sum of $265,555.00 in consideration for the transfer of all of the Friends’ assets as listed in Exhibit 6 of the Agreement, and the Friends will continue to be responsible after the transfer for all of the Friends’ liabilities, contingent or otherwise, including any accounts payable or contractual obligations listed in Exhibit 6; 


In the alternative, if Clemson remains responsible under the amended agreement to perform any obligation imposed under any contract to which the Friends is a party, that the amount which Clemson must expend (annual and total) under each contract is listed in a detailed schedule attached to Exhibit 6;


Provided further that no transfer occurs until such amended Agreement, Exhibit and Schedule is duly and properly executed and presented to the Board at its January meeting.

Senator Leatherman seconded Mr. Eckstrom’s motion.  Mr. Eckstrom, Senator Leatherman, Mr. Patterson, and Mr. Cooper voted for the motion.  Governor Sanford voted against the motion.

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

Clemson University:  Not Exceeding In the Aggregate $10,350,000 Principal Amount State General Obligation Research University Infrastructure Bonds (Regular Session Item #3)
The Board was asked to adopt a resolution to provide for the issuance and sale of not exceeding in the aggregate $10,350,000 principal amount State General Obligation Research University Infrastructure Bonds of the State of South Carolina, to prescribe the purposes for which the proceeds shall be expended, to provide for the payment thereof, and other matters relating thereto.

The total project cost associated with the Clemson University Research University Infrastructure Bond Request is $13.5 million.  Of this amount $3 million will be used to defray the cost of structural upgrades to the Clemson University Warren E. Lasch Conservation center, including funds for upgrades to the heating, ventilation, and cooling systems to bring the laboratory up to national scientific standards; for foundation repair, and equipment and interior improvements needed to expand the capacity of this facility for conservation research.  The remaining $10.5 million of the project cost is to defray the costs of the Clemson University Restoration Research and Education Building, a new 22,000 square foot structure.  The cost of this portion includes preparation and demolition work required on the North Hobson Avenue site.

The project cost is proposed to be funded with proceeds from the issuance of $10.35 million Research University Infrastructure Bonds. The $3.2 million balance of funding will be made by application of other sources, including Clemson University institutional funds, program generated revenue, gifts, grants, and appropriated funds.

Mr. Eckstrom had questions about the amount of the bond issue to be approved by the Board.  Ms. Leidinger explained that a permanent improvement project to address environmental issues has already been established for this project and that this bond issue will add money to account for the total financing of the project.  Governor Sanford commented that he does not know how this item can be approved if the Board just said with regard to the last item that it is approved contingent upon the “t”s being crossed and the “i”s dotted.  


Mr. Eckstrom suggested that the item could be adopted subject to the submission and approval of the previously amended motion for regular session item #2.  Senator Leatherman moved to adopt the item subject to the previous action of the Board on the amendment to regular session item #2.  Discussion then occurred on how it would be determined that the contingency was met.  After discussing the matter, Mr. Eckstrom seconded the motion to approve regular session item #3 subject to satisfaction of the clearing of the contingencies that were identified in regular session item #2.


Upon a motion by Senator Leatherman, seconded by Mr. Eckstrom, the Board adopted a resolution to provide for the issuance and sale of Not Exceeding in the Aggregate $10,350,000 principal amount State General Obligation Research University Infrastructure Bonds of the State of South Carolina, to prescribe the purposes for which the proceeds shall be expended, to provide for the payment thereof, and other matters relating thereto, provided that the Transfer and Option Agreement, together with Exhibit #6, between the Hunley Commission, Clemson University, the City of North Charleston, and the Friends of the Hunley is duly and properly amended to reflect that Clemson will pay to Friends a total sum of $265,555.00 in consideration for the transfer of all of the Friends’ assets as listed in Exhibit 6 of the Agreement, and the Friends will continue to be responsible after the transfer for all of the Friends’ liabilities, contingent or otherwise, including any accounts payable or contractual obligations listed in Exhibit 6; 


In the alternative, if Clemson remains responsible under the amended agreement to perform any obligation imposed under any contract to which the Friends is a party, that the amount which Clemson must expend (annual and total) under each contract is listed in a detailed schedule attached to Exhibit 6; and


Provided further that no transfer occurs until such amended Agreement, Exhibit and Schedule is submitted to the Board for review and approval at its January meeting;
Information relating to this matter has been retained in these files and is identified as Exhibit 16.

Future Meeting


The Board agreed to meet at 9:30 a.m. on Tuesday, January 30, 2007, in the Governor’s conference room in the Wade Hampton Building.  
Executive Session


Upon a motion by Mr. Patterson, seconded by Mr. Cooper, the Board agreed to dispense with considering the following items in executive session and proceeded with conducting the meeting in open session.
Office of Human Resources:  Compensation (Approval of Hiring Salaries for the President of the College of Charleston and the President of York Technical College) (Executive #1)
The Agency Head Salary Commission reviewed a request from the Board of Trustees at the College of Charleston to hire Dr. P. George Benson as the President of the College of Charleston at a salary of $183, 541.  The salary range for the positions is $144,539 - $183,541 - $223,920.  The commission also reviewed a request from the York County Area Commission to hire Dr. Greg Rutherford as the President of York Technical College at a salary of $130,000.  The salary range for the position is $98,576 - $126,379 - $154,182.

Section 63.10 of the 2006-2007 Appropriation Act requires prior favorable recommendation of the Agency Head Salary Commission and the final approval of the Board to hire a new agency head at a salary above the minimum of the salary range.  The Agency Head Salary Commission has reviewed the requests and recommends the hiring salaries as follows: 
                                                                                                                   Recommended

                         Director                                    Agency                             Hiring Salary

Dr. P. George Benson

College of Charleston


$165,000

Dr. Greg Rutherford

York Technical College

$130,000


Upon a motion by Mr. Cooper, seconded by Mr. Patterson, the Board approved the salaries as recommended by the Agency Head Salary Commission for the following agency heads:  Dr. P. George Benson, College of Charleston - $165,000 and Dr. Greg Rutherford, York Technical College - $130,000.
Information relating to this matter has been retained in these files and is identified as Exhibit 17.

Office of Human Resources:  Compensation (Salary Increases for Agency Heads Covered by the Agency Head Salary Commission) (Executive Session Item #2)
Pursuant to Section 63.10 of the 2006-2007 Appropriation Act, the Agency Head Salary Commission recommended for approval by the Board salary increases ranging from 0-6% for positions covered by the Commission to be effective January 1, 2007.


Governor Sanford commented that what is contemplated with the item is an average increase of 3.67% for agency heads, but the average worker gets 3%.  He said it seems incumbent upon those in leadership to lead by example and match the leadership compensation with the overall increase for employees in lower level positions throughout State government.


Senator Leatherman asked Donna Traywick with the Board’s Office of Executive Director to share the information with the Board that she presented to the Agency Head Salary Commission which indicated that State employees received something that made their increase more than 3%.  Ms. Traywick said that additional information provided to the Agency Head Salary Commission is that these increases are the only increases agency heads receive during the year.  She said that while all State employees may not be the recipient of other increases throughout the year the records that she has for the past fiscal year reflect that 33% of classified employees received additional increases in addition to the cost of living increases at an average of 6.34%.  She said that about 37% of unclassified employees received other discretionary increases in addition to the increase of 0% to 6% and for agency heads an average of 5.31%.  She said that the discussion at the Agency Head Salary Commission in making the recommendation was that since other employees in State government are eligible for other kinds of increases for exceptional performance or other types of issues, going slightly above that for agency heads for exceptional performance was in line with what is done for classified and unclassified employees.  Governor Sanford said his reservation about that is that none of those standard employees working in State government received the additional benefits that the employees at the top received.  


In further discussion, Governor Sanford said that he has some questions in looking at the list of agency head salary increases.  He noted that Betty Mabry, Director of the Department of Transportation (DOT), was to receive the maximum of 6% even though there has been an LAC audit and a lot of questions and hearings concerning the operation of DOT.  He said there seemed to be a disconnect with regard to the salary increase for Mrs. Mabry, given the questions raised by the LAC audit.  Senator Leatherman said the process has been open and fair concerning the agency head salary increases.  He said the question of why one individual may have received 6% and another 0% comes about by the way the evaluation took place.  


Governor Sanford said that his motion would be that the proportional increases and decreases the Board will use be done within the confines of equality with the 3% that State workers will receive.  Mr. Eckstrom stated the average would be 3% rather than 6%.  He said that an agency head receiving a raise would participate in a proportionate reduction.  


Upon a motion by Governor Sanford, seconded by Mr. Eckstrom, the Board approved an average 3% salary increase for agency heads proportioned throughout and approved no increase for Elizabeth Mabry, Department of Transportation Director.  Governor Sanford, Mr. Eckstrom, and Mr. Patterson voted for the motion.  Senator Leatherman and Mr. Cooper voted against the motion.
Adjournment

The meeting was adjourned at 12:00 p.m.


[Secretary's Note:  In compliance with Code Section 30-4-80, public notice of and the agenda for this meeting were posted on bulletin boards in the office of the Governor's Press Secretary and in the Press Room, near the Board Secretary's office in the Wade Hampton Building, and in the lobby of the Wade Hampton Office Building at 2:15 p.m. on Friday, December 8, 2006.]

