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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING


March 18, 2004             10:00 A. M.
The Budget and Control Board (the Board) met at 1:30 p.m. on Thursday, January 29, 2004, 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;

Mr. Richard Eckstrom, Comptroller General; and

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

Representative Robert W. Harrell, Jr., Chairman, Ways and Means Committee, 

[Secretary’s Note:  Representative Harrell joined the meeting during the discussion of the regular session portion of the agenda.]


Also attending were Budget and Control Board Executive Director Frank Fusco, Chief of Staff Stephen C. Osborne, and Division Director Joseph Rogers; General Counsel Edwin E. Evans; Governor’s Chief Legal Counsel Henry White; Governor’s Deputy Chief of Staff for Administration William E. Gunn; 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 Don Hottel; Board Secretary Delbert H. Singleton, Jr., and other Budget and Control Board staff.  

State Budget and Control Board Meeting as Trustees for the South Carolina State Retirement

Systems

Adoption of Agenda


Upon a motion by Senator Leatherman, seconded by Mr. Patterson, the Board adopted the agenda as proposed for the Board meeting as the Trustees for the South Carolina State Retirement Systems.

Retirement Systems Investment Panel:  Portfolio Transition Management Services (Reg. #1)

The State Retirement Systems Investment Panel (Panel) recommends that the Budget and Control Board (Board) authorize the Director of the South Carolina Retirement Systems, or her designee, to execute a contract and any necessary documents with a manager as recommended by the investment consultant, Mercer Investment Consulting, Inc. (Mercer), to transition assets from the Passively Managed Large Cap fund to Barclays Global Investors (BGI).

The Board approved the Panel’s recommendation on September 30, 2003, to appoint BGI as a manager in the Large Cap Core strategy and authorized the Director of the South Carolina Retirement Systems to execute a contract with BGI upon approval for legal sufficiency by the Office of General Counsel and a satisfactory on-site due diligence visit by Panel representatives.  The Board also approved initial funding of the BGI account by transferring assets from the Passively Managed Large Cap fund to the BGI account as provided in the Annual Investment Plan.  The Panel completed a satisfactory on-site due diligence visit, and a contract with BGI is near completion.  Since the Board’s last action on this matter, Mercer conducted an analysis of transferring the assets from one commingled fund to another commingled fund and recommended to the Panel that a transition manager be used to affect the transfer.  The Panel met on February 24, 2004, and reviewed Mercer’s analysis of the transition.  The Panel concurred with the analysis and recommends that the Board authorize the Director of the South Carolina Retirement Systems to execute a contract and any necessary documents with a manager as recommended by Mercer to transition assets to the BGI account as provided in the Annual Investment Plan.  A memorandum providing additional information is attached to this item for reference.


Upon a motion by Mr. Patterson, seconded by Mr. Eckstrom, the Board, acting as the Trustees for the South Carolina Retirement Systems, authorized the Director of the South Carolina Retirement Systems, or her designee, upon approval for legal sufficiency by the Office of General Counsel, to execute a contract and any other necessary documents with a manager as recommended by Mercer Investment Consulting, Inc., to transition assets in the Passively Managed Large Cap fund to Barclays Global Investors as set forth in the Annual Investment Plan.


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

Retirement Systems Investment Panel:  Portfolio Transition Management Services (Reg. #2)

The State Retirement Systems Investment Panel (Panel) recommends that the Budget and Control Board (Board) authorize the Panel to conduct searches for additional managers in the smaller cap asset class and approve the recommended search criteria.

The Panel met on February 24, 2004, and reviewed the status of the equity portion of the South Carolina State Retirement Systems’ portfolio.  The Panel will meet again on April 13, 2004, to reassess the long-term investment strategy and target allocations and also to adopt the Annual Investment Plan for Fiscal Year 2004-2005.  The Panel anticipates recommending adjustments to the asset allocations which will require additional smaller cap managers.  The Panel recommends that the Board authorize the Panel to conduct searches to identify candidates for recommendation to manage assets in the smaller cap asset class in the value, growth, and core strategies.  In addition to identifying the need to conduct a broad search for smaller cap managers, the Panel discussed the manager screening criteria and recommends that the Board adopt the search criteria to be used in the manager searches for these mandates.  A memorandum providing additional information is attached to this item for reference.


Upon a motion by Mr. Patterson, seconded by Mr. Eckstrom, the Board, acting as the Trustees for the South Carolina Retirement Systems, authorized the Panel to conduct searches in the smaller cap asset class to identify additional managers for recommendation to the Board in the value, growth, and core strategies and adopt the search criteria to be used in the searches as recommended by the Panel.


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

Adoption of Agenda

Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board adopted the Budget and Control Board agenda as proposed.  

Minutes of Previous Meeting


The Board approved the minutes of the January 29, 2004, Budget and Control Board meeting, and, acting as the Tobacco Settlement Revenue Management Authority, approved the minutes of the January 29, 2004, Authority meeting.
Blue Agenda


Upon a motion by Mr. Patterson, seconded by Senator Leatherman, the Board approved the blue agenda items #1 and #2; upon a motion by Governor Sanford, seconded by Mr. Patterson, the Board carried over blue agenda item #3(a); and upon a motion by Senator Leatherman, seconded by Mr. Eckstrom, the approved the remainder of the blue agenda.  Blue agenda items are identified as such in these minutes.

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

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

CONDUIT ISSUES:

	Description 

of Issue
	Agency/Institution 

(Borrower)
	Borrower’s 

Counsel
	Issuer’s 

Counsel

	$10,000,000 Anderson Metals, Inc.
	South Carolina Jobs Economic Development Authority
	Nexsen Pruet Jacobs & Pollard
	Haynsworth Sinkler Boyd

	$13,750,000 Republic Services of South Carolina, LLC
	South Carolina Jobs Economic Development Authority
	Nexsen Pruet Jacobs & Pollard
	Haynsworth Sinkler Boyd

	$15,400,000 Carolina Piedmont Foundation
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	Nexsen Pruet Jacobs & Pollard

	$8,000,000 Cannon Memorial Hospital
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	Howell & Linkous


OTHER REVENUE ISSUES:

	Description of Issue
	Agency/Institution
	Approved Bond Counsel

	$30,900,000 Housing Revenue Bonds
	University of South Carolina
	Haynsworth Sinkler Boyd



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

General Services Division:  Easements (Blue Agenda Item #2) 

The Board approved the acceptance of access and utility easements by the Medical University of South Carolina (MUSC) and the Board’s Chief Information Office (CIO) in accordance with Code Section 1-11-65 as follows:

	(a)
	County Location:
	Charleston County

	
	From:
	MUSC

	
	To:
	MUSC and Budget & Control Board’s CIO

	
	Consideration:
	$1.00

	
	Description/Purpose:
	For access and utility easement for Charleston Center Drive.


	(b)
	County Location:
	Charleston County

	
	From:
	MUSC

	
	To:
	MUSC and Budget & Control Board’s CIO

	
	Consideration:
	$1.00

	
	Description/Purpose:
	For access and utility easement for North Access Drive.


	(c)
	County Location:
	Charleston County

	
	From:
	Department of Veterans Affairs

	
	To:
	MUSC

	
	Consideration:
	$1.00

	
	Description/Purpose:
	For access and utility easement for Bravo Street.


	(d)
	County Location:
	Charleston County

	
	From:
	Department of Veterans Affairs

	
	To:
	Budget & Control Board’s CIO

	
	Consideration:
	$1.00

	
	Description/Purpose:
	For utility easement for Bravo Street



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

General Services Division:  Property Transactions (Blue Agenda Item #3)

The Division of General Services recommended approval of the following property conveyance:

	(a)
	Agency:
	Department of Disabilities and Special Needs

	
	Acreage:
	69.49± acres

	
	Location:
	Off US Hwy 21 adjacent to the Midlands Center

	
	County:
	Richland

	
	Purpose:
	To sell surplus real property to Richland School District One to be the site of a new high school

	
	Appraised Value plus costs:
	$1,231,613 as of 6/3/03

	
	Price/Purchaser:
	Not less than appraised value plus appraisal costs/Richland School District One

	
	Disposition of Proceeds:
	To be retained by Department of Disabilities and Special Needs

	
	Approved By:
	N/A


The Board agreed to carry over blue agenda item 3(a) concerning a request by the Department of Disabilities and Special Needs to sell surplus real property to Richland School District One to be the site of a new high school.

The Board approved the following property conveyance as recommended by General Services:

	(b)
	Agency:
	Vocational Rehabilitation

	
	Acreage:
	.4067± acres and a 2,809 square foot office building

	
	Location:
	122 West College Avenue, Hartsville

	
	County:
	Darlington

	
	Purpose:
	To dispose of surplus real property

	
	Appraised Value:
	$195,000 as of 10/27/03

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

	
	Disposition of Proceeds:
	To be retained by Vocational Rehabilitation

	
	Approved By:
	N/A


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

General Services Division:  Reporting of Previously Approved Real property Lease-outs by the Forestry Commission (Blue Agenda Item #4)

The following transactions were reported as information pursuant to the Board’s procedures approved on June 18, 1998, for real property leases.  The General Services Division received no objection from any Board member on the following lease-outs requested by the Forestry Commission and approved the leases accordingly:
(a)
Lease of a tower residence at 363 Fire Tower Road, Neeses, SC, to Mr. Timothy Reason, for one year, with an annual rent of $3,900, and annual renewals.

(b)
Lease of a tower residence at 5977 North Fraiser Road, Georgetown, SC, to Mr. Justin Hall, for one year, with an annual rent of $4,500, and annual renewals; and

(c)
Lease of a tower residence at 216 Fire Tower Road, Union, SC, to Ms. Amber Wentz, for one year, with an annual rent of $3,900, and annual renewals.

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

Procurement Services Division:  Procurement Audits and Certification (Blue Item #5)

In accord with Section 11-35-1230 of the South Carolina Consolidated Procurement Code, the Board received as information reports that the Procurement Services Division has reviewed the procurement systems of the Legislative Audit Council and the Public Service Commission.  Certification above the $25,000 limit authorized by the Board on November 12, 2003, was not requested.

In accord with Section 11-35-1210, the Board approved procurement certification for the following limits (total potential purchase commitment whether single- or multi-year contracts are used):

Office of the Comptroller General (for a period of three years):  goods and services, $10,000* per commitment; information technology, $10,000* per commitment; and

Labor, Licensing and Regulation (for a period of three years):  goods and services, $50,000* per commitment; consultant services, $50,000* per commitment; information technology, $50,000* per commitment.

*  Total potential purchase commitment whether single or multi-term contracts are used.

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

Office of State Budget:  Group 44 Capital Improvement Bond Draw Schedule (Blue Item #6)
State agencies and institutions have rescheduled their capital improvement bond draw requests for Priority Group 44 (January - June 2004) and after, based on December 31, 2003 bond balances.  The bond draw schedule includes agencies’ rescheduling of bond funds for all capital improvement bond authorizations.  Agencies drew $25.5 million in Group 43 (July – December 2003), or 47.1% of the $54.1 million requested for draw.  In rescheduling their draws at this time, agencies are requesting authority to draw $43.6 million in Group 44, with remaining funds scheduled for draw in future periods.

Under Code Section 2-47-35, no project authorized in whole or in part for capital improvement bond funding may be implemented until funds can be made available and until the Joint Bond Review Committee, in consultation with the Budget and Control Board, establishes priorities for the funding of the projects.  With this schedule, the Budget and Control Board is specifically asked to approve the following actions:

1)
Approve the release of Group 44 capital improvement bond funds in the amount of $43.6 million.

2) Approve the future draws of all Group 44 projects until such time as another rescheduling is done by the agencies and approved by the Budget and Control Board.  The next rescheduling is anticipated to occur in late July 2004 for approval by the Board shortly thereafter.
The Group 44 Bond Draw Schedule was approved by the Joint Bond Review Committee at its meeting on February 19, 2004.

The Board approved the release of Group 44 capital improvement bond funds in the amount of $43.6 million and approved future draws for all Group 44 projects until the next rescheduling is approved

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

Office of State Budget:  Permanent Improvement Projects (Blue Agenda Item #7)


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


(a)
Summary 5-2004:  JBRC Item 1.  USC – Columbia

Project:
9993, Circuit #1 Electrical Distribution Upgrades


Request:
Establish project and budget ($500,000 Other, Deferred Maintenance Allocation funds) to upgrade Circuit #1 of the electrical distribution system on USC’s Columbia campus.  The work will include replacing cables and switches which feed the Humanities, Gambrell, East Energy, Business Administration, Capstone, and Columbia Hall buildings and buildings located on Gibbes Green.  The cable and switches are more than 30 years old, have deteriorated and are no longer reliable.  Planned replacement of an entire circuit improves reliability and is more cost effective than addressing individual failures as they occur.  The total projected cost for this project is $500,000.

(b)
Summary 5-2004:  JBRC Item 2.  USC – Columbia


Project:
9994, Circuit #2 Electrical Distribution Upgrades


Request:
Establish project and budget ($250,000 Other, Deferred Maintenance Allocation funds) to upgrade Circuit #2 of the electrical distribution system on USC’s Columbia campus.  The work will include replacing primary feed cables and switches which serve Longstreet Theater and McBryde Quadrangle.  The cable and switches are more than 30 years old, have deteriorated and are no longer reliable.  Planned replacement of an entire circuit improves reliability and is more cost effective than addressing individual failures as they occur.  The total projected cost for this project is $250,000.

(c)
Summary 5-2004:  JBRC Item 3.  USC – Columbia

Project:
9995, Circuit #4 Electrical Distribution Upgrades

Request:
Establish project and budget ($525,000 Other, Deferred Maintenance Allocation funds) to upgrade Circuit #4 of the electrical distribution system on USC’s Columbia campus.  The work will include replacing primary feed cables and switches which serve the College of Science and Mathematics, the Law Center, and Computer Services.  The cable and switches are more than 30 years old, have deteriorated and are no longer reliable.  Planned replacement of an entire circuit approves reliability and is more cost effective than addressing individual failures as they occur.  The total projected cost for this project is $525,000.


(d)
Summary 5-2004:  JBRC Item 4.  Medical University

Project:
9679, Lockwood Boulevard Parking Lot Improvements

Request:
Increase budget to $1,035,000 (add $335,000 Excess Debt Service funds) to add 100 additional parking spaces at an existing 300-space parking lot adjacent to the Harborview Office Tower at MUSC.  The additional parking will include a paved entryway onto the site and gravel parking spaces.  In addition, a small bridge will be constructed to cross a creek that separates the proposed 100-space lot from the existing adjacent parking area.  These spaces were originally planned when the project was approved in 1998, but were not done because of budget constraints.  The additional parking is needed now to replace spaces that have been or will be displaced by new construction.  The total projected cost for the 400-space parking lot is $1,035,000.


(e)
Summary 5-2004:  JBRC Item 5.  Medical University


Project:
9760, Department of Family Medicine Clinic Renovation

Request:
Establish project and budget ($325,000 Other, University Revenue funds) to renovate approximately 14,380 square feet of space in the Department of Family Medicine Clinic at the Medical University to provide new business offices, waiting rooms, service provider work rooms, and other facility improvements.  Currently, the business offices and waiting areas are located in former exam rooms.  They are not adequately sized to meet demands or function efficiently.  MUSC’s Occupational Safety staff has cited the clinic for code violations regarding entrances and exits that need to be corrected.  The total projected cost for this project is $325,000.


(f)
Summary 6-2004:  JBRC Item 8.  USC – Columbia

Project:
9932, Columbia Campus Food Service Facilities Renovation/Expansion

Request:
Increase budget to $5,744,904 (add $750,000 Other, Institutional Capital Project Funds) to renovate and expand the food service infrastructure serving the Russell House, the Humanities area and 1600 Hampton Street at USC.  This includes providing adequate electrical, plumbing and HVAC to allow occupancy of the space by food vendors and proper operation of installed equipment.  In the Russell House, an additional food service area will be upgraded and the outside dining area will be expanded.  In the Humanities area, capacity will be increased and additional outside dining will be provided.  At 1600 Hampton Street, renovations will address building usage and HVAC shortfalls.  The total projected cost for this project, addressing 13 food service locations, is $5,744,904.


(g)
Summary 6-2004:  JBRC Item 10.  USC – Columbia 


Project:
9996, 300 Main MEMS/NEMS Laboratory Construction


Request:
Establish project and budget ($500,000 Other, Indirect Cost Recovery funds) to construct an approximately 2,400 square foot state-of-the-art Micro-Electro-Mechanical Systems/ Nano-Electro-Mechanical Systems (MEMS/NEMS) Laboratory at 300 Main Street at USC.  Development of the lab will accelerate and support USC’s strategic direction in cutting edge research.  The lab will include a 2,400 square foot modular cleanroom with necessary accessories and will require renovations to the mechanical and electrical systems, ceilings and floors.  The total projected cost for this project is $500,000.


(h)
Summary 6-2004:  JBRC Item 13.  Medical University


Project:
9746, Campus Wide Storm Damage Mitigation

Request:
Increase budget to $1,731,417 (add $781,000 Other, FEMA and Emergency Management Division funds) to revise the scope for installation of flood barriers at the Rutledge Tower Building and to continue flood barrier work on the Clinical Sciences Building at MUSC.  Flood barriers protect ground level infrastructure, including boilers, chillers, and generators, during storm tides that, in turn, help keep the facilities operational.  Federal funds from FEMA through the Office of the Adjutant General’s Emergency Management Division have been awarded to do this and other storm drainage mitigation work.  MUSC had originally requested approximately $4 million for storm mitigation work through FEMA’s program that awards grant funds as they become available.  The total projected cost for this project is $1,731,417.

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

Office of State Budget:  Property Transaction (Blue Agenda Item #8)


The Board approved the following property acquisitions:

	Agency:
	College of Charleston

	Acreage:
	.28± acres (12,212 square feet)

	Location:
	13,15 and 17 Burns Lane in Charleston

	County:
	Charleston County

	Purpose:
	To acquire contiguous property for expansion of the Physical Education and Athletic Complex.

	Appraised Value:
	$2,080,000

	Price/Seller:
	$1,800,000/Meeting & Burns, a SC Partnership

	Source of Funds:
	Capital Improvement Bonds

	Project Number:
	H15-9567

	Environmental Study:
	Approved

	Additional Annual Op Cost/SOF:
	Construction for the Physical Education and Athletic Complex is estimated at $36 million and will be paid from various sources.  Additional annual operating costs when construction is complete are estimated at $750,000 and will be absorbed by the existing budget. 

	Approved By:
	CHE on1/14/04 and JBRC on 2/19/04



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

Executive Director:  Revenue Bonds (Blue Agenda Item #9)

Approved the following proposals to issue revenue bonds:


a.
Issuing Authority:
Abbeville County



Amount of Issue:
$13,000,000 Hospital Facilities Revenue Bonds



Allocation Needed:
-0-



Name of Project:
Abbeville County Memorial Hospital

Employment Impact:
approximately 180 full-time (plus 120 part-time) jobs to be retained

Project Description:
constructing and equipping a new 28-bed general acute care hospital facility in replacement of existing facility



Bond Counsel:

Robert S. Galloway, III, Haynsworth Sinkler Boyd, P.A.



(Exhibit 11)


b.
Issuing Authority:
Florence County

Amount of Issue:
Not Exceeding $150,000,000 Hospital Facilities Revenue Bonds, Series 2004, (approximately $12,415,000 refunding involved)



Allocation Needed:
-0-



Name of Project:
McLeod Regional Medical Center of the Pee Dee, Inc.


Employment Impact:
N/A (hospital facility)

Project Description:
constructing, furnishing, and equipping seven additional floors on the Hospital’s existing Women’s Pavilion; constructing, furnishing, and equipping a new Inpatient Hospice Facility; purchasing equipment to be used by the Hospital at its Florence County hospital facilities and constructing various improvements to such hospital facilities

Bond Counsel:
Benjamin T. Zeigler, Haynsworth Sinkler Boyd, P. A.



(Exhibit 12)


c.
Issuing Authority:
Laurens County

Amount of Issue:
Not to Exceed $2,500,000 Special Source Revenue Bonds

Allocation Needed:
-0-

Name of Project:
Sterilite Corporation of SC

Employment Impact:
not less than 300 new, full-time jobs

Project Description:
acquisition of real property; relocation and construction of sewer, power, gas and water lines; relocation and widening of certain roads; and the construction of a railroad spur and side tracks in connection with Sterilite Corporation of South Carolina’s construction of a $40,000,000 manufacturing facility in Laurens County

Bond Counsel:
Michael W. Burns, McNair Law Firm, P.A.



(Exhibit 13)


d.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
Up to $20,750,000 Economic Development Revenue Bonds ($13,750,000 refunding involved; previously approved in 2000 for $4,750,000 and in 2003 for $9,000,000)

Allocation Needed:
$7,000,000

Name of Project:
Republic Services of South Carolina, LLC

Employment Impact:
retain employment for approximately 8 people and in Union County and creation of approximately 308 jobs statewide and 4 new jobs indirectly

Project Description:
$7,000,000 improvements and equipment to dispose of municipal and industrial waste at the borrower’s existing landfill facilities in Union County; $13,750,000 to refund bonds previously issued to fund landfill facilities in the City of Greenville and in Union County

Bond Counsel:
April C. Lucas, Nexsen Pruet Adams Kleemeir, LLC



(Exhibit 14)


Information relating to this matter has been retained in these files and is identified as Exhibits 11 through 14, respectively.

Office of State Budget:  Notification of Potential Agency Deficits (Regular Session Item #1)

The South Carolina Department of Corrections, the South Carolina Department of Juvenile Justice, and the State Election Commission notified the Office of State Budget of potential general fund deficits for FY 2003-04.  The projected agency deficits are as follows:




  Department of Corrections    
$ 21,415,306




  Department of Juvenile Justice
     1,007,170




  State Election Commission

     3,100,000



                                                
$ 25,522,476
Proviso 63.18 of the FY 2003-04 Appropriation Act sets forth procedures for addressing potential agency general fund deficits.  Upon recognizing the potential for a deficit, the agency, in consultation with the Budget and Control Board is directed to develop a plan to eliminate or reduce the projected deficit.  If the Board finds that the cause and likelihood of a deficit is unavoidable and beyond the agency's control, the Board may recognize a deficit, and upon doing so, shall notify the General Assembly of its determination.



A.  Department of Corrections

The Department of Corrections has ended the last two fiscal years with operating deficits of $6.6 million and $27.7 million and is projecting a FY 2003-04 year-end deficit of $23.7 million.  The Department has worked with the Office of State Budget since October 2003 to develop a management plan to reduce its projected shortfall.  Following an analysis of expenditures and “Other Funds” revenue by the Budget Office, the most recent budget projection indicates a shortfall of  $21,415,306.  

The Department’s general fund expenditures for FY 2001-02 and FY 2002-03 totaled $282.7 million and $282.2. million, respectively.  The Department’s FY 2003-04 adjusted appropriation of $257.8 million comes while the prison system population continues to grow.  The Department has continued to implement cost containment measures that have slowed the growth of expenditures.  These include:  triple celling of inmates; hiring freeze of all non- security, medical and food service positions; agency reorganization; establishing co-pay for inmate prescriptions; closing the headquarters cafeteria; eliminating one day each week  of state-wide transportation; and producing as many food products as possible “in-house”.

The Department’s mission of protecting the public, its staff and inmates cannot be achieved at the current level of appropriations with the system’s growing inmate population.  Long-term solutions to the Department of Correction’s budget problems will have to include a review of the state’s current correctional practices and policies along with the agency’s cost containment initiatives.

B.  Department of Juvenile Justice

The South Carolina Department of Juvenile Justice is reporting a potential general fund operating deficit of $1,007,170.  The reason for the deficit is due to Law Enforcement Surcharge revenue authorized under Proviso 73.3 falling short of projections.  DJJ was authorized to receive 22.10% of the surcharge revenue, approximately $5.4 million, for the Coastal Evaluation Center, Assault Prevention and other federal lawsuit related issues.  DJJ estimates that it will only receive $2.654 million or 49.1% of the amount originally projected for FY 2003-04.

The Department of Juvenile Justice for thirteen years has been operating under federal court supervision due to a lawsuit being brought against the Department concerning overcrowding within it facilities.  In FY 2002-03, the Department began operating the 72-bed Coastal Evaluation Center as part of the court approved remedial plan to close the Columbia Reception and Evaluation Center.  Operating costs for the Coastal Evaluation Center were projected to be $4,699,842.  During the FY 2003-04 budget session, full funding for the operating cost for the Coastal Evaluation Center was authorized from Proviso 73.3 (Law Enforcement Funding) which assessed a twenty-five dollar surcharge on all fines, forfeitures, escheatments, or other monetary penalties imposed in general sessions, magistrates’ or municipal court for misdemeanor traffic offenses or for non-traffic violations.  Revenue receipts from this proviso are estimated to be only $2.654 million in FY 2003-04.


In order to minimize the projected deficit, DJJ management has implemented cost containment measures.  The measures include holding vacant positions open as long as possible, procurement of only critical equipment and supplies, reduction of travel expenditures and review of all contracts and expenditure requests.  DJJ continues to review all earmarked-special revenue operating accounts to identify possible other sources of revenue that could be used to further reduce the deficit.

C.  State Election Commission

The State Election Commission is projecting a potential general fund deficit for FY 2003-04 in an amount not to exceed $3.1 million.

On June 8, 2004, the State Election Commission in accordance with Section 7-13-15 of the Code of Laws of South Carolina, 1976, will conduct statewide primaries and any necessary run-offs.  The Commission brought forward into FY 2003-04 general funds of $1,090,250 for primary elections.  However, Proviso 62.13 of the FY 2003-04 Appropriation Act allows the agency to use excess funds to match the federal Help America Vote Act program (HAVA).  The Commission anticipates receiving approximately $11.5 million of federal funds by June 30, 2004.  The $1 million carry forward amount less the required HAVA match of $700,000 will leave $300,000 available for the cost of primary elections.

The Commission has estimated that the statewide primaries may cost up to $4 million.  Historically, the cost to conduct statewide primaries has been approximately $2.4 million.  However, the Commission has anticipated the additional costs due to new procedures in voting, increased registration of new electors and the potential by the county election commissions to use the maximum number of poll managers on election day.  
Using the estimated cost of $4 million less a carry forward amount of $300,000 and filing fees of $600,000 results in a deficit up to $3.1 million.


Upon a motion by Senator Leatherman, seconded by Mr. Patterson, the Board Pursuant to Proviso 63.18 of the FY 2003-04 Appropriation Act, took the following actions concerning projected agency general fund deficits for the South Carolina Department of Corrections, the Department of Juvenile Justice, and the State Election Commission:

A.  Found that the operating deficits are unavoidable and due to factors which                       are wholly outside the control of the agencies;

B.  Recognized the operating deficits not to exceed the following amounts:

Department of Corrections           $   23,700,000

Department of Juvenile Justice
 1,007,170



State Election Commission                  3,100,000

                                                                  $   27,807,170

C.  Directed that notification of the potential agency general fund deficits be given to the presiding officer of the House and Senate; and

D.  Directed the Office of State Budget to work with these agencies to reduce the 
                  deficits;

Information relating to this matter has been retained in these files and is identified as Exhibits 15.
Retirement Division:  Systems Experience Studies (Regular Session Item #2)

A.  Systems Experience Studies
Once every five years, an experience study is conducted for the South Carolina Retirement System (SCRS), the Police Officers Retirement System (PORS), and the Judges and Solicitors Retirement System (JSRS). The experience study provides the information necessary to compare the actual experience of the systems to the assumptions being made. The consulting actuary for the Retirement Systems provides recommendations for adjustments to the assumptions that will enable the systems to continue to be funded properly. The experience study is conducted in accordance with South Carolina Code of Laws Sections 9-1-250, 9-11-30(5), and 9-8-30(4).

B.  Increasing Employer Contribution Rate for Local Government Employers to 7.55%
All state agencies and school districts currently pay an employer contribution rate of 7.55%. Local governments currently pay an employer contribution rate of 6.7 %. Gabriel, Roeder, Smith and Co., actuaries to the Retirement Systems, can determine no actuarial basis for the difference in contribution rates, as the same benefit structure applies to state employees and general employees of local government. 


Upon a motion by Mr. Patterson, seconded by Mr. Eckstrom, the Board changed the contribution rate for local government entities to 7.55 %, to be consistent with all state agencies and school districts to be effective July 1, 2005; and carried forward a request to adopt changes to assumptions as indicated by the Experience Report and defer action on JSRS employer contribution rate pending outcome of legislative proposal.

[Secretary’s Note:  The Board agreed later to meet in April 2004 to consider the systems experience studies.]

Information relating to this matter has been retained in these files and is identified as Exhibits 16.
[Secretary’s Note:  Mr. Harrell joined the Board meeting during the discussion of this item after having attended to legislative matters in House of Representatives   Senator Leatherman left the meeting at this point to attend to legislative matters in the Senate.]
Office of State Budget:  Permanent Improvement Projects (Regular Session Item #3)


Upon a motion by Governor Sanford, seconded by Mr. Eckstrom, the Board approved the following permanent improvement project establishment requests and budget revisions which were reviewed favorably by the Joint Bond Review Committee:

(a) Summary 6-2004:  JBRC Item 1.  Adjutant General


Project:
9702, EMD Sleeping Quarters and Dining Facility Construction


Request:
Establish project and budget ($358,050 Federal, FEMA funds) to construct a 3,000 square foot addition to the Pine Ridge Armory to house and feed approximately 75 to 100 people working with the Emergency Management Division during emergency operations.  The facility will be constructed of concrete masonry with a brick veneer and a metal roof.  The space will include a small dining area and will be connected to the emergency generator for emergency power.  Currently, no sleeping facilities are available at Pine Ridge for use during emergency situations.  The total projected cost for this project is $358,050.  (See Attachment 1 of agenda item for additional annual operating costs.)
(b) Summary 6-2004:  JBRC Item 2.  College of Charleston

Project:
9580, Science Center Renovation and Construction

Request:
Increase budget to $10,782,000 (add $1,782,000 Federal, NASA funds) to include additional federal funding awarded by NASA to the College of Charleston for the renovation of the existing 107,000 square foot Science Building.  The construction and renovation project was expected to occur in two phases, but now the College is evaluating the renovations that might be done with existing funding.  Currently, Phase I will include the construction of an approximately 152,000 square foot new Science Building estimated to cost $35 million.  Phase II will include the renovation of the existing 107,000 square foot Science Building estimated to cost $10 million.  (See Attachment 2 of agenda item for additional annual operating costs.)
(c)
Summary 6-2004:  JBRC Item 3.  College of Charleston

Project:
9600, McConnell Residence Hall Renovation

Request:  Increase budget to $3,000,000 (add $2,000,000 Housing Revenue Bond funds) to renovate the 55,196 square foot McConnell Residence Hall at the College of Charleston.  The 24-year-old residence hall has not had a major renovation since its construction.  An evaluation of the facility revealed the need for more work than originally anticipated.  The renovation will include repairing the exterior brick, replacing windows, doors and furniture, refurbishing the interior, upgrading the plumbing and the security, fire and life safety systems, and installing a sprinkler system.  The total projected cost for this project is $3,000,000.
(d) Summary 6-2004:  JBRC Item 4.  College of Charleston

Project:
9603, Craig Hall HVAC and Interior Renovation

Request:
Increase budget to $2,500,000 (add $1,250,000 Housing Revenue Bond funds) to replace the HVAC system, which is original to the building, and renovate the interior of Craig Hall at the College of Charleston.  An engineering study of the HVAC revealed that more extensive work was needed to replace the system than originally expected.  The dual-use nature of the building as a dormitory and food service facility and the age of the system requires replacing the entire system to ensure the health, safety, and comfort of the occupants.  The total projected cost for this project is $2,500,000.

(e) Summary 6-2004:  JBRC Item 5.  College of Charleston

Project:
9606, Stern Student Center Expansion and Renovation

Request:
Increase budget to $5,000,000 (add $4,650,000 Institution Bond funds) to renovate the 49,000 square foot Stern Student Center at the College of Charleston.  The building was constructed in 1975 for an enrollment of 5,000 fulltime students and enrollment is now twice that size.  The existing facility has inadequate space for student organizations, meetings, lounge areas, and food service and is poorly organized and uninviting.  The proposed renovation includes closing in an open breezeway on the ground floor, adding a clearer entrance façade, isolating the pool area from the rest of the building and creating a separate pool entrance.  Interior renovations include building a floor in the two-story ballroom to create additional space, adding an elevator, making ADA improvements, and renovating the third and fourth floors to expand the fitness area, add game rooms, and replace the ballroom.  The total projected cost for this project is $5 million.

(f) Summary 6-2004:  JBRC Item 6.  College of Charleston

Project:
9609, Site Development

Request:
Establish project and budget ($1,000,000 Other, Institutional Capital Project Funds) to begin implementation of the grounds and streetscape portion of the College of Charleston’s Campus Master Plan.  The plan recommends improvements to the external areas of the campus that will improve fire safety, circulation, and functionality of the campus.  The first phase will include removing trees and hedges, improving drainage and lighting, and replacing some grassy areas with brick and bluestone hardscape.  The total projected cost for this project is $5 million and funds will be added annually as they become available.

(g) Summary 6-2004:  JBRC Item 7.  USC – Columbia

Project:
9912, Sumwalt College Nano Center Renovation

Request:
Increase budget to $3,369,620 (add $1,500,000 Other, Departmental Research funds) to renovate approximately 8,000 square feet on the first floor of USC’s Sumwalt College Nano Center to upfit space for a new researcher.  The project was established to upfit approximately 20,000 square feet of space for general administrative offices, researcher’s offices, a seminar room, and eight labs for the USC Nano Center, to be finished when researchers were hired.  This increase will fund the renovation of general lab space into a specific lab design for a new researcher hired by the Endowed Chairs Program and his research team.  The total projected cost of this specific lab renovation directed toward nanoelectronics research is $1,524,000.

(h) Summary 6-2004:  JBRC Item 9.  USC – Columbia

Project:
9969, Bull Street Parking Garage Addition

Request:
Increase budget to $11,000,000 (add $10,550,000 Parking Revenue Bond funds) to construct an addition to the Bull Street Parking Garage at USC to provide approximately 900 to 1,000 additional parking spaces.  The addition to the garage, located in the center of campus, is needed to address an estimated shortage of approximately 2,300 parking spaces at the urban University.  The total projected cost for this project is $11 million.  (See Attachment 3 of agenda item for additional annual operating costs.)

(i) Summary 6-2004:  JBRC Item 11.  USC – Columbia

Project:
9997, Russell House Improvements

Request:
Establish project and budget ($1,200,000 Other, Institutional Capital Project Funds) to make various facility repairs and upgrades to complement recent renovations to the food service facilities and continue modifications to improve the functionality of the Russell House at USC.  Improvements will include modifications to the ramp on the north side of the building, modifications to walks from the Greene Street Crosswalk to the North Plaza, replacement of windows on the third floor west wing, patching and painting of the concrete façade, upgrades to the fire alarm system, and HVAC improvements.  The total projected cost for this project is $1,200,000.

(j) Summary 6-2004:  JBRC Item 12.  Winthrop University

Project:
9524, Peabody Health & Physical Education Center Construction

Request:
Increase budget to $21,400,000 (add $17,000,000 Capital Improvement Bond and Institution Bond funds) to demolish the existing Peabody building and construct an approximately 130,000 square foot facility that will house the Health and Physical Education Center.  The existing building, with portions dating to 1951, is physically and functionally obsolete.  The proposed new building will be centrally located on campus and will serve instructional purposes as well as provide a full service health and wellness center.  Winthrop has requested capital improvement bond funding for this project since 1999.  With the uncertainty of bond funding, the University proposes to use its institution bond capacity to fund the remainder needed to construct the facility.  The total projected cost for this project is $21.4 million.  (See Attachment 4 of agenda item for additional annual operating costs.)

(k) Summary 6-2004:  JBRC Item 14.  Technical & Comprehensive Education

Project:
9880, Greenville – Northwest Campus Construction

Request:
Establish project and budget ($1,618,000 Other, Local funds) to begin phase one of a two-phase project to establish a permanent campus in Northwestern Greenville County for Greenville Tech.  Phase one will consist of architectural and engineering design and site development work for the first building.  Phase two will consist of the construction of an 80,000 to 90,000 square foot main building to house administration, student affairs, classrooms, labs and other public areas.  Northwest Campus programs are currently housed in temporary leased space that is unsuitable for long-term occupancy.  The College purchased approximately 169 acres in the Berea area in 2003 as the permanent site for the Northwest Campus.  The total projected cost for this two-phase project is $10 million.  (See Attachment 5 of agenda item for additional annual operating costs.)

(l) Summary 6-2004:  JBRC Item 15.  Technical & Comprehensive Education

Project:
9881, Horry-Georgetown – Allied Health Wing Construction – Georgetown Campus

Request:
Establish project and budget ($2,004,910 Other, Private and Local funds) to construct a 9,000 square foot addition and renovate 3,400 square feet at Horry-Georgetown Tech’s Allied Health building.  The area to be renovated is general classroom space that will be reconfigured.  The addition will consist of an operating room, two x-ray rooms, three nursing labs, a distance learning lab, a science lab, and two or more classrooms.  Georgetown County is in great need of trained allied health workers and the demand far exceeds the supply.  The local hospital has been importing workers from out of the country. The total projected cost for this project is $2,004,910.  (See Attachment 6 of agenda item for additional annual operating costs.)

(m) Summary 6-2004:  JBRC Item 16.  Technical & Comprehensive Education

Project:
9882, Spartanburg – Academic/Library Building Construction – Phase I

Request:
Establish project and budget ($5,300,000 Other, Special College Funds) to construct an approximately 43,358 square foot library as phase one of a two-phase project to construct an approximately 75,000 square foot academic/library building at Spartanburg Tech.  The College is concerned with the condition of the current library and needs the project completed prior to SACS reaccreditation in 2006.  The local area commission has arranged local financing for the project to be supported by student fees.  The College will continue to seek state funding for phase two of the project, which will add an additional 30,000 square feet of academic space.  The total projected cost of this phase is $5,300,000 and of the two-phase project is $11,225,000.  (See Attachment 7 of agenda item for additional annual operating costs.)

(n) Summary 4-2004:  JBRC Item 17.  Department of Natural Resources


Project:
9863, Georgetown – Sampit River Park Boat Landing Construction


Request:
Establish project and budget ($762,000 Other, Georgetown County and PRT funds) to construct a sport and tournament fishing event facility on the Sampit River in Georgetown.  The facility will include 170 car and trailer parking spaces, 160 car and spectator parking spaces, six boat launch lanes, four boat boarding docks, a boating event dock, and restrooms.  The facility will be used for both fresh and saltwater tournaments.  Initial funding will provide for engineering services and soil stabilization prior to construction.  The total projected cost for this project is $4 million.

Information relating to this matter has been retained in these files and is identified as Exhibit 17.

Office of State Budget:  Department of Social Services Fee Schedule (Regular Item #4)

Proviso 13.10 of the FY 2003-04 Appropriation Act authorizes the Department of Social Services (DSS) to charge fees for social services under their direct responsibility based on a fee schedule approved by the Budget and Control Board.

The Department of Social Services is seeking Budget and Control Board approval to charge fees for regulatory services provided to certain day care facilities, central registry checks for individuals who have committed acts of abuse or neglect against a child, services related to adoption of children from other countries and for court ordered home studies in cases where DSS is not involved.  DSS estimates that these fees would generate approximately $857,571 annually.

DSS regulates child day care facilities across the state pursuant to South Carolina Code Section 20-7-2700 et seq.  The Department expends approximately $3,317,572 annually to regulate 3,563 day care facilities.  DSS also maintains a system for the identification of perpetrators of abuse and neglect who have been identified by the courts.  Requests for Central Registry checks have ranged from 26,000 to 32,000 per year.  The cost of conducting these checks is approximately $272,599.

Section 20-7-1980 requires DSS to perform intercountry and interstate adoptions under the Interstate Compact for the Placement of Children.  DSS completes approximately 1,448 such cases per year at a cost of approximately $334, 950.  Additionally, Family Courts order DSS to perform home studies for divorce custody cases.  DSS estimates the cost to complete a home study, prepare a report and to testify in court is between $732 and $912 with the total number ranging between 80 and 120 per year.  DSS also licenses group homes, child caring institutions and child placing agencies.  DSS is currently spending $406,750 to license 1,665 such facilities.

DSS does not currently charge for any of the services outlined above.  Fees collected would be used to offset the costs of providing these services to the public.


Upon a motion by Governor Sanford, seconded by Mr. Harrell, the Board approved the Department of Social Services Fee Schedule for regulatory services provided to certain day care facilities, central registry checks for individuals who have committed acts of abuse or neglect against a child, services related to adoption of children from other countries and for court ordered home studies in cases where DSS is not involved.

Information relating to this matter has been retained in these files and is identified as Exhibit 18.

Office of Human Resources:  Lander University Modified Summer Work Schedule Pilot Program (Regular Session Item #5)
Section 8-1-190 of the South Carolina Code of Laws was revised to provide the Budget and Control Board authority to enter into pilot programs to create innovations in State Government.  Section 8-11-15 provides that an agency may vary an employee’s work schedule through the use of alternative scheduling strategies in order to meet an agency’s mission.  In accordance with the provisions in Section 8-1-190 and 8-11-15, Lander University is requesting approval of a modified summer work schedule on a pilot basis which provides for a 4-day workweek during the summer for the University to more closely mirror the summer class schedule.  Lander currently operates with a 4-day class schedule (Monday through Thursday) for summers only.  The proposed pilot work schedule would be Monday through Thursday, for summer class sessions only, beginning mid May and ending mid August annually.  By adopting a 4-day workweek during the summer class sessions, Lander University also anticipates cost savings based on reduced use of utilities.  During the summer class sessions, employees at Lander University will work a modified work schedule for a minimum of 37.5 hours Monday through Thursday, and the University will be closed on Fridays.  Lander’s Board of Trustees has voted on this proposal and unanimously supports the pilot program.  Appearing on behalf of Lander University was Dr. Daniel W. Ball, Lander’s President.
The Board took no action on a request by Lander University to approve a three-year pilot program that provides for a 37.5 hour, 4-day workweek during the summer class sessions (mid May - mid August).

Information relating to this matter has been retained in these files and is identified as Exhibit 19.

Clemson University:  Request to Rescind Exemption from Procurement Code Granted by the Budget and Control Board (Regular Session Item #6)

On December 9, 2003, the Budget and Control Board granted Clemson University an exemption from the Consolidated Procurement Code for the procurement of all supplies, services, architect-engineer services, land surveying services, information technology, and construction/construction management services for the Information Technology Research Center located at the Clemson University International Center for Automotive Research campus in Greenville, South Carolina.  Clemson University indicates that after careful consideration both it and its corporate partner, BMW, believe it is in the best interest of the project to rescind the exemption previously granted by the Board.


Upon a motion by Mr. Harrell, seconded by Governor Sanford, the Board as requested by Clemson University, rescinded the exemption from the Consolidated Procurement Code granted to Clemson University on December 9, 2003, by the Board for the procurement of all supplies, services, architect-engineer services, land surveying services, information technology, and construction/construction management services for the Information Technology Research Center located at the Clemson University International Center for Automotive Research campus in Greenville, South Carolina.  [Secretary’s Note:  This action became effective upon its passage on March 18, 2004.]

Information relating to this matter has been retained in these files and is identified as Exhibit 20.

Future Meeting


The Board agreed to meet at 9:30 a.m. on Tuesday, May 4, 2004, in the Governor’s conference room in the Wade Hampton Building.

Executive Session


Upon a motion by, Governor Sanford, seconded by Mr. Harrell, the Board agreed to consider the following items, which had been published previously, in executive session, whereupon Governor Sanford declared the meeting to be in executive session:

  1.
Executive Director

Economic Development (2004 Ceiling Allocations)

  2.
Retirement Division

Compensation (Department of Commerce)

Report on Matters Discussed in Executive Session 


Following the executive session, the meeting was opened, and the Board voted on the following items that had been discussed during executive session.

(a)
Executive Director:  Economic Development (2004 Ceiling Allocation) (Exec. #1)
Upon a motion by Mr. Harrell, seconded by Mr. Eckstrom, the Board in accord with Code Section 1-11-500 et seq., and upon the recommendation of the Department of Commerce, granted the following tentative ceiling allocations from the local pool:



JEDA, Republic Services of South Carolina, LLC, $7,000,000.

Relating to requests for calendar year 2004 ceiling allocations, the Board authorized shifts as necessary between the state pool and the local pool.
(b)
Retirement Division:  Legal Matter (Retainer of Gergel, Nickles & Solomon and Nexsen Pruett Jacobs & Pollard as Attorney for the Retirement Systems) (Exec. #2)
Upon a motion by Mr. Patterson, seconded by Mr. Eckstrom, the Board, approved retainer of the law firms of Gergel, Nickles & Solomon and Nexsen Pruett Jacobs & Pollard to handle the Howard Duvall appeal and any other administrative appeals involving the interpretation and application of average final compensation statutes at a rate of $125 per hour for partners and $110 per hour for associates.

Adjournment

The meeting was adjourned at 11:30 a.m.


[Secretary's Note:  In compliance with Code Section 30-4-80, public notice of and the agenda for this meeting were posted on bulletin boards in the office of the Governor's Press Secretary and in the Press Room, near the Board Secretary's office in the Wade Hampton Building, and in the lobby of the Wade Hampton Office Building at 11:30 a.m. on Tuesday, March 16, 2004.]

