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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING


May 15, 2007             9:30 A. M.
The Budget and Control Board (Board) met at 9:30 a.m. on Tuesday, May 15, 2007, in the Governor's conference room in the Wade Hampton Office Building, with the following members in attendance:

Governor Mark Sanford, Chairman;

Mr. Thomas Ravenel, State Treasurer;

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

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

Comptroller General Richard Eckstrom participated in the meeting via telephone.


Also attending were Budget and Control Board Executive Director Henry J. White, Chief of Staff William E. Gunn and Division Directors Peggy Boykin and Rich Roberson; Acting General Counsel Steve Van Camp; Governor’s Budget Director Kevin Kibler; Deputy State Treasurer Ed Evans; 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 a meeting of the Tobacco Settlement Revenue Management Authority, the members of which are the Budget and Control Board members, ex officio.]  

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


Upon a motion by Mr. Cooper, seconded by Senator Leatherman, the Board approved the minutes of the March 6, 2007, Budget and Control Board meeting; and, acting as the Educational Facilities Authority for Private, Nonprofit Institutions of Higher Learning, approved the minutes of the March 6, 2007, Authority meeting.
Blue Agenda


Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board approved blue agenda items as noted herein.  Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board agreed to carryover blue agenda item #6 concerning the Patriots Point Development Authority.
State Treasurer:  Bond Counsel Selection (Blue Agenda Item #1)

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

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

	Date STO Approved
	Agency/Institution 

(Borrower)
	Borrower’s 

Counsel
	Issuer’s 

Counsel

	$48,000,000 The Lutheran Homes of South Carolina, Inc.
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	Parker Poe Adams & Bernstein

	$2,000,000 BondTex, Inc.
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	Howell & Linkous

	$12,000,000 YMCA of Coastal Carolina
	South Carolina Jobs Economic Development Authority
	Nexsen Pruet
	McNair Law Firm

	$33,000,000 Various Rural Housing Assisted Projects
	S.C. State Housing Finance & Development Authority
	Howell & Linkous
	Tracey E. Dial, Housing Authority In-House Counsel

	$7,000,000 Hospice of Laurens County
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	McNair Law Firm

	$10,000,000 South Carolina Shrimp Processing & Seafood Company
	South Carolina Jobs Economic Development Authority
	Nexsen Pruet
	Howell & Linkous

	$8,000,000 3M Mermet Corporation
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	Parker Poe Adams & Bernstein

	$145,000,000 CareAlliance Health Services d/b/a Roper St. Francis Health Care
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	McNair Law Firm

	$9,000,000 Watson Engineering, Inc.
	South Carolina Jobs Economic Development Authority
	Nexsen Pruet
	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 8-2007:  JBRC Item 4.  The Citadel
Project:
9593,  Campus Wide Mechanical and Electrical Repairs/Replacements

Request:
Increase budget to $1,003,151 (add $50,000 Other, Maintenance Reserve funds) to provide sufficient funds to replace the cooling tower on Letellier Hall at The Citadel.  The cooling tower is approximately 25 years old and has reached the end of its expected life.  The unit could fail at any time, which would be detrimental to education activities and engineering department operations in the building.  Additional mechanical and electrical work has already been done campus wide as part of this project.  The agency reports the total projected cost of this project is $1,003,151 and annual operating cost savings of $50,000 will result in the three years following project completion.  (See Attachment 1 of the agenda materials for this item for annual operating cost savings.)

(b) Summary 8-2007:  JBRC Item 6.  Clemson University


Project:
9856,  Clemson ICAR Parking Structure Construction


Request:
Increase budget to $21,600,000 (add $200,000 Other, Gift funds) to upfit the 5,000 square foot gallery associated with construction of the 1,200 car parking garage on Clemson’s ICAR campus in Greenville.  The work will include the addition of restrooms, upgraded lighting and finishes, furnishings and a state-of-the-art audio visual system.  The gallery will be used for special displays and events and support academic and economic development recruitment efforts on the ICAR campus.  The agency reports the total projected cost of this project is $21.6 million and additional annual operating costs ranging from $56,000 to $59,000 will result in the three years following project completion.  (See Attachment 2 of the agenda materials for this item for additional annual operating costs.)

(c) Summary 8-2007:  JBRC Item 8.  Clemson University


Project:
9876,  Computer Center Roof Replacement


Request:
Establish project and budget for $700,000 (Other, Institutional Capital Project Funds) to replace the existing roof with a new built-up roof on Clemson’s Computer Center at the Pendleton Research Park.  The 38,791 square foot roof is 20 years old, is leaking, and has reached the end of its life expectancy.  The roof replacement is needed to protect the integrity of the building and to protect sensitive computer equipment housed in the center.  The agency reports the total projected cost of this project is $700,000 and no additional annual operating costs will result from the project.
(d) Summary 8-2007:  JBRC Item 9.  Clemson University


Project:
9877,  Poole Agricultural Center Window and Brick Veneer Repairs


Request:
Establish project and budget for $700,000 (Other, Institutional Capital Project Funds) to replace the original windows, the exterior glass curtain walls on the entrance, and the brick veneer on Clemson’s Poole Agricultural Center.  The original single-pane windows are more than 50 years old, have deteriorated and warped due to age, and fit poorly in the masonry openings.  The brick veneer has detached from the structural system and will be reconnected.  The window and brick veneer replacements will enhance energy efficiency and create a safer entrance to the facility.  The agency reports the total projected cost of this project is $700,000 and no additional annual operating costs will result from the project.

(e)
Summary 7-2007:  JBRC Item 4.  Francis Marion University


Project:
9556,  Smith University Center Indoor Pool Deferred Maintenance


Request:
Increase budget to $967,272 (add $392,272 Other, Research University Infrastructure Bonds and $300,000 Other, Maintenance Reserve funds) to address indoor pool deferred maintenance in the Smith University Center at Francis Marion.  The center was constructed in 1974 with an indoor pool for physical education and recreational activities.  High humidity and chlorine gases have corroded windows, doors, pool equipment and the suspended support system, creating safety issues.  To correct these problems, work will include removing the suspended ceiling, sandblasting and repainting the structure, replacing the corroded HVAC with a dehumidification system and ductwork, replacing pool equipment, light fixtures, windows, and doors, and repairing the pool deck.  The agency reports the total projected cost of this project is $967,272 and no additional annual operating costs will result from the project.

(f)

Summary 8-2007:  JBRC Item 14.  SC State University


Project:
9625, Turner Hall Exterior Façade and Roof Repair/Replacement Phase I


Request:
Increase budget to $474,495 (add $157,495 Institution Bond funds) to seal the exterior of the D Wing of Turner Hall at SC State.  Exterior wall panels were removed and a temporary sealant was applied four years ago as the University explored repair options for the facility.  The temporary sealant has failed and water is entering wall cavities of the building.  The work will include removing the temporary exterior wrap and installing a new stucco-like waterproofing material.  The agency reports the total projected cost of this project is $474,495 and no additional annual operating costs will result from the project.

(g)
Summary 8-2007:  JBRC Item 15.  USC - Columbia


Project:
9811,  SOM Building No. 3 Renovation Phase II


Request:
Increase budget to $9,350,000 (add $455,000 Other, Institutional Capital Project Funds) to provide building furnishings as renovation of the USC School of Medicine’s Building 3 nears completion.  The renovation has been done in phases since 1996 and includes complete renovation of the first two floors and the basement on the VA hospital site.  Funds originally budgeted for equipment and materials were reallocated during renovation to address unanticipated expenses related to seismic requirements and unforeseen conditions related to previously renovated space.  Additional funds are needed to purchase furnishings to complete the project.  The agency reports the total projected cost of this project is $9,350,000 and no additional annual operating costs will result from this request.

(h)
Summary 8-2007:  JBRC Item 21.  USC - Columbia


Project:
6041,  Equestrian Farm Acquisition


Request:
Establish project and budget for $25,000 (Athletic funds) to cover the cost of an appraisal, environmental study, building condition assessment and other investigative studies required to adequately evaluate property.  USC is considering the purchase of an approximately 27-acre equestrian farm with covered arenas, horse barns, and locker and tack rooms to provide a permanent home for the USC Equestrian program.  The property in Blythewood, currently leased by USC, will be used for equestrian team practice and for housing horses.  The agency reports the total projected cost of this project is not expected to exceed $1 million and no additional annual operating costs will result from this request.

Governor Sanford asked why was it necessary to spend a million dollars on a horse farm when there are perhaps a lot of people that would like to have USC riders at their horse farm.  Rick Kelly with USC responded that the farm is one that USC leased for a while but was not available to them.  He said allowing USC to go forward with their due diligence on the project will show that the price will be less than the appraised value of the property.  He said that the support from the community will come by way of a reduced purchase price not a gift.  Mr. Kelly said it will benefit USC in the long run to own the property rather than lease it.  Governor Sanford asked what the current lease payment was.  Mr. Kelly replied that the lease payment is about $68,000 per year.  Governor Sanford asked whether this cost was included in the existing $35 athletics fee.  Mr. Kelly responded that it was included in the athletic fee.


In further discussion on this item, Mr. Ravenel asked whether the equestrian program was a women’s program to comply with Title IX and whether there would be a violation for not having it.  Mr. Kelly responded that the equestrian program is a women’s sport, but that he did not know if not having it would put USC in violation of Title IX.  Mr. Ravenel further commented that he thinks paying one million dollars for the farm versus renting it for $68,000 per year was a good deal.  He stated, however, that this begs the question of who is out there negotiating these deals.  He said that for $68,000 there are others who would like for people to come out and ride horses.  He asked whether USC was doing all it could to save money in this regard.  Mr. Kelly stated that the project as requested is for USC to do its due diligence on the property in order to bring final numbers back to the Board.  He stated that he believed that what the Board will see is that the acquisition price will be something less than the value of the property itself.  He said that USC will look at that time to determine if it is to its advantage to acquire the property.  Mr. Kelly further stated that for USC it is best to own the property rather than rent it.


Governor Sanford further commented that members of the higher education community may legitimately be doing things to better their institutions, but that the net, net of what results is that the State spends more.  He said looking at South Carolina versus the southeastern average, North Carolina, Georgia, and Florida the State spent more as a percentage of its budget in higher education than other states in the southeast.  He said that there is equal irony that students and families in the State are being charged more to go to colleges and universities than elsewhere in the southeast.  He said that this system is very expensive for the taxpayer and the student.  Governor Sanford said that the net, net of what happens is to crowd out a working family’s ability to afford colleges and universities.  He commented that whether the situation is adding an apartment complex or buying a horse farm there is a cumulative cost that is weighing down the system that has to be dealt with at some point.

(i)
Summary 8-2007:  JBRC Item 22.  USC - Aiken


Project:
9529,  Convocation Center


Request:
Increase budget to $25,969,000 (add $249,000 Other, Institutional Capital Project Funds) to revise the scope to provide additional equipment needed to complete construction of the new Convocation Center at USC - Aiken.  Additional funds are needed to purchase remaining fixed equipment, including an exterior marquee and a rigging grid to be placed above the stage area for lighting, sound equipment and other stage props.  This equipment is needed to accommodate special events and to announce upcoming activities to be hosted at the center.  The planned function of the center has changed to include more extensive use for outside functions and the additional equipment is needed to support that goal.  The agency reports the total projected cost of this project is $25,969,000 and additional annual operating costs of $1,500 will result from this request in the three years following project completion.  (See Attachment 3 of the agenda materials for this item for additional annual operating costs.)

(j)
Summary 8-2007:  JBRC Item 23.  USC - Upstate


Project:
9536,  Residence Hall Acquisition


Request:
Establish project and budget for $50,000 (Other, Housing funds) to cover the cost of an appraisal, environmental study, building condition assessment and other investigative studies required to adequately evaluate property.  USC - Upstate is considering the purchase of an approximately 350-bed, recently constructed dormitory from one of its foundations on land owned by Spartanburg County.  The proposed acquisition will allow USC - Upstate to more efficiently and effectively integrate the operation and maintenance of the facility with other housing assets and to better manage housing costs, revenues and financing.  The agency reports the total projected cost of this project is $13,050,000 and no additional annual operating costs will result from this request.

(k)
Summary 7-2007:  JBRC Item 7.  USC - Lancaster


Project:
9508,  Deferred Maintenance


Request:
Increase budget to $417,510 (add $100,000 Other, Institutional funds) to cover the low bid to renovate the HVAC system in USC - Lancaster’s Hubbard Hall.  The renovation will provide improved control of the heating and air conditioning systems and provide for the introduction of fresh air into the facility.  The building was built in 1964 and has had no major renovations to the HVAC system since.  An energy audit found the facility uses 100% recirculated air which presents a health issue for students, faculty and staff.  The funds in this project, along with deferred maintenance Research University Infrastructure Bonds approved for H37-9507, Hubbard Hall HVAC Renovation, will provide total funding for the renovation.  The agency reports the total projected cost of the HVAC work funded by both projects is $966,260 and no additional annual operating costs will result from the project.

Mr. Eckstrom commented that this project makes the point that too many of these projects come to the Board at one estimate and then as the project moves forward the estimate changes dramatically.  He said there are no real high dollars involved in this project.  However, he also said that during the time the project was originally approved and now the increase of $100,000 for the project represents about a 31% increase.  He said that this causes him to wonder where the problem is and whether it is a result of something the State is doing or is the problem at individual agencies or institutions.  He said that if the problem is at agencies or institutions it is certainly a very widespread problem and may be an indication that the State needs to work more closely with the agencies and institutions to come up with the construction estimates.  Mr. Eckstrom stated that he does not know how the Board should deal with the problem, but that the Board should deal with the problem.  


Senator Leatherman commented that at the last JBRC meeting the same issue was raised over and over again as the agencies came in with their requests.  He said that his reading of the last JBRC meeting is that agencies were told not come with one estimate to get the project started and then come back later to ask for an increase in their budget.  He further stated that his reading of the meeting is that projects would not be approved if agencies come back with very high increased costs.

(l)
Summary 8-2007:  JBRC Item 25.  Winthrop University


Project:
9559,  University Place Acquisition


Request:
Establish project and budget for $20,000 (Other, Institutional Capital Project Funds) to cover the cost of an appraisal, environmental study, building condition assessment and other investigative studies required to adequately evaluate property.  Winthrop is considering the purchase of a privately developed apartment complex of approximately 6.2 acres and 153 apartment units adjacent to campus that will provide housing for 450 to 550 students.  On-campus residence halls are filled to capacity and additional housing is needed to meet the requirement that all freshmen and sophomores live in campus housing.  The agency reports the total projected cost of this project could be as high as $26 million and additional annual operating costs of $485,000 will result in the three years following acquisition.  (See Attachment 4 of the agenda materials for this item for additional annual operating costs.)

Governor Sanford commented that he was concerned that Winthrop University’s decision that all sophomores had to be on campus basically took away the students who were living in the apartments and lowered the value of the apartment.  He stated that Winthrop now wants to buy the apartment which he considers to be a moral hazard in that a government entity is impacting what is happening in the private market and in this case perhaps capitalize on what is happening in the private market.  Rebecca Masters with Winthrop responded that Governor Sanford had been misinformed about the project.  She said that the property is fully occupied mostly with Winthrop’s students.  She stated that there is no residence hall program for the apartment and that security is not on par with Winthrop’s.  She said that whether Winthrop buys the building at the owner’s request or not, Winthrop is going to need more residence halls.  She said that it is not accurate to say Winthrop is taking advantage of any vulnerability in the market.  She further stated that the owner of the apartment building has decided that she does not want to be in the business of housing students because of the issues that go along with housing 18 and 19-year olds.  She said that they are asking for permission to do their due diligence to determine if this is the best course of action for Winthrop.  She added that there are no State or tuition dollars involved, but that it is housing that would be paid for by the residents.  


Mr. Eckstrom asked what the current cost of a room was for a student living on campus.  Ms. Masters said that the cost is around $4,000.  Mr. Eckstrom also asked whether the housing program was self-funding to which Ms. Master replied that it is.

(m)
Summary 8-2007:  JBRC Item 26.  Medical University of South Carolina


Project:
9674,  Hollings Cancer Center Expansion


Request:
Increase budget to $91,295,812 (add $160,000 Other, Hospital Revenue funds) to provide for the installation of tomography equipment in the Radiation Oncology area of MUSC’s Hollings Cancer Center.  The equipment will be used to treat numerous areas of the body during one treatment.  The installation was delayed to obtain a certificate of need from DHEC.  The agency reports the total projected cost of this project is $91,295,812 and no additional annual operating costs will result from this request.

(n)
Summary 7-2007:  JBRC Item 8.  State Board for Technical and Comprehensive Education


Project:
9960, Aiken - Building 100/200 Flooring Renovation


Request:
Increase budget to $610,000 (add $100,000 Other, Local funds) to cover unanticipated additional costs found after renovation of Building 100/200 at Aiken Tech started.  This flooring project is being done in conjunction with H59-9913, Aiken – Building 100/200 Renovations for general refurbishment, funded with deferred maintenance Research University Infrastructure Bonds.  As demolition work began in Building 200, mechanical and electrical deficiencies were uncovered that must be corrected and the college anticipates additional costs will be incurred to upgrade the data wiring to classrooms and offices.  To cover these and other unanticipated costs that may occur in renovating Building 100, additional funds are needed.  The agency reports the total projected cost of the renovations funded by both projects is $1,432,899 and no additional annual operating costs will result from the project.

(o)
Summary 7-2007:  JBRC Item 9.  State Board for Technical and Comprehensive Education


Project:
9982,  Denmark - Roof Repair/Replacement


Request:
Establish project and budget for $469,138 (Capital Improvement Bond funds) to replace the roofs on nine buildings at Denmark Tech.  The roofs are more than 25 years old, are leaking and have been repaired several times.  Due to the age of the roofing systems and the development of new leaks, replacement is the most cost effective option.  The agency reports the total projected cost of this project is $469,138 and operating cost savings ranging from $8,000 to $10,580 will result in the three years following project completion.  (See Attachment 5 of the agenda materials for this item for annual operating cost savings.)

(p)
Summary 7-2007:  JBRC Item 10.  Adjutant General


Project:
9715,  North Charleston National Guard Armory Roof Replacement


Request:
Increase budget to $1,100,000 (add $351,268 Federal and $351,277 Other, Earmarked Rental and Unit Maintenance funds) to complete replacement of the 35 year-old roof at the North Charleston National Guard Armory.  The work will include removing the existing roof and insulation down to the decking and installing a new roofing system with metal roof flashing.  The existing roof is deteriorating and beyond repair and is being replaced in phases as funds become available.  The agency reports the total projected cost of all phases of this project is $1.1 million and no additional annual operating costs will result from the project.

(q)
Summary 7-2007:  JBRC Item 11.  Adjutant General


Project:
9730,  Batesburg National Guard Armory Roof Replacement


Request:
Establish project and budget for $300,000 ($150,000 Appropriated State and $150,000 Federal funds) to replace the 40 year-old roof at the Batesburg National Guard Armory.  The work will include removing the existing roof and insulation down to the decking and installing a new roofing system with metal roof flashing.  The existing roof is deteriorating and beyond repair.  The agency reports the total projected cost of this project is $300,000 and no additional annual operating costs will result from the project.

(r)
Summary 7-2007:  JBRC Item 12.  Adjutant General


Project:
9731,  Florence National Guard Armory Roof Replacement


Request:
Establish project and budget for $450,000 ($225,000 Appropriated State and $225,000 Federal funds) to replace the 40 year-old roof at the Florence National Guard Armory.  The work will include removing the existing roof and insulation down to the decking and installing a new roofing system with metal roof flashing.  The existing roof is deteriorating and beyond repair. The agency reports the total projected cost of this project is $450,000 and no additional annual operating costs will result from the project.

(s)
Summary 7-2007:  JBRC Item 13.  Adjutant General


Project:
9732,  Lancaster National Guard Armory Roof Replacement


Request:
Establish project and budget for $500,000 ($250,000 Appropriated State and $250,000 Federal funds) to replace the 35 year-old roof at the Lancaster National Guard Armory.  The work will include removing the existing roof and insulation down to the decking and installing a new roofing system with metal roof flashing.  The existing roof is deteriorating and beyond repair. The agency reports the total projected cost of this project is $500,000 and no additional annual operating costs will result from the project.

(t)
Summary 8-2007:  JBRC Item 1.  Budget and Control Board


Project:
9802,  Blatt Building Emergency Generator Installation


Request:
Increase budget to $454,000 (add $22,000 Other, Depreciation Reserve funds) to complete the emergency generator installation in the Blatt Building.  Additional funds are needed to add the Blatt Building security system to the emergency power panel and to insulate the generator exhaust piping.  During a recent power outage, it was discovered that the security system for the Blatt Building was not connected to the emergency power panel, which results in a breakdown in security during power outages.  Insulation is needed to ensure that the generator operates at peak efficiency.  The agency reports the total projected cost of this project is $454,000 and no additional annual operating costs will result from the project.

(u)
Summary 8-2007:  JBRC Item 3.  Budget and Control Board


Project:
9835,  Gressette Building Roof Replacement


Request:
Establish project and budget for $317,500 (Other, Depreciation Reserve funds) to replace the 31-year old roof on the Gressette Building.  The roof has reached the end of its expected life, the flashing is loose, and the roof is leaking.  As a result, water is damaging the building’s interior.  The agency reports the total projected cost of this project is $317,500 and no additional annual operating costs will result from the project.

(v)

Summary 8-2007:  JBRC Item 30.  Department of Mental Health


Project:
9700,  Harris Hospital Life Safety Renovations


Request:
Increase budget to $1,055,000 (add $155,000 Other, Property Sales funds) to cover additional unexpected costs associated with replacing the fire alarm system and upgrading the emergency power supply at Mental Health’s Harris Hospital.  During the design phase, some fireproofing compound located above the ceilings in assembly areas was found to be inadequate and requires replacement.  In addition, some door hardware work is required for the new fire alarm system to control the door locking arrangements for patient units.  Both needs tie into the fire alarm system work to comply with life safety and building code requirements and would best be done while the fire alarm work is in process.  The agency reports the total projected cost of this project is $1,055,000 and no additional annual operating costs will result from the project.

(w)
Summary 8-2007:  JBRC Item 31.  Department of Disabilities and Special Needs


Project:
9807,  Whitten Center - Work Activity Center/Maintenance Roof Replacement


Request:
Establish project and budget for $500,000 (Excess Debt Service funds) to replace the flat roofs with built-up roofs on the Work Activity Center and Maintenance Shop at DDSN’s Whitten Center.  The roof replacement on the Work Activity Center will also include replacing or eliminating existing skylights.  The roofs are more than 20 years old, are leaking and are damaging the buildings’ contents.  Repairs have not alleviated the leaking problems.  The agency reports the total projected cost of this project is $500,000 and no additional annual operating costs will result from the project.

(x)
Summary 7-2007:  JBRC Item 14.  Department of Corrections


Project:
9676,  Perry Correctional Institution Lift Station Upgrade


Request:
Increase budget to $292,000 (add $45,000 Capital Improvement Bond funds) to cover the bid to renovate the wastewater lift station at the Perry Correctional Institution.  Bids were taken and the low bid exceeds the original project budget due to increased costs since the project was established in June 2006.  The existing pump continuously breaks down, the secondary backup pump is inoperable, the valves are corroded, and the system frequently blows the electrical breakers.  The design of the force main interface restricts the flow, causing the pump to exceed design limits.  The agency reports the total projected cost of this project is $292,000 and no additional annual operating costs will result from the project.

(y)
Summary 8-2007:  JBRC Item 37.  Department of Parks, Recreation and Tourism


Project:
9661,  State Park Maintenance and Repair


Request:
Increase budget to $4,116,565 (add $250,000 Other, Park Revenue funds) to continue maintaining and repairing state park facilities for the Department of Parks, Recreation and Tourism.  Additional funds are needed to make timely repairs to roofs and utilities and to do asbestos testing and abatement at facilities throughout the state park system to keep them operational for visitors and staff.  The agency reports the total projected cost of this project, including previous repairs, is $4,116,565 and no additional annual operating costs will result from this request.

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 other real property acquisitions as recommended by the Office of State Budget:

	(a)
	Agency:
	Department of Natural Resources

	
	Acreage:
	The remaining 44% undivided interest in 25,668± acres, known as the Woodbury Tract 

	
	Location:
	On US Highway 378 between the Great Pee Dee River and Little Pee Dee Rivers at Britton’s Neck

	
	County:
	Marion County

	
	Purpose:
	To protect wildlife habitat and 27 miles of river frontage.

	
	Appraised Value:
	$39,800,000

	
	Price/Seller:
	$12,970,000 for the remaining 44% interest / The Conservation Fund and The Nature Conservancy

	
	Source of Funds:
	Federal and Other, Heritage Land Trust

	
	Project Number:
	P24-9891

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	Additional annual operating costs of $25,000 will be paid from Heritage Trust management funds, timber revenues, and federal funds.

	
	Current Year Property Tax:
	$71,706 

	
	Approved By:
	JBRC on 5/2/07

	
	Additional Information:
	The total purchase price is $28,930,000.  DNR purchased the 56% undivided interest in August 2006 with intent of purchasing the remaining 44% interest when funds became available in 2007.  This request will complete the purchase and also includes approval of a budget increase to the permanent improvement project to $28,950,000 from the fund sources noted above.


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

	
	Acreage:
	300 ± acres of woodland property

	
	Location:
	On the state line adjacent to Jones Gap State Park

	
	County:
	Greenville County

	
	Purpose:
	To accept the donation of property to extend the protected area around Jones Gap State Park.

	
	Appraised Value:
	N/A

	
	Price/Seller:
	Donation / Naturaland Trust, Greenville, SC

	
	Source of Funds:
	N/A

	
	Project Number:
	P28-9694

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	None

	
	Current Year Property Tax:
	None - Exempt

	
	Approved By:
	JBRC on 5/2/07

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


	(c)
	Agency:
	Employment Security Commission

	
	Acreage:
	1.45± acres

	
	Location:
	On South Church Street in Spartanburg

	
	County:
	Spartanburg

	
	Purpose:
	To construct a new One Stop Resource Center building.

	
	Appraised Value:
	$215,000

	
	Price/Seller:
	$205,000 / Arts Partnership of Greater Spartanburg

	
	Source of Funds:
	Federal

	
	Project Number:
	R60-9523

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	Additional annual operating cost of $500 for insurance on the property will be paid from federal funding.  In the future, ESC plans to construct a new 16,000 square foot One Stop Resource Center for approximately $4 million which will be funded with federal funds.  

	
	Current Year Property Tax:
	None - Exempt

	
	Approved By:
	JBRC on 5/2/07

	
	Additional Information:
	This acquisition involves the swap of a .41 acre tract of land owned by ESC, appraised at $17,500, as part of the purchase price.  ESC will pay $187,500 for the property and swap the .41 acre tract to the Arts Partnership.  Further, title to all property held in a state agency or department name has been transferred to the State under the control of the Budget and Control Board.  These properties must be titled to the State of South Carolina.   



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

General Services Division:  Easement (Blue Agenda Item #4)
The Board approved the following easement in accordance with SC Code of Laws Sections 1-11-80, 1-11-90, and 1-11-100 as recommended by the General Services Division: 

	County Location:
	Aiken

	From:
	Budget and Control Board

	To:
	Three Rivers Solid Waste Authority

	Consideration:
	$700.00

	Description/Purpose:
	To grant a .02 acre easement for the installation, operation and maintenance of a 12” gas pipeline across Hollow Creek to transport landfill gas from the Three Rivers Landfill to the Kimberly Clark Facility in Beech Island.



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

General Services Division:  Real Property Conveyances (Blue Agenda Item #5)

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

	(a)
	Agency:
	Department of Transportation

	
	Acreage:
	2.0± acres

	
	Location:
	US Route 78 in Branchville

	
	County:
	Orangeburg

	
	Purpose:
	To dispose of the former Branchville maintenance shed site.

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

	
	Disposition of Proceeds:
	To be retained by agency.



Mr. Eckstrom asked why the money was entirely being retained by the agency.  Mr. Roberson said that the money is being retained by the agency because DOT was exempt from the proviso that split the proceeds between the Board and the agency.  Governor Sanford asked whether DOT was the only agency for which that was the case.  Mr. Roberson stated that the exemption applies to a couple of universities, but that DOT was the only other agency to which it applied.  Governor Sanford commented that this was another case for DOT reform.


Mr. Eckstrom also asked with regard to blue items 5(b) and 5(c) whether the State was going to make sure the property was restricted for public use in perpetuity.  He said that he is in full support of the Greenville Recreation Commission taking ownership of the property.  Mr. Roberson said that is the case as it relates to item 5(b) and that the property relating to item 5(c) is being sold at market value and will not be restricted.  Mr. Eckstrom asked what use the Greenville Recreation Commission will make of the property.  Mr. Roberson said that 5(c) would be sold by bid to the highest bidder.  


Mr. Ravenel asked what the appraised price is for item 5(b).  Mr. Roberson replied that the appraised value at that restrictive use is about $30,000.  Mr. Eckstrom commented that most of the 23 acres of the property is water.  Mr. Roberson said that all but 5.1 acres of the property is water.


Mr. Eckstrom further asked if the property in regard to 5(d) has been appraised.  He said that the $84,000 purchase price seems to be far below the market.  Mr. Roberson said the property was approved for sale in June 2006 and that the appraiser has revisited the appraisal.  He stated because the market has softened in Florence for that kind of property and the property has sat vacant the appraiser believed that the value has been reduced by 8.6%.  Mr. Eckstrom stated that when the State acquires property it is done so at very high rates and when it is disposed of it is disposed of at very low rates.  He said he is not referring to any property in particular, but that this property is a good example of disposing of property at a very low rate.

	(b)
	Agency:
	Department of Natural Resources

	
	Acreage:
	23± acres

	
	Location:
	Oak Grove Lake Road

	
	County:
	Greenville

	
	Purpose:
	To sell a portion of the Oak Grove Lake recreation area to continue to be used for public recreation.

	
	Price/Purchaser:
	$45,000/Greenville County Recreation District

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


	(c)
	Agency:
	Department of Natural Resources

	
	Acreage:
	3.0± acres and a 1,407 square foot office building

	
	Location:
	Oak Grove Lake Road

	
	County:
	Greenville

	
	Purpose:
	To dispose of the office portion of the Oak Grove Lake recreation area.

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

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


	(d)
	Agency:
	Budget and Control Board

	
	Acreage:
	.28± acre and a 2,627 square foot residence

	
	Location:
	654 South Coit Street in Florence

	
	County:
	Florence

	
	Purpose:
	To dispose of surplus real property formerly used by DDSN.

	
	Price/Purchaser:
	$84,100/John David Whisenhunt, Jr.

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


	(e)
	Agency:
	Budget and Control Board

	
	Acreage:
	Approximately .877 acre with improvements

	
	Location:
	1705 Hampton Street

	
	County:
	Richland

	
	Purpose:
	To quitclaim all the state’s interest in the Woodrow Wilson Family Home to Richland County as directed 
by the 2006 Joint Resolution R293, H4922 (Act 430).

	
	Grantee:
	Richland County



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

General Services:  Patriots Points Development Authority (PPDA) – A Proposed Settlement Agreement and Lease Amendment Settling an Arbitration Proceeding and a Proposed Amendment to a Lease (Blue Agenda Item #6)
As noted above, the Board agreed to carryover this item until the June 2007 meeting.

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

Procurement Services Division:  Procurement Certification (Blue Agenda Item #7)

In accordance with Section 11-35-1210 of the South Carolina Consolidated Procurement Code, the Procurement Services Division advised the Board that it had reviewed the procurement system of the South Carolina Department of Labor, Licensing and Regulation and recommended its certification within the parameters described in the audit report for the following limits for a period of three years:  goods and services, $100,000* per commitment and consultant services, $100,000* per commitment.

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

The Board, in accordance with Section 11-35-1210 of the South Carolina Consolidated Procurement Code, granted the following certifications for the South Carolina Department of Labor, Licensing and Regulation and granted its certification within the parameters described in the audit report for the following limits for a period of three years:  goods and services, $100,000* per commitment and consultant services, $100,000* per commitment.

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


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:
Jobs-Economic Development Authority

Amount of Issue:
$2,000,000 Economic Development Revenue Bonds (previously approved; amended petition and inducement resolution to add Hightower Group, LLC as co-obligor)

Allocation Needed:
$2,000,000 (previously approved)

Name of Project:
Bondtex, Inc.

Employment Impact:
keep 39 jobs in SC and add 11 within 24 months

Project Description:
custom lamination of polyurethane foam to fabrics for use in various components from automobile seating to orthopedic medical support to juvenile car seats, etc.

Note:
private sale for public distribution thereafter

Bond Counsel:
Kathleen Crum McKinney, Haynsworth Sinkler Boyd, PA
(Exhibit 8)
b.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$10,000,000 Economic Development Revenue Bonds

Allocation Needed:
$10,000,000

Name of Project:
CNC Components and Millwork, Inc. (f/k/a Carolina Crystal Corporation)

Employment Impact:
keep 8 jobs, add 40 in 12 mos. And total of 50 in 24 mos.

Project Description:
manufacture of custom architectural millwork, structural building components (roof trusses and floor trusses) and assembly/build interior and exterior door units

Note:
private sale for public distribution thereafter

Bond Counsel:
Kathleen Crum McKinney, Haynsworth Sinkler Boyd, PA
(Exhibit 9)
c.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$7,000,000 Healthcare Revenue Bonds

Allocation Needed:
-0-

Name of Project:
Hospice of Laurens County, Inc.

Employment Impact:
keep 17 jobs and add 22.75 FT jobs within 12 months

Project Description:
acquiring land, construction and equipping a 12-bed inpatient hospice facility, including renovations to an existing medical office building and construction of a new wing to include the 12 inpatient beds

Note:
private sale for public distribution thereafter

Bond Counsel:
Kathleen Crum McKinney, Haynsworth Sinkler Boyd, PA
(Exhibit 10)
d.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$9,000,000 Variable Rate Demand Economic Development Revenue Bonds

Allocation Needed:
$9,000,000

Name of Project:
Watson Engineering, Inc.

Employment Impact:
create employment for approximately 20 people within 12 months and a total of approximately 30 people within 24 months and 7-10 people indirectly

Project Description:
acquisition, construction and equipping of an existing facility to be used primarily in the prototype and production manufacturing of fabricates sheet and tubular metal components servicing primarily the automotive and agricultural industries to be located in Piedmont, South Carolina

Note:
negotiated private sale

Bond Counsel:
April C. Lucas, Nexsen Pruet Adams Kleemeier, LLC
(Exhibit 11)


Mr. Eckstrom asked whether JEDA or the Board or any other agent for the State goes back to monitor for attainment of the new jobs that are used as part of the justification for providing tax exempt financing for these borrowers.  He said the state should have some claw back provision in place so that if the tax exempt financing is approved but the jobs do not materialize the State can pull back the tax exemption on the bonds.  April Lucas, bond counsel for the Watson Engineering, Inc., project, responded that there is no claw back if the jobs do not materialize.  Mr. Eckstrom asked why there is no claw back provision and how is attainment monitored.  He said that tax exempt financing is being extended on the basis of the benefit of the economics of the project maintaining jobs and creating additional jobs over a certain period of time.  He said if that is the basis for granting tax exemption to these borrowers a provision should be included to allow the tax exemption to be pulled back if the jobs are not achieved.  Rick Harmon with the State Treasurer’s Office commented that that would be an extremely irregular provision to place on the bonds.  He said when the bonds are issued certain covenants are undertaken with the bondholders and the State would have a difficult time selling bonds in the future if the question remained with the bondholder during the remainder of the life of that issue as to whether or not the bonds would continue to be tax exempt.  He said there may be some other way to address the situation which might include some kind of reimbursement to the State from the borrower for the difference between the tax exempt rate and the taxable rate.  Mr. Eckstrom said that would be one way of doing that.  


Mr. Eckstrom asked whether there was data for the past five years to show how many of the new jobs being created were identified in the requests to the Board actually materialized.  He said if it is found that most of the projects do not produce the jobs they estimate then the Board would need to look at tightening up its procedures.  Ms. Lucas said that she believes JEDA does follow up and maintain those records and that she along with Tony Smith with the Department of Commerce will have JEDA provide that information.  Mr. Eckstrom asked to see the information before the next meeting.

Executive Director:  Economic Development – 2007 Ceiling Allocation (Blue Item #9)

The initial balance of the 2007 state ceiling allocation is $367,306,165.  In accord with Code Section 1-11-520, $146,922,466 (40% of the total) was designated as the state pool and $220,383,699 (60% of the total) was designated as the local pool.  There is presently a state ceiling balance of $328,391,165 remaining for 2007.  Allocation requests for 2007 totaling $74,790,000 have been received thus far.

The recommendations from the Department of Commerce for allocations for this cycle totaled $19,000,000.  The Department of Commerce made the following recommendations for allocation:


From the local pool:



JEDA,
CNC Components and Millwork (Beaufort County), $10,000,000; and



JEDA, Watson Engineering (Piedmont, SC), $9,000,000; 

Board approval of the recommendations, will leave an unexpended state ceiling balance of $309,391,165 (state pool - $146,922,466; local pool - $162,468,699) to be allocated later in the calendar year.
In accord with Code Section 1-11-500 et seq. and upon the recommendation of the Department of Commerce, the Board granted the following tentative ceiling allocations:



JEDA,
CNC Components and Millwork (Beaufort County), $10,000,000; and



JEDA, Watson Engineering (Piedmont, SC), $9,000,000. 

Information relating to this matter has been retained in these files and is identified as Exhibit 12.
Executive Director:  Ceiling Allocation Reinstatement (Blue Item #10)

On January 30, 2007, the Board granted a tentative ceiling allocation for Standard Plywoods, Inc., project in the amount of $6,000,000 with an expiration date of April 30, 2007.  Both bond counsel and the issuing authority, JEDA, advised the Board that ARE Holdings, LLC was added as a co-obligor with respect to financing.  Because of this change, the necessary closing documents could not be finalized by the allocation expiration date of April 30, 2007.  In accord with S.C. Code of Laws Section 1-11-560(D), JEDA requested a 30-day reinstatement of the ceiling allocation to Standard Plywoods, Inc., from April 30, 2007, through May 30, 2007, in the amount of $6,000,000.  The allocation will expire on May 30, 2007, if the bonds are not issued on or before that date.
In accord with Code Section 1-11-560(D), the Board granted JEDA’s request for a 30-day reinstatement of the ceiling allocation to Standard Plywoods, Inc., from April 30, 2007, through May 30, 2007, in the amount of $6,000,000.

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

Retirement Division:  System Valuations as of July 1, 2006 (Regular Session Item #1)


The laws governing the operation of the South Carolina Retirement Systems provide that actuarial valuations of the assets and liabilities of the System shall be made annually.  Based on the results of the July 1, 2006, valuations, the actuaries believe that the valuations appropriately reflect the Systems’ long term obligations and the current schedule of contributions are sufficient to fund the liabilities of the System over a reasonable time frame, and based on these criteria, the Systems may be deemed actuarially sound.

Ms. Boykin, Retirement Systems Director, appeared before the Board and presented a summary of the valuations.  Also appearing before the Board were Ed McDonald, the actuary for the National Guard Retirement System (NGRS), and John Garrett and Robert Dezube, the actuaries for the South Carolina Retirement System (SCRS), Police Officers Retirement System (PORS), General Assembly Retirement System (GARS), and Judges and Solicitors Retirement System (JSRS).  [Secretary’s Note:  The discussion for regular session items #1 and #2 are noted in this item.]


Governor Sanford asked what the amortization period would be for the NGRS.  Ms. Boykin replied that the NGRS amortization period is 30 years.  Governor Sanford also asked what the accrued liability is for the NGRS.  Mr. McDonald stated that it is $35 million.


Governor Sanford commented that his understanding is that South Carolina is not in the middle of the bell curve with regard to accrued liabilities and liquidation periods.  He said that most systems are funded at 85% of liability and the State’s systems are funded around 60%.  Mr. Garrett said the State is funded around 69%.  Ms. Boykin said that the average assumed rate of return for other plans which has a direct impact on the funded ratio is at 8%.  She stated further that if the State’s assumed rate of return was 8% then the State’s funded ratio would be more like 75%.  She noted that in comparing one state to the average across the nation it is important to compare it in a holistic manner rather than looking at one individual item.  She said that with the passage of the constitutional amendment last year, South Carolina is for the first time in history going forward in looking at having the investments of its pension plan more comparable with other states.  Governor Sanford said he understands, but the State is still in trouble relative to other states.


Mr. Eckstrom said the reason the State’s assumed rate of return is low is because the State’s investment portfolio was structured much differently than the average state.  Ms. Boykin said that is correct and historically the State has been greatly inhibited by its investment performance.  She said that South Carolina is not even close to comparing to other states because of statutory and constitutional restrictions.  She said that for the first time in history the State’s investments are poised to be more comparable to other states in the future because those restrictions have been limited.  She noted that Act 153 created the investment structure requiring the State to have significant professional expertise on the Investment Commission to handle the investments going forward.  In response to Ms. Boykin’s statement that the State should compare itself on the same basis as other states, Mr. Eckstrom said other states use a higher assumed rate of return.  He stated that the State is comparable because other states’ higher assumed rate of return is based on their asset allocation and the State’s lower assumed rate of return is based on the State’s asset allocation.  He said that the typical state has a more productive investment portfolio because they moved in a timelier manner toward investing broadly than South Carolina did.  He said the State is paying for the sins of prior generations and it will take a while for the State to recover from some of the earlier poor decisions.


Mr. Ravenel said he has served on the Investment Commission and it is correct that the State is not diversified with exception of domestic equities and domestic fixed income securities.  He said the State has invested 53% in equities and 47% in domestic bonds.  He stated that is why the State’s return is low and it will take a while to increase it and that he does not know how long it will take to make that transition.  He said until that is done he does not think it is prudent to increase the State’s assumed rate of return.  He stated that he is going to make a motion to pay for a cost-of-living increase, but not by increasing the assumed rate of return.  He said the Retirement System is in a deep enough hole with the unfunded actuarial liabilities without making it deeper based on being comparable to other states in terms of their investment portfolios.  


Governor Sanford asked Mr. Garrett what is so radically wrong with the State’s Retirement System that it is bumping up against the 30-year window.  Mr. Garrett said that from 1999 to now the funding period has gone from sixteen years to two years because of the 28-year retirement and TERI.  He said that since then it has been a combination of ad hoc COLAs as well as under performance of the assets which most all plans in the country experienced during that period of time.  Mr. Eckstrom commented that he appreciated Mr. Garrett’s answer that 28-year retirement and TERI had some impact.  He said previous calculations indicate that 28-year retirement and TERI had an impact of $1.5 billion.  He said when the amortization period was sixteen years in 2000 the unfunded liability was $2.1 billion and the unfunded liability is now at $7.6 billion.  Governor Sanford stated that his information shows that the unfunded liability is $9.7 billion.  Mr. Eckstrom explained that it is $9.7 billion now and has gone up by $7.6 billion since 2000.  He pointed out that there is also an additional $6 billion that has not been explained.


Mr. Eckstrom asked what was so different about the State’s plan that makes it so difficult for the State to control the unfunded liabilities.  He said that usually when any standard test for solvency is used for the financial condition of a pension plan the State is not meeting the mark with the Retirement System.  He said that he does not know of a single test to apply against the State’s Retirement System and feel good that the State has come out on the positive.  


Mr. Garrett stated that any one measure of a pension health plan is not that precise and depends on a lot of other factors.  He said the plan is designed on the provision in existence at the time which is the annual accrual of benefits paid over the lives of the retirees.  He said that each year there is an ad hoc COLA there is no funding for it and each year when an ad hoc COLA is added there is an increase in liability.  Governor Sanford asked whether that meant the State is “robbing from Peter to pay Paul.”  Mr. Garrett stated that the State is financing the pension benefits promised on a pre-funded actuarial basis and that is how the 30-year funding period is derived.  He said that if all of the expectations are met, even with the unfunded liability being $9.7 billion now, it would be zero in 30 years.  He said that every year an ad hoc COLA is granted there is no pre-funding behind that ad hoc COLA and that is an additional liability without an increase in assets.  


Governor Sanford asked what would happen to the State’s actuarial balance if the stock market goes down.  Mr. Garrett said that there would be actuarial losses.  Governor Sanford asked whether that would cause a big jump in the actuarial liability.  Mr. Garrett responded that the unfunded accrued liability would increase and to maintain 30-year funding would require increasing contributions.  He also stated that that is true for every system in the country.  Governor Sanford said that is not true because in a defined contribution system that would not be the case.  Mr. Garrett said that the ultimate benefits paid would be reduced instead of requiring additional contributions where a promise had been made.  


In further discussions, Governor Sanford asked Mr. Garrett whether he agreed that the course the State is on is unsustainable.  Mr. Garrett said it would not be unsustainable except that the ad hoc COLA provisions require any gains to be spent back up to the 30-year funding period.  Governor Sanford commented what that means is that it is sustainable if retirees are not promised a COLA, but that is not sustainable to them.  Mr. Garrett said that it is unsustainable if the policy of ad hoc COLAs is continued.  Governor Sanford said that in order to continue to guarantee COLAs to retirees something has got to give.  Mr. Garrett said that if the solution is to consider a policy of maintaining the retirees benefit plan with a cost-of-living increase, then the least costly way to fund the COLA is to automatically provide the COLAs in the plan and finance them with funding.  Governor Sanford replied that the bottom line is that the current system with COLAs is unsustainable and something is going to give down the road.  Mr. Garrett said that if the State is at 30-year funding at the end of each valuation then it will take excessive gains or increases in contributions to fund future ad hoc COLAs because they are not in the current valuations and he does not expect any future ad hoc COLAs beyond the automatic 1% that is in the provisions of the plan.  He further said that as of now the plan as it stands in this valuation, if all expectations are met, the unfunded liability will go from $9.7 billion to zero during that 30-year period of time.  Governor Sanford said that is based upon an assumption of a 1% COLA and that is unsustainable based upon the expectations from retirees and the current track the State is on.  


Senator Leatherman stated that he and Mr. Cooper have put money in this year’s budget to cover the COLA up to 2.4%.  He said that they wanted to make absolutely sure that the retirees got the 2.4%.  Mr. Eckstrom asked what the cost of that is.  Senator Leatherman said that the cost was about $7 million.  Governor Sanford commented that the State is “borrowing from Peter to pay Paul.”  Senator Leatherman said that they are borrowing from some of the projects that may have been able to utilize the $7 million, but they made a policy decision that rather than do a project from an agency they would provide the $7 million in the budget for the COLA.  Governor Sanford said that would be true if the State did not have an outstanding contingent liability of almost $20 billion because promises have been made without funding them.  Senator Leatherman said the General Assembly recognizes the unfunded liability issue and the House and Senate version of the budget has $200 million put into the OPEB.  Senator Leatherman said in addition to that the Senate version of the budget has a proviso that says the first $50 million after the appropriation bill is funded will go into the OPEB.  He said that they recognize that they must address this issue, but that it is going to take some time to do so.  

Governor Sanford stated that with a banner year of $1.5 billion in new money coming into state government this year, more should be dedicated in the way of money to address the contingent liabilities so that retirees and those that will follow them will have a sound financial base from which to work.  Mr. Garrett said that the rate at which the employers participate in the SCRS includes the normal cost of payment which is the cost of payment of benefits accruing in each year as well as the amortization plan.  He said that as of the 2006 valuation 3.9% of payroll is being used to pay down the $9.7 billion unfunded liability over the 30-year period of time.  He said that at the end of that 30-year period of time the system would have a 3.9% of payroll surplus contributions.  Governor Sanford said that is not what is happening and that it is growing.  

Mr. Eckstrom asked Mr. Garrett how much would the ad hoc COLA of 1.4% add to the unfunded liability.  Mr. Garrett said that it would add about $250 million.  Mr. Eckstrom asked whether $7 million was being budgeted for the COLA.  Senator Leatherman responded that the $250 million is based upon the assumption that the General Assembly would not provide funding for the ad hoc COLA.  Mr. Garrett said that the additional funding is what is required to pay down the $250 million over the period.  Senator Leatherman asked that if funding was provided yearly for the COLA whether the $250 million is then a moot question.  Mr. Garrett said it would treat the ad hoc COLA no differently than the rest of the unfunded liability which is being financed over a 30-year period of time.  

Ms. Boykin commented that with regard to how the State got to a $9 billion unfunded liability, $2 billion was for granting ad hoc COLAs from a period of 2000 to 2005.  She stated that an additional $2 billion plus was for the guaranteed 1% COLA that is now built into the benefits that are a part of Act 153.  She stated that when those COLAs are granted, and even if funding is provided as it was in Act 153, the dollar amount of the liability goes into the unfunded liability and is amortized with those contributions over time.  She said the contributions are not recognized at the same time, but that the liability is recognized up front and the payment of the liability is recognized over time as the contributions come in.  She said a significant portion of the $9 billion has been for COLAs which some funding has been provided.  She further stated that Act 153 provided all contribution increases to fund the $2 billion, but the unfunded liability has increased even though the funding is scheduled to pay it off over a period of time.

Senator Leatherman asked if funding for the COLAs are continued whether the unfunded liability is reduced.  Ms. Boykin said that if money is put in the budget this year for this cost-of-living increase then the funding would pay that unfunded liability off over a 30-year period.  She said that at any time additional COLAs come up beyond the System’s 1% guaranteed COLA, funding would always have to be added to offset that.  Senator Leatherman asked if that was done would that offset the unfunded liability at the end of the 30-year period because it has been paid for.  Ms. Boykin responded that it would fully pay off the unfunded liability over a 30-year period of time.  Governor Sanford commented that that is contingent on a good budget year like the State has had.  He said that the State has had three incredible banner years with more than 10% more money per year coming during each of those three years.  He asked what happens if the State goes into a budget situation like those of the late 1990s and the early 2000s where the numbers drift dramatically downward.  He stated that at that point it will literally be retirees in battle against other needs in the State whether it is at the university level, law enforcement, or a host of other things.  Governor Sanford said that in the long run it is a precarious situation for retirees for the State to go the road it is on.  Ms. Boykin said that she completely agrees with that and that the State’s benefit package includes a 1% guaranteed COLA but that retirees expect more than that.  She said the system only has funding now with the current contribution levels to provide the 1% guaranteed COLA.  She stated that if it is the Board’s policy to grant COLAs beyond the 1% then contributions and funding of the system will not provide for COLAs beyond the 1% and the Board must look to other reasons and sources for funding those additional COLAs.  

In further discussion, Mr. Eckstrom asked Mr. Garrett if the $7 million is provided for in the upcoming budget whether the amortization period for the unfunded liability will stay under 30 years.  Mr. Garrett replied that the amount is calculated to be exactly 30 years.  Ms. Boykin said that it does require the employer contribution rate be increased by .18%.  Mr. Eckstrom said that was not the proposal.  He said the proposal was to pay cash.  Ms. Boykin said she wanted to clarify that and that the employer contribution would have to increase by .18%.  She stated that the legislature is funding the .18% to agencies.  She commented that the employer contribution is what funds the system and that increase by agencies would be funded by the General Assembly.  She noted that an increase in the employer contribution is required to fund the 1.4% ad hoc COLA.

Governor Sanford asked Mr. Garrett whether it would be his recommendation that TERI come to an end based on what it does to the actuarial system.  Mr. Garrett said that would need to be the focus of a complete actuarial study to find the exact affect of TERI and of repealing TERI.  He stated that with post 2005 members contributing on their salaries while on TERI as well as employers contributing during that period of time there is a loss to the system because those contributions are being lost.  He said the actual affect of repealing TERI would be a reduction, but that would be offset by the loss of those contributions.  Governor Sanford responded that contingent liability is contingent liability and that there is already a contingent liability based on retirement.  Mr. Garrett said that $9.7 billion of that contingent liability is being funded by 3.1% of the payroll annually over the 30-year period of time.  He said that the $9.7 billion is already scheduled to be paid down in current contributions over the 30-year period of time.  He said there is financing in place for the $9.7 billion, but that the benefits above what is valued in the annual valuations do not take the ad hoc COLAs into account above 1%.  

Mr. Ravenel moved to increase employer contributions by .18% effective July 1, 2008, and award a 1.4% ad hoc COLA effective July 1, 2007, pursuant to 9-1-1810.  Senator Leatherman seconded the motion.  Governor Sanford advised the Board that he would be voting against the motion for the reasons he stated earlier and that in the long run the State has to address these mounting liabilities.  Mr. Eckstrom stated that he would oppose the motion because it delays or defers the inevitable.  He said that the motion is not a permanent solution and every year the same commitment is made to grant the COLA and fix it next year.  Mr. Eckstrom said that he doubts that this motion will lead to a permanent solution and that the motion will continue to produce the same results as have been seen.  Mr. Ravenel responded that it is being funded and that in past years the liquidation was increased and billions of dollars have been left on the table by not having the State’s portfolio diversified.  He said that he is going to vote to pay for the COLAs and not just increase the liquidation period.  Mr. Eckstrom said that with the $7 million only a very small part of the total commitment is being funded and that the unfunded liability is being increased by another quarter of a billion dollars with Mr. Ravenel’s proposal.  Senator Leatherman said that he does not understand how Mr. Eckstrom thinks that there is a delay in addressing the money for the ad hoc COLAs when the motion was to put .18% employer contributions into the system.  He said that if .18% is what is needed to take care of the unfunded liability over a 30-year period and that is done every year, he does not know how that is delaying addressing the issue.  Senator Leatherman further commented that he likens the $7 million as a payment on a home mortgage in which there is a monthly payment that will pay the mortgage off over a 15 or 30-year period.  He said that if one looks at the liability it is huge, but if payments are made consistently the liability is wiped out at the end of the period.  Mr. 
Eckstrom said that State continues to make its monthly payments and yet the mortgage continues to rise dramatically.  Senator Leatherman said that he disagrees.  He said that if they are providing enough money with the .18% he does not understand how the mortgage continues to rise when the State is not doing anything for which it is not paying.  Mr. Eckstrom said that it went up $1.1 billion this last year and that the amortization period did not go down any.  He said that one would expect that with a 30-year mortgage that after the first year payments would only be made for 29 years on that mortgage and after the second year there would only be 28 years remaining.  He said the State is going in the opposite direction.

Governor Sanford commented that the real liability is $250 million with the COLA increase.  He said that the carrying cost on the $250 million is $7 million.  He said that the $7 million is being funded and not the $250 million liability and that the State is buying a year but nothing has been done to address the fact that the tab has gone up to $250 million.  He said that in the long run someone has to pay the $250 million.  Senator Leatherman said that if that is done year after it is being paid.  Governor Sanford said that is not correct and that the State is only paying for the carrying cost.  Mr. Eckstrom commented that the only way the State can keep from increasing the unfunded liability is to commit $250 million to paying for the ad hoc COLAs with today’s dollars into the trust fund.  He said that will then protect the financial condition of the plan if the State made a budgeting decision to put those dollars into the trust fund just as employer and employee contributions are put into the trust fund long before they will ever be drawn out.  Senator Leatherman further commented that the House and Senate version of the appropriations bill provides for $200 million to go into the trust fund and that the first $50 million after the appropriations bill is funded goes into the OPEB fund.  Mr. Eckstrom said that is a different trust fund from what he is talking about.  Senator Leatherman said that he understands that, but that they are beginning to address the areas in which there is concern.  Governor Sanford said that $200 million sounds like a lot, but in the context of what the State owes it is fairly insignificant.  

With regard to the SCRS actuarial report, Mr. Eckstrom said that with the “other liability experience” there was a negative impact on the unfunded liability of $227 million and asked what it represented.  Mr. Garrett said that represents other demographic experiences like turnover, mortality, and rates of disability.  He said the demographic for the non-investment related experiences the salary experience was the largest component and the others were fairly middle sized losses that totaled up to be $227 million, but from multiple sources.  

Mr. White advised the Board members that they needed to vote on regular session item #1.  Senator Leatherman moved to adopt the valuations and the motion was seconded by Mr. Cooper.

Mr. White also advised the Board that Mr. Ravenel’s motion related to the “big” Retirement System and that a motion was needed for the Police Officer’s Retirement System (PORS).  Ms. Boykin stated that in the PORS the amortization period is approximately 18 years.  She said that because there is no guaranteed COLA for PORS the cost of the full 2.4% COLA is approximately $40 million.  She stated that would increase the amortization period from approximately 18 years to 20 years or if the Board chose to fund contribution increases to keep the 18-year amortization period that would require an employer contribution rate increase of .35%.  Senator Leatherman asked Mr. Ravenel if his motion would have covered the PORS with .18%.  He said that if they are going to increase the rate for the SCRS the same should be done for PORS.  Mr. Ravenel said he agrees and that the Board should stay consistent.  He said the State got into this situation by not funding the COLAs and that with respect to the PORS the Board should fund it at .35%.  Governor Sanford said that it is his view that the State is not covering the COLAs but rather covering the carrying cost on the COLA and therefore deferring the liability.  He said that for that reason he will be opposed to the motion.  Mr. Eckstrom said that he would be opposed to the motion because the Board is not dealing with the core problem.


Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board accepted the valuations for the South Carolina Retirement Systems (SCRS, PORS, GARS, JSRS, and NGRS) and adopted the actuary’s recommendations.  
Information relating to this matter has been retained in these files and is identified as Exhibit 14.

Retirement Division:  Cost-of-Living Adjustment (Regular Session Item #2)

A cost-of-living adjustment for retirees of the South Carolina Retirement System  is granted in accordance with the   S. C. Code of Laws , Section 9-1-1810 which currently provides that “If the Consumer Price Index (CPI) increases by more than one percent, then the retirement allowance of each beneficiary must be increased by one percent and the retirement allowance may be further increased beyond one percent up to the lesser of the total percentage increase of the CPI or four percent, to the extent that the additional liabilities because of the increase in allowances would not extend the amortization period to liquidate the unfunded actuarial accrued liability of the South Carolina Retirement System beyond thirty years.  In considering this additional increase, the board shall consider unrealized investment gains and losses”.   

A cost-of-living adjustment for retirees of the Police Officers Retirement System is granted in accordance with the S.C. Code of Laws , Section 9-11-310, which currently provides that “ If the Consumer Price Index (CPI) increase equals or exceeds four percent, the retirement allowance must be increased by four percent. If the increase in the index is less than four percent, the retirement allowances, as determined above, must be increased by a percentage equal to the increase in the index. The increase in allowances is effective only if the additional liabilities on account of the increase in allowances do not require an increase in the employer rate of contribution. The allowance of a surviving annuitant of a beneficiary whose allowance is increased under this section, when and if payable, must be increased by the same percent.”

Upon a motion by Mr. Ravenel, seconded by Senator Leatherman, the Board granted a 2.4% cost-of-living adjustment (COLA) effective July 1, 2007, for retirees and beneficiaries receiving annuity benefits under PORS and non-spousal beneficiaries under JSRS and approved an increase of .35% in the PORS employer contribution rate effective July 1, 2008, maintaining an 18 year amortization period for the PORS unfunded accrued liability; granted a 1.4% ad hoc COLA effective July 1, 2007, in addition to the 1% COLA as provided by statute for retirees and beneficiaries under SCRS; and approved an increase in the SCRS employer contribution rate of .18% effective July 1, 2008, to maintain a 30-year amortization period for the SCRS unfunded accrued liability.  Senator Leatherman, Mr. Cooper, and Mr. Ravenel voted for the item.  Governor Sanford and Mr. Eckstrom voted against the item.  [Secretary’s Note:  See the discussion for regular session #1 for discussion relating to this item.]
Information relating to this matter has been retained in these files and is identified as Exhibit 15.

Office of State Budget:  Permanent Improvement Projects (Regular Session Item # 3)
Upon a motion by Senator Leatherman, seconded by Mr. Cooper, 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 8-2007:  JBRC Item 5.  The Citadel


Project:
9600, Stevens Barracks Renovation


Request:
Establish project and budget for $150,000 (Other, Auxiliary Maintenance Reserve funds) to begin design work to renovate the first two floors of Stevens Barracks at The Citadel.  This barracks is the last to be replaced.  The work will include installing air conditioning units, upgrading the electrical and plumbing systems, replacing light fixtures, ceiling tiles, and flooring, repairing and painting the interior, and upgrading data lines.  The work is needed to bring the building back into condition for occupancy by cadets.  The agency reports the total projected cost of this project is $1.6 million and additional annual operating costs ranging from $7,000 to $14,000 will result in the three years following project completion.  (See Attachment 1 of the agenda materials for this item for additional annual operating costs.)
(b)
Summary 7-2007:  JBRC Item 1.  Clemson University


Project:
9849, Institute for Packaging Design and Graphics Construction


Request:
Increase budget to $7,000,000 (add $6,700,000 Other, Operating Revenue funds) to revise the scope and construct an approximately 27,000 square foot facility for the Institute for Package Design and Graphics at Clemson.  The university originally planned to renovate and add space in Newman Hall, a 1954 facility designed for agriculture operations.  An analysis determined the Newman Hall location was not feasible because of utility relocation requirements, environmental issues and limited area for expansion.  The new facility will be constructed near Lee Hall and the Fluor Daniel Engineering Building and will provide classrooms and labs for packaging and graphics design undergraduate and graduate students. The agency reports the total projected cost of this project is $7 million and additional annual operating costs ranging from $10,900 to $143,000 will result in the three years following project completion.  (See Attachment 2 of the agenda materials for this item for additional annual operating costs.)
(c)
Summary 7-2007:  JBRC Item 2.  Clemson University


Project:
9854, Earle Hall High Bay Conversion


Request:
Increase budget to $1,210,000 (add $300,000 Other, Institutional Capital Project Funds and $300,000 Other, Operating Revenue funds) to comply with all building code compliance issues to convert a one-story high bay area to a two-story office/lab area in Earle Hall at Clemson.  The work will include HVAC and structural improvements, the addition of ventilation hoods and a stairwell, and associated work to provide an additional 3,370 square feet of useable space for chemical engineering.  The original estimated cost did not include all costs for seismic remediation, fire suppression and other code compliance issues that have been determined to be needed.  The agency reports the total projected cost of this project is $1,210,000 and no additional annual operating costs will result from this request.
(d) Summary 7-2007:  JBRC Item 3.  Clemson University


Project:

9865, Rhodes Hall Annex Construction


Request:
Increase budget to $11,500,000 (add $1,447,485 Other, Operating Revenue funds) to revise the scope to add an additional 4,100 square feet and to cover current cost estimates to construct a 28,100 square foot annex to Rhodes Hall at Clemson.  The annex will provide space for faculty offices and research in bioengineering and biomedical sciences.  During schematic design, program requirements and synergies with existing programs’ site constraints in Rhodes Hall resulted in additional square footage needs, additional code modifications were incorporated, and construction cost increases were accounted for in determining the current project budget.  The agency reports the total projected cost of this project is $11.5 million and additional annual operating costs ranging from $90,000 to $185,000 will result in the three years following project completion.  (See Attachment 3 of the agenda materials for this item for additional annual operating costs.)
(e)
Summary 8-2007:  JBRC Item 10.  College of Charleston


Project:
9629, 5 College Way Renovation


Request:
Establish project and budget for $1,000,000 (Other, Capital Improvement Project Fund) to renovate a 4,821 square foot historic house built in 1826 on the College of Charleston campus.  The building has housed School of Education faculty which recently moved to the new School of Education, giving the College access to the building for major renovation needs that have not been done in more than 30 years.  The work will include replacing the mechanical, electrical, and plumbing systems and roof, restoring architectural features, providing new interior finishes, upgrading the technology infrastructure, and repairing and painting the exterior.  The finished building will be back filled with faculty from other departments who are currently housed in fragmented and overcrowded facilities.  The agency reports the total projected cost of this project is $1,000,000 and no additional annual operating costs will result from the project.
(f) Summary 8-2007:  JBRC Item 11.  College of Charleston


Project:
9630, 7 College Way Renovation


Request:
Establish project and budget for $1,000,000 (Other, Tuition funds) to renovate a 5,225 square foot historic house built in 1830 on the College of Charleston campus.  The building has housed School of Education faculty which recently moved to the new School of Education, giving the College access to the building for major renovation needs that have not been done in more than 30 years.  The work will include replacing the mechanical, electrical, and plumbing systems, restoring architectural features, providing new interior finishes, upgrading the technology infrastructure, and repairing and painting the exterior.  The finished building will be back filled with faculty from other departments who are currently housed in fragmented and overcrowded facilities.  The agency reports the total projected cost of this project is $1,000,000 and no additional annual operating costs will result from the project.
(g) Summary 8-2007:  JBRC Item 12.  College of Charleston


Project:
9631, 9 College Way Renovation


Request:
Establish project and budget for $1,750,000 ($1,000,000 Other, Capital Improvement Project Fund and $750,000 Other, College Fee funds) to renovate a 9,105 square foot historic house built in 1835 on the College of Charleston campus.  The building has housed School of Education faculty which recently moved to the new School of Education, giving the College access to the building for major renovation needs that have not been done in more than 30 years.  The work will include replacing the mechanical, electrical, and plumbing systems and roof, restoring architectural features, providing new interior finishes, upgrading the technology infrastructure, and repairing and painting the exterior.  The finished building will be back filled with faculty from other departments who are currently housed in fragmented and overcrowded facilities.  The agency reports the total projected cost of this project is $1,750,000 and no additional annual operating costs will result from the project.
(h) Summary 8-2007:  JBRC Item 13.  SC State University



Project:

9569, Lowman Hall Renovations


Request:
Increase budget to $4,159,791 (add $2,044,000 Other, Renovation Reserve funds) to cover the current cost estimate to renovate Lowman Hall at SC State.  The 24,300 square foot building was built in 1917 and is listed on the National Register of Historic Places.  Two years of negotiations with the National Park Service has resulted in the need for additional funds to preserve the historic character of the building and comply with Park Service requirements on materials, labor and craftsmanship.  The unoccupied building will provide offices for university administration.  The funds in this project, along with deferred maintenance Research University Infrastructure Bonds approved for H24-9617, Lowman Hall Renovations (RUIB), will provide total funding for the renovation.  The agency reports the total projected cost of this project is $7,044,000 and additional annual operating costs ranging from $215,624 to $228,756 will result in the three years following project completion.  (See Attachment 4 of the agenda materials for this item for additional annual operating costs.)
(i) Summary 7-2007:  JBRC Item 6.  USC - Columbia


Project:
6004, Baseball Stadium Construction


Request:
Increase budget to $28,036,000 (add $3,000,000 Athletic Revenue Bond funds) to revise the scope to add additional seating and cover costs to excavate rock on the site to construct a new baseball stadium for USC.  The additional funds will provide for the addition of five suites and a club area, totaling 196 additional seats, and will cover the cost of removing subsurface rock found during site investigations.  Market analysis performed by the Gamecock Club and the Athletics Department indicates a demand for five suites with 24 seats each and a club seating area for 76.  Test borings done during preliminary site investigation determined rock exists 5.5 feet below grade that will have to be excavated to construct the stadium as planned. The agency reports the total projected cost of this project is $28,036,000 and additional annual operating costs ranging from $35,545 to $142,178 will result in the three years following project completion.  (See Attachment 5 of the agenda materials for this item for additional annual operating costs.)

With regard to regular #3(i), Governor Sanford commented that given his preoccupation with a concern that this item could end up being more in the way of future costs for the students of South Carolina he vetoed the athletic bond bill which was overridden.  Governor Sanford asked if USC and Clemson would be willing to put in writing that the universities will not add the future cost in fees to the students tied to the bond build up.  Mr. Kelly said that he did not have the authority to do that.  Governor Sanford said that he knows that but that he wanted Mr. Kelly and Ms. Angie Leidinger, with Clemson University, to go back to their respective institutions and ask that question.  Governor Sanford said that what has been consistently said during throughout the debate on the bond bill is that passage of the bond bill would in no way add to the cost of students attending the respective universities.  Governor Sanford said that if that is the case he would like to have that in writing.  Mr. Kelly and Ms. Leidinger said that they would take that request back to their respective institutions.

(j) Summary 8-2007:  JBRC Item 16.  USC - Columbia


Project:
9936, Patterson Hall Renovation


Request:
Increase budget to $6,561,000 (add $3,000,000 Other, Housing Maintenance Revenue funds) to continue renovations of Patterson Hall at USC.  The work completed last summer included replacing the fan coil units and upgrading the electrical switchgear and emergency power.  The work to be done in Summer 2007 will complete the electrical and mechanical upgrades installed last year and include upgrading the chilled water, hot water and electrical systems that support the fan coil units.  The upgrades are needed to replace aged systems and to prevent unplanned outages.  The agency reports the total projected cost of these two phases of work is $6,561,000 and no additional annual operating costs will result from the project.

(k) Summary 8-2007:  JBRC Item 17.  USC - Columbia


Project:
6015, Band Hall and Dance Facility Construction


Request:
Increase budget to $9,829,000 (add $2,500,000 Institution Bonds and $600,000 Other, Institutional funds) to revise the scope to cover the cost of unforeseen foundation requirements and the addition of a third dance studio in the construction of a new Band Hall and Dance facility at USC.  The facility site was known to have been used as a landfill, but subsurface investigations had not been performed to quantify the nature, depth or extent of buried materials.  Recent subsurface soil investigations reveal the site requires the use of steel pilings to support the facility which were not included in the original cost estimates.  In addition, a third dance studio is needed to meet the programmatic needs of the dance program.  The agency reports the total projected cost of this project is $9,829,000 and no additional annual operating costs will result from this request.

(l) Summary 8-2007:  JBRC Item 18.  USC - Columbia


Project:
6022, Beta Research Facility Construction


Request:
Increase budget to $35,899,157 (add $4,000,000 Institution Bonds and $335,000 Federal funds) to revise the scope to upfit one floor of research space and to provide wet labs in USC’s Beta Research Facility.  One floor of approximately 23,000 square feet will be upfitted with these funds when the research unit that will occupy the space has been identified.  An additional 1,529 square feet will also be upfitted to provide specific wet lab incubator space for fuel cells research.  The original project scope included construction of the building and generic configuration of interior spaces.  As specific research units are identified to occupy the building, additional funds are being added and will continue to be added to upfit the space for the specialized and unique program needs of the researchers who will occupy the space.  The agency reports the total projected cost of this project at this time is $35,899,157 and no additional annual operating costs will result from this request.

(m) Summary 8-2007:  JBRC Item 19.  USC - Columbia


Project:
6023, Omega II Research Facility Construction


Request:
Increase budget to $33,924,516 (add $4,000,000 Institution Bond funds) to revise the scope to upfit one floor of research space in USC’s Omega II Research Facility.  One floor of approximately 22,000 square feet will be upfitted with these funds when the research unit that will occupy the space has been identified.  The original project scope included construction of the building and generic configuration of interior spaces.  As specific research units are identified to occupy the building, additional funds are being added and will continue to be added to upfit the space for the specialized and unique program needs of the researchers who will occupy the space.  The agency reports the total projected cost of this project at this time is $33,924,516 and no additional annual operating costs will result from this request.

(n) Summary 8-2007:  JBRC Item 20.  USC - Columbia


Project:
6038, Athletic Master Plan Phase I Development


Request:
Increase budget to $12,800,000 (add $7,498,000 Revenue Bonds and $4,502,000 Other, Private funds) to revise the scope to construct an approximately 35,000 square foot Academic Enrichment Center as the first capital investment in the redevelopment of the Roost area for athletics at USC.  The Academic Enrichment Center will include instructional, study, meeting and support spaces and is needed to provide student athletes with an environment that is conducive to learning and to make USC competitive with other SEC schools.  The agency reports the total projected cost of the Academic Enrichment Center is $12 million and of the entire Athletic Master Plan is $194 million.  Additional annual operating costs for the center of $270,900 will result in the three years following building completion.  (See Attachment 6 of the agenda materials for this item for additional annual operating costs.)

(o) Summary 8-2007:  JBRC Item 24.  Winthrop University


Project:
9524, Lois Rhame West Health, Physical Education and Wellness Center Construction


Request:
Increase budget to $27,390,000 (add $734,507 Institution Bonds and $1,755,493 Other, Institutional Capital Project Funds) to complete construction of the 130,000 square foot Lois Rhame West Health, Physical Education and Wellness Center at Winthrop.  During construction, more extensive relocation and replacement of utility infrastructure was needed than was originally anticipated to support this new facility and the new Campus Center.  The work included rerouting and replacing electrical, water, sewer, chilled water, steam and storm water lines.  In addition, curb and gutter work was done to repair a road which ran over the utilities.  Because of this additional utility work already completed, additional funds are needed to finish the center so it can open this summer.  The agency reports the total projected cost of this project is $27,390,000 and additional annual operating costs ranging from $221,500 to $243,000 will result in the three years following project completion.  (See Attachment 7 of the agenda materials for this item for additional annual operating costs.)

(p) Summary 8-2007:  JBRC Item 27.  Medical University of South Carolina


Project:
9782, College of Nursing Clinical Teaching Lab Construction


Request:
Increase budget to $2,500,000 (add $1,000,000 Other, University Generated funds) to cover current cost estimates to construct a clinical teaching lab in the College of Nursing Building at MUSC.  The work will include reconfiguring and renovating 10,860 square feet of space on the first floor, adding an additional 1,072 square feet for storage and a mechanical room, redesigning the main entrance of the building, and replacing the building’s 50 year-old electrical system.  This simulated clinical lab will contain ten separate labs where students can practice on manikins and develop techniques based on performance and safeguard standards.  The agency reports the total projected cost of this project is $2,500,000 and no additional annual operating costs will result from the project.

(q) Summary 8-2007:  JBRC Item 2.  Budget and Control Board


Project:
9827, State Park - DHEC Pharmaceutical Warehouse Construction - Phases 1A and 1B


Request:
Increase budget to $988,820 (add $400,000 Other, DHEC funds) to revise the scope to provide site work for construction of emergency pharmaceutical warehouse facilities for DHEC at State Park.  The work will include construction of a 5,000 square foot conditioned storage facility with security, adjacent to Hayne Lab, for stockpiling emergency medicines and site work, including electrical and plumbing infrastructure and a detention pond, to support this and future phases of construction.  Additional phases, when funds become available, will include construction of a 15,320 square foot National Stockpile and Emergency Response vehicle garage and of another 5,000 square foot conditioned storage facility for public emergency pharmacy stockpiles.  All these phases will be attached to each other.  The agency reports the total projected cost of all phases is approximately $4 million and additional annual operating costs for this phase ranging from $12,500 to $25,000 will result in the three years following project completion.  (See Attachment 8 of the agenda materials for this item for additional annual operating costs.)

(r) Summary 8-2007:  JBRC Item 28.  Educational Television


Project:
9514, Telecommunications Center Renovation


Request:
Increase budget to $609,000 (add $400,000 Other, Operating Revenue funds) to begin design work to renovate approximately 30,000 square feet in ETV’s Telecommunications Center.  ETV plans to consolidate all Columbia staff into the Telecommunications Center and sell its administration building.  Beginning design work now will allow ETV to get a detailed cost estimate for the project prior to pursuing the sale of the administration building.  The renovation will include work on the electrical, HVAC, and plumbing systems, walls, and ceilings, installing new lighting, replacing the roof, and constructing a storage building.  The agency reports the total projected cost of this project is $8,196,000 and annual operating cost savings of $200,000 will result in the three years following project completion.  (See Attachment 9 of the agenda materials for this item for annual operating cost savings.)

(s) Summary 8-2007:  JBRC Item 29.  Department of Mental Health


Project:
9678, State Veterans Home Construction


Request:
Increase budget to $28,914,884 (add $38,554 Other, Insurance Reserve Fund, $205,000 Other, Department of Transportation C Fund, and $100,000 Other, Economic Development Grant funds) to reimburse the project for costs incurred during construction of a 220-bed Veterans Nursing Home in Colleton County by the Department of Mental Health.  The reimbursements will cover the cost of a turning/bicycle lane required by DOT, outside lighting for the facility, and incidents including stolen property, vandalism and a lighting strike that damaged equipment.  The funds will be used to construct a laundry for the Veterans Home which was included in the original design but removed from the construction contract when costs came in over budget.  The agency reports the total projected cost of this project is $28,914,884 and no additional annual operating costs will result from this request.

(t) Summary 8-2007:  JBRC Item 32.  Department of Corrections


Project:
9661, MacDougall - 96 Bed Housing Unit and Infrastructure Upgrade


Request:
Increase budget to $2,556,500 (add $296,100 Federal and $32,900 Other, Conviction Surcharge funds) to complete the addition of a 96-bed housing unit and related infrastructure at MacDougall Correctional Institution in Berkeley County.  Additional funds are needed to cover construction and materials cost increases since the project was established in 2003.  The unit will provide housing for 96 male inmates.  The agency reports the total projected cost of this project is $2,556,500 and additional annual operating costs of $1,127,042 will result in the three years following project completion.  (See Attachment 10 of the agenda materials for this item for additional annual operating costs.)

(u) Summary 8-2007:  JBRC Item 33.  Department of Corrections


Project:
9662, Stevenson - 96 Bed Housing Unit and Infrastructure Upgrade


Request:
Increase budget to $4,400,000 (add $360,000 Federal and $40,000 Other, Conviction Surcharge funds) to complete the relocation of a 96-bed housing unit from Greenwood and construct a new kitchen and dining facility at Stevenson Correctional Institution in Columbia.  The unit will house 96 male inmates.  Additional funds are needed to cover construction and materials cost increases since the project was approved in 2005.  The agency reports the total projected cost of this project is $4.4 million and additional annual operating costs of $957,662 will result in the three years following project completion.  (See Attachment 11 of the agenda materials for this item for additional annual operating costs.)

(v) Summary 8-2007:  JBRC Item 34.  Department of Corrections


Project:
9685, Ridgeland - Prison Industries Building Site Improvements


Request:
Establish project and budget for $670,000 ($490,000 Other, Prison Industries Fund and $180,000 Other, Donation funds) to make site improvements around the prison industries building at Ridgeland Correctional Institution.  The work will include improvements for site and storm drainage, additional gravel for tractor trailer parking, and improvements to the existing interior and exterior perimeter roads.  Temporary security measures needed during construction, including cameras and lighting, will also be included.  Heavier trucks and more frequent shipments to the prison industries building have resulted in wear and tear on the roads, which need to be strengthened to handle the load.  The agency reports the total projected cost of this project is $670,000 and additional annual operating costs of $20,000 for temporary security will result only in the year the project is ongoing.  (See Attachment 12 of the agenda materials for this item for additional annual operating costs.)

(w) Summary 6-2007:  JBRC Item 10.  Department of Juvenile Justice


Project:
9580, Statewide Modular Buildings Purchase


Request:
Increase budget to $985,188 (add $350,000 Other, Medicaid funds) to revise the scope to purchase and install two additional 1,500 square foot modular buildings for the Department of Juvenile Justice.  The buildings will be located at the Midlands Evaluation Center in Columbia and at the Upstate Evaluation Center in Union and will be used for educational purposes.  The modular buildings are needed because of additions to the curriculum and requirements for special education.  The agency reports the total projected cost of this project, now including seven modular buildings, is $985,188 and additional annual operating costs of $4,200 for the two additional units will result in the three years 
following project completion.  (See Attachment 13 of the agenda materials for this item for additional annual operating costs.)

(x) Summary 8-2007:  JBRC Item 35.  Department of Juvenile Justice


Project:
9583, Community Connections Center Construction Gift


Request:
Increase budget to $3,093,000 (add $2,929,000 Other, Construction Gift) to accept the gift of construction of a 10,555 square foot facility on the Department of Juvenile Justice’s Broad River Road complex.  The facility will be a multi-functional building to encourage visitation, group activities, volunteer mentoring programs and staff functions.  The construction gift will be funded and donated by the Friends of Juvenile Justice, which has already donated design services for the facility.  The agency reports the total projected value of the gift is $3,093,000 and additional annual operating costs of $35,700 will result in the three years following project completion.  (See Attachment 14 of the agenda materials for this item for additional annual operating costs.)

Information relating to this matter has been retained in these files and is identified as Exhibit 16.

General Services Division:  Department of Health and Environmental Control Lease (Farrow Road) (Regular Session Item # 4)
The Department of Health and Environmental Control (DHEC) currently leases 68,020 square feet of office space at 8901 Farrow Road in Columbia, to house its Bureau of Land and Waste Management staff of 252.  The current lease expires on June 30, 2007.  The landlord has agreed to contribute $2 per square foot ($136,040 total) toward improvements to the premises, and DHEC wishes to remain in this location.  The proposed lease would be for a term of five years.  The rental rate is $16 per square foot and includes $4.54 toward operating expenses.  The first year rent will be $1,088,320, with a five percent per year cap on operating expense escalations after the first year. Assuming operating expenses increase at five percent per year, the maximum rent over the five year term is $5,604,848.  The lease was approved by JBRC at its May 2, 2007, meeting.
Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the board approved the proposed lease for DHEC at 8901 Farrow Road in Columbia for a term of five years with a maximum rent of $5,604,848 over the term of the lease.
Information relating to this matter has been retained in these files and is identified as Exhibit 17.

General Services Division:  Medical University of South Carolina Lease (Regular Item # 5)

The Medical University of South Carolina (MUSC) wishes to execute a new lease for their current space at 135 Cannon Street in Charleston.  MUSC moved to this space in 2001 after being displaced from the Rutledge Tower when it was converted into clinical space.  MUSC occupies 33,555 actual BOMA square feet of office space for their Public Relations, Biostatistics/Epidemiology and Environmental Biosciences programs.  The base rent is fixed over the five year term at $19.42 per square foot.  Actual Common Area Maintenance (CAM) expense increases are limited to the lower of three percent per year or the Consumer Price Index.  CAM for the first year is $143,409.34 or $4.27 per square foot.  In addition to the CAM payment, MUSC also pays additional operating costs for electricity and real property taxes presently at $146,687.08 per year, or $4.37 per square foot.  The rent for the first year including the CAM and additional operating costs is $941,861.39.  Over the five-year term, the rent totals $3,258,824.85 and the maximum CAM is estimated at $761,379.67.  The lease was approved by JBRC at its May 2, 2007, meeting.  

Mr. Ravenel said that he talked to the owner and the owner has agreed to reduce the rent by forty cents.  He said that is in addition to negotiations with the owner to keep the rent flat instead of having bumps.  He said that through these negotiations it has been acceptable to the owner to help save the State $200,000.  He said he wanted to submit his proposal in lieu of what has been proposed.  He said that his proposal saves about $13,000 off of the base rent per year and about $65,000 over five years.  Senator Leatherman asked whether the proposal reduces the square foot over a five year period to which Mr. Ravenel said that is correct.   

Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board approved the proposed five year lease for MUSC at 135 Cannon Street in Charleston that reduced the fixed base rent from $19.42 per square foot to $19.02 per square foot which reduced the base rent over the five year term from $3,258,824.85 to $3,191,117.60 and a maximum actual Common Area Maintenance estimated at $761,379.67 over the term of the lease.

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

General Services Division:  State Board of Technical and Comprehensive Education Lease (Regular Item # 6)

The State Board of Technical and Comprehensive Education currently occupies 28,697 square feet of office space in Columbia, at 111 Executive Center Drive, Enoree Building, to house its staff of 82.  The current lease expires June 30, 2007.  The State Board has occupied this space since July 1990 and wishes to extend the current lease.  The proposed lease is for a term of five years.  The proposed lease rental rate is $12.00 per square foot and increases at three percent per year.  Actual operating expenses are limited to actual costs, not to exceed increases of five percent per year.  The rent for the first year is $344,364.  Assuming operating expenses increase at five percent per year, the maximum rent over the five year term is $1,860,713.48.  The lease was approved by JBRC at its May 2, 2007, meeting.

Upon a motion by Mr. Cooper, seconded by Senator Leatherman, the Board approved the proposed lease for the State Board for Technical and Comprehensive Education at 111 Executive Center Drive in Columbia for a term of five years with a maximum rent of $1,860,713.48 over the term of the lease.

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

Office of Human Resources:  FY 2007-2008 Pay Guidelines for Unclassified Employees (Regular Item # 7)

The 2007-2008 Appropriation Act, pending final approval by the General Assembly and the Governor, provides for variable annual salary increases to all unclassified employees. The Act further states that guidelines for unclassified pay increases must be established by the Board.


Upon a motion by Mr. Cooper, seconded by Senator Leatherman, the Board approved the proposed guidelines for unclassified salary increases contingent upon approval of the 2007-2008 Appropriation Act by the General Assembly and the Governor.

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

College of Charleston:  Not Exceeding $60,000,000 Higher Education Facilities Revenue Bonds, Series 2007C, of the College of Charleston and Not Exceeding $70,000,000 Academic and Administrative Facilities Revenue Bonds, Series 2007D, of the College of Charleston (R8)

The Board was asked to adopt a resolution making provision for the issuance and sale of not exceeding $60,000,000 Higher Education Facilities Revenue Bonds, Series 2007C, of the College of Charleston, and not exceeding $70,000,000 Academic and Administrative Facilities Revenue Bonds, Series 2007D, of the College of Charleston.


The proceeds form the sale of the bond will be used for the acquisition of the George Street Residence Halls which contains 637 beds and for (i) the expansion and renovation of the School of the Arts Building for the purpose of reconfiguring certain portions of the existing facility; (ii) the acquisition, construction and equipping of a new Physical Education/Arena Complex to include classroom facilities and administration facilities; (iii) the acquisition, construction and equipping of certain portions of a new Science Center; and (iv) refinancing certain prior Academic and Administrative Facilities Revenue Bonds issued under the General Bond Resolution 


Upon a motion by Senator Leatherman, seconded by Mr. Eckstrom, the Board adopted a resolution making provision for the issuance and sale of not exceeding $60,000,000 Higher Education Facilities Revenue Bonds, Series 2007C, of the College of Charleston, and not exceeding $70,000,000 Academic and Administrative Facilities Revenue Bonds, Series 2007D, of the College of Charleston.
Information relating to this matter has been retained in these files and is identified as Exhibit 21.
Future Meeting


The Board agreed to meet at 10:00 a.m. on Tuesday, June 12, 2007, in the Governor’s conference room in the Wade Hampton Building.  
Executive Session

Office of Human Resources:  Compensation (Approval of Hiring Salaries for the Director of the Criminal Justice Academy and Director of the Department of Social Services) (Executive Session Item # 1)


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 reviewed the requests and recommended the hiring salaries as follows:
	Name
	Agency
	Salary Range
	Requested

Salary
	Recommended

Salary

Salary

	William Neill
	Criminal Justice Academy
	$76,367 - $96,974 - $118,308
	$90,000 
	$90,000 

	Kathleen Hayes
	Department of Social Services
	$131,417 - $166,879 - $203,592
	$140,000 
	$135,000 



Upon a motion by Mr. Cooper, seconded by Senator Leatherman, the Board approved the following salary requests as recommended by the Agency Head Salary Commission:

William Neill - Criminal Justice Academy - $90,000; and
Kathleen Hayes - Department of Social Services - $135,000.

Adjournment

The meeting was adjourned at 11:15 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 12:12 p.m. on Friday, May 11, 2007.]

