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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING


November 6, 2007             10:00 A. M.
The Budget and Control Board (Board) met at 10:00 a.m. on Tuesday, November 6, 2007, in the Governor's conference room in the Wade Hampton Office Building, with the following members in attendance:

Governor Mark Sanford, Chairman;

Mr. Converse A. Chellis, III, State Treasurer;
Mr. Richard Eckstrom, Comptroller General;

Senator Hugh K. Leatherman, Sr., Chairman, Senate Finance Committee; and
Representative Daniel T. Cooper, Chairman, Ways and Means Committee.

Also attending were Budget and Control Board Executive Director Frank Fusco; Chief of Staff William E. Gunn and Division Directors Peggy Boykin, Thomas Lucht, and Rich Roberson; General Counsel Edwin E. Evans; Governor’s Deputy Chief of Staff Scott D. English; Deputy State Treasurer Frank Rainwater; Comptroller General’s Chief of Staff Nathan Kaminski, Jr.; Senate Finance Committee Budget Director Mike Shealy; Ways and Means Committee Chief of Staff Beverly Smith; Board Secretary Delbert H. Singleton, Jr., and other Budget and Control Board staff.  

Adoption of Agenda for Budget and Control Board
Upon a motion by Senator Leatherman, seconded by Mr. Chellis, the Board adopted the Budget and Control Board agenda after amending the agenda by adding a blue agenda item concerning the payment at the minimum of the range for those agency heads whose salaries are below the minimum; adding a regular session item to consider approving a contract for the sale of Port Royal terminal properties; adding a regular session item to reconsider the resolution adopted at the Board’s September 25, 2007, with regard to the Donaldson Center Industrial Air Park; and deleting an item (Regular Session #3) concerning a contract for unused fiber optic cables for South Carolina Light Rail.
Minutes of Previous Meeting


Upon a motion by Mr. Cooper, seconded by Senator Leatherman, the Board approved the minutes of the September 25, 2007, Budget and Control Board meeting.
Blue Agenda


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

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

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

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

	Description 

of Issue
	Agency/Institution 

(Borrower)
	Borrower’s 

Counsel
	Issuer’s 

Counsel

	$10,000,000 Goglanian Bakeries, Inc.*
	South Carolina Jobs Economic Development Authority
	Nexsen Pruet
	Haynsworth Sinkler Boyd

	$35,000,000 South Carolina Electric & Gas Company
	South Carolina Jobs Economic Development Authority
	McNair Law Firm
	Haynsworth Sinkler Boyd

	$100,000,000 Bon Secours Health Systems, Inc.
	South Carolina Jobs Economic Development Authority
	Nexsen Pruet
	Haynsworth Sinkler Boyd

	$19,000,000 LifePoint, Inc.
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	McNair Law Firm

	$14,000,000 Carolina Pride Foods, Inc.
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	Nexsen Pruet

	$4,000,000 All Saints Episcopal Day School, Inc.
	South Carolina Jobs Economic Development Authority
	Haynsworth Sinkler Boyd
	Howell & Linkous

	$40,000,000 South Carolina Generating Company, Inc.
	South Carolina Jobs Economic Development Authority
	McNair Law Firm
	Haynsworth Sinkler Boyd

	$10,000,000 Nasmyth Precision Products, Inc.
	South Carolina Jobs Economic Development Authority
	McNair Law Firm
	Haynsworth Sinkler Boyd


*Reassignment

OTHER REVENUE ISSUES:

	Description of Issue
	Agency/Institution
	Approved Bond Counsel

	$8,000,000 Athletic BAN Renewal; $2,000,000 New Funds
	University of South Carolina
	Haynsworth Sinkler Boyd

	$16,700,000 Higher Education Facilities Revenue Bonds
	University of South Carolina
	Nexsen Pruet

	$35,600,000 Athletic Facilities Revenue Bonds/BANs
	University of South Carolina
	Haynsworth Sinkler Boyd



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

Office of Human Resources:  Provide for Payment at the Minimum of the Range for those Agency Heads Whose Salaries are Below the Minimum as required by the South Carolina Code of Laws Section 8-11-165 (Blue Agenda Item #1A)
Pursuant to S.C. Code of Laws Section 8-11-165, a salary and fringe benefit survey for agency heads is to be conducted every three years.  The Board contracted with Hay Management Consultants to update the evaluation and market pricing of the agency head positions.  Hay consultants met with each agency head and evaluated each position based on the interviews and other documentation.  Comparisons were made with similar positions throughout the United States for market analysis.

The Agency Head Salary Commission met on November 5, 2007 and adopted the salary ranges as proposed by the Hay Group.  According to Section 63.9 of the 2007-2008 Appropriation Act, “no agency head or technical college president shall be paid less than the minimum of the salary pay range.”  To comply with state law, agency head salaries are required to be adjusted to the minimum of the new salary ranges.
Donna Traywick appeared before the Board on this item along with Bill Regal, Vice-president with the Hay Associates.  She advised the Board that pursuant to state statute and the Appropriation Act the salary and fringe benefit survey for agency heads was conducted this summer.  She stated that the Board contracted with the Hay Associates to update the evaluation of agency heads and college and university presidents’ positions.  She indicated that the Agency Head Salary Commission met the day before the Board meeting and adopted new ranges.  She stated that pursuant to state law an agency head must be paid between the minimum and maximum of the salary range.  She said that the Board was being presented with ten agency heads’ salaries which are below the minimum of the new adopted ranges and that the Board is requested to adjust the agency heads’ salaries to the minimum of those salary ranges in compliance with state law. 

Mr. Eckstrom asked whether the salaries of the agency heads whose salaries are above the minimum are being adjusted as a result of the study.  Ms. Traywick said that their salaries will be considered for performance increases at the December 2007 Board meeting.  She said that all agency head position salary ranges did change, but only these ten agency heads fell below the minimum of their salary range.  Mr. Eckstrom further asked what the average increase was as a result of the survey.  Ms. Traywick said that the average increase in the midpoint of the salary range, which is considered market rate, is 8.2% for agency heads and around 13% for college and university presidents.  She noted that the percentage was not for every agency head, but an average and that some positions grew more rapidly than others.  Mr. Eckstrom asked what the average increase would be to get these ten agency heads up to the minimum range.  Ms. Traywick said these salaries averaged 1.4% of the total of what all agency head salaries are.  She said that these increases represented a variety of increases from less than 1% up to about 20%.  Mr. Eckstrom asked who the 20% would be.  Ms. Traywick stated that the larger changes occurred in some of the bigger positions and that the higher education market is moving faster than the agency head market.  She said the Medical University and the Piedmont Technical College positions probably got the largest increase.

Mr. Eckstrom asked how often the study is performed.  Ms. Traywick said that state law says the study should be performed every three years, but that it has been five years since the last study was done because of the economic conditions.  She noted that the State is lagging behind the market because of going a longer period of time without doing the study.  

Governor Sanford stated that this strikes him as the kind of thing that would only happen in government.  He noted that the State will begin the budget year at about $220 million in the hole and giving salary increases to people who have not asked for a salary increase.  Governor Sanford noted that Mr. Fusco and Emma Forkner, Department of Health and Human Services Director, have been on the job for only a couple of months and are now unilaterally getting salary increases.  He noted that there is no other state in the union with a budget and control board and asked how can one come up with a comp on what the agency range should be when there is no other agency in a state in the union that has a budget and control board.  He said that the State has done the reverse by way of a legislative proviso that limits the salary of the Secretary of the Department of Insurance, but in this case the State is making the increase automatic.  He stated that it seems as if the State is all over the map on this issue.  Governor Sanford further commented that given the budget situation the State is facing in January 2008 this does not seem to be the time of year to unilaterally raise salaries for people in many cases who have been on the job for one to three months.  

Ms. Traywick stated that this represents what the market rate for the position should be and not the individual.  She noted that the same is done for other positions in State government.  For example, she noted that the market rate for an administrative assistant’s position is looked at without regard to the individual that might have been in the position or one that may have been in the position for only two months.  She commented that the study is done on a regular basis to look at the positions to keep them at a marketable rate and hire qualified people.  Governor Sanford asked whether any of the agency heads have said that they will quit if they do not get a salary increase to which Ms. Traywick responded they have not.  Governor Sanford stated that in the business world it is not until one gets some competitive pressure that one says something like this has to be done.  

Mr. Regal spoke to the Board about the methodology and philosophy used in conducting the study.  He commented that the State and probably half of the other states in the union use a point factor system that has been deemed to be legally defensible and objective.  He said that Governor Sanford is correct that lots of other states do not have the same exact agency heads as South Carolina.  Governor Sanford said that in the case of the Board no other state has a budget and control board.  Mr. Regal pointed out that what the methodology does is to allow one to do a more apples to apples comparison based on job content and not necessarily based on job title.  He said that the courts have ruled that that methodology is a relatively objective way to conduct the study, i.e., not to look at job title to job title, but to look at job content to the size of job that is relatively similar.  Governor Sanford commented that he respects that quantitative approach, but the State does the reverse by adopting a legislative proviso that limits the salary for a secretarial position as with the case of the Department of Insurance.  Mr. Regal said that this goes to the pay philosophy of the organization in that some organizations try to do some level of balance between internal equity and external competitiveness.  

Mr. Chellis asked when and why did the State start using the salary reports.  Senator Leatherman commented that the State started using the salary reports back in the mid-1980s.  Ms. Traywick commented that at that time agency head and college and university head salaries were decided on the floor of the General Assembly in some ways based on who lobbied the best.  She stated that the General Assembly decided that having a more mutual and defensible entity come in and look at this issue and establish ranges for the salaries for these positions based on what the actual function was, would be a more efficient and effective way of administering pay for the  CEOs in State government.  She noted that the Agency Head Salary Commission was created in 1986 and that since that time the Hay methodology has been used in establishing those ranges.  Mr. Chellis commented that this was done to take the political pressure out of considering agency head salaries to which Ms. Traywick agreed.  She noted that the increases are always based on performance with exception of when the salary ranges and positions are looked at absent the individuals.  She said that when a vacancy occurs with the positions a fair market value is needed in trying to recruit qualified people for the positions.  Governor Sanford commented that with none of the agency heads in question planning to leave and in light of a $220 million budget shortfall, why approve this action now.  

Mr. Regal commented that another factor to consider is the potential pay compression between the agency heads and deputies.  He said that the ranges or the actual pay for agency heads will tend to suppress the salaries of the deputies and the number twos and threes in the agencies, but should or should not be relative to the market place.  Mr. Eckstrom commented that that underscores Governor Sanford’s point.  Governor Sanford said if there is no compression there is a much bigger hole to dig out of considering the $220 million shortfall.  Mr. Regal said that he did not follow that logic, but that with the compression of salaries good people who are underneath that group will leave because they have no room to grow with salary increases.  

Mr. Eckstrom commented that the compression argument is not that valid.  He said for the salaries for his office, the Treasurer’s Office, the Secretary of State’s Office, and the other constitutional officer’s are compressed, yet they do not have compression in their agencies because their deputies exceed their level of compensation.  He said there are ways to continue to operate for an agency head whose salary is limited.  

Mr. Eckstrom asked Mr. Regal how long his company has performed this service for the State to which Mr. Regal replied since 1986.  Mr. Eckstrom asked Mr. Regal whether his company’s contract with the State was competitively competed.  Ms. Traywick stated that the State has used the Hay Associates on a continuing basis because the entire comp system as well as the lower deputy director level is based on the Hay Associates’ methodology.  Ms. Traywick indicated that there was competition early on but not since that time.  Mr. Eckstrom noted that that was over 20 years ago.

Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board approved agency head salaries at the minimum of the range as required by state law effective December 1, 2007.  Senator Leatherman, Mr. Chellis, and Mr. Cooper voted for the item.  Governor Sanford and Mr. Eckstrom voted against the item.

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

Budget and Control Board:  Reconsideration of Donaldson Center Loan (Blue Item #1B)


Governor Sanford requested that the Board change the source of funding of a loan for the Donaldson Center Industrial Air Park from the State Energy Office to the Competitive Grants Program.  The loan was approved by the Board at its September 25, 2007, meeting.


Governor Sanford stated that at the September 2007 Board meeting everyone agreed that the Donaldson Center should be helped.  He said that the question was whether to borrow $2 million from the State Energy Office or take the money out of the Competitive Grants Program.  He said that there is a balance of roughly $21 million in the Competitive Grants Program which can be used instead of adding $2 million worth of borrowing to the next budget cycle given the shortfall that will already exist.  He said during the last month all of the indicators show that the national economy continues to deteriorate which will cause increased pressure in South Carolina’s budget.  He said that the projected $220 million shortfall could be a larger number based on what is happening in the national economy.  He stated that the Board can still revote on this matter and take the $2 million for the loan out of the Competitive Grants Program as opposed to borrowing the money.  He said that the Competitive Grants Program is supposed to be about economic development and the Donaldson Center fits within that purview.  Mr. Eckstrom asked whether the motion was for the $2 million to come from the Competitive Grants Program.  Governor Sanford stated that was the motion.


Upon a motion by Governor Sanford, seconded by Mr. Eckstrom, the Board denied a request from Governor Sanford to change the source of funding of a loan for the Donaldson Center Industrial Air Park from the State Energy Office to the Competitive Grants Program.  Governor Sanford and Mr. Eckstrom voted for the motion.  Senator Leatherman, Mr. Chellis, and Mr. Cooper voted against the motion.
General Services Division:  Adjutant General’s Office Lease to Centurion Logistics (Blue #2)

The Office of the Adjutant General proposes leasing a facility (approximately 6,000 square feet) on their campus at 1 National Guard Road in Columbia to Centurion Logistics, LLC.  This facility will be used for vehicle maintenance and parking.  Restrictions are in place to protect the agency and its mission.

The initial lease term will begin from the date signed by both parties until May 31, 2009, with renewal for two periods of two years each.   Rent will be $1,200 per month or $14,400 yearly.  Rent will increase by ten percent for each extended term agreed to.  Operating costs will be paid by the Centurion Logistics, LLC.  The lease may be terminated by either party with 60 days written notice unless the Office of the Adjutant General needs the premises while an emergency has been declared or to fulfill its mission.
The Board approved the proposed lease and two renewal options of two years each between the Office of the Adjutant General and Centurion Logistics, LLC.

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

General Services Division:  Department of Education Lease to the Aiken County Public School District (Blue Agenda Item #3)

The Department of Education (DOE) proposes leasing a portion of property known as the Aiken School Bus Maintenance Shop to the Aiken County Public School District for an indefinite term.  The premises will be used primarily for parking state-owned school buses and other vehicles on a space-available basis, and for housing portable buildings to be placed on the property that will be used as office space to provide school transportation related services.  The school district will be responsible for all costs associated with obtaining and maintaining said buildings.  In lieu of paying rent, the school district will pave and maintain the parking area leased.  As further consideration, the school district will also install an interior fence with a lockable gate separating the leased premises from the adjoining property used by the DOE, install a lockable gate along the existing exterior fence surrounding the entire property and pave the property entrance at the exterior gate.  The lease allows the school district’s buses to be located within a close proximity to the DOE repair facility.

The Board approved the Department of Education request to lease to the Aiken County Public School District a portion of property known as the Aiken School Bus Maintenance Shop for an indefinite term.
Information relating to this matter has been retained in these files and is identified as Exhibit 4.

General Services Division:  Horry-Georgetown Technical College and Georgetown County Lease Agreement (Blue Agenda Item #4)

The SC Technical College System requests approval of a lease between Horry-Georgetown Technical College and Georgetown County regarding a 7,200 square foot technical training center located on ±1.54 acres of the college’s Georgetown campus.  The training center was constructed with funds from a community development block grant, Georgetown County and the Center for Accelerated Technology Training (CATT).  CATT is a division of the SC Technical College System.  Under the agreement, the college will lease the 1.54 acre tract to the county free of charge, and the county will lease the facility to the college for $1.00 per year.  The college will be responsible for all operating and maintenance costs of the facility and the adjoining parking area.  The building will be used by the college to provide credit and non-credit instruction and workforce training in accordance with the obligations of the block grant and to meet training needs of American Gypsum, a wallboard manufacturing company that has a facility located in Georgetown.  The term of the lease is for 25 years with an additional term of ten years.  The college has the option to terminate the lease at the end of the 25-year term.  After the end of both terms the college will own the building.  No college funds were invested in the construction of the building.  Approval of the lease has been granted by the Horry-Georgetown Area Commission and by the SC Technical College System on behalf of the State Board for Technical and Comprehensive Education.


The Board approved the proposed lease and ten year renewal thereof between Horry-Georgetown Technical College and Georgetown County regarding a 7,200 square foot technical training center located on ±1.54 acres of the college’s Georgetown campus.

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

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


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

	(a)
	County Location:
	Lexington

	
	From:
	Budget and Control Board

	
	To:
	South Carolina Electric and Gas Company

	
	Consideration:
	$700.00

	
	Description/Purpose:
	To grant a .72 acre easement for the installation, construction, operation and maintenance of an overhead 115kV transmission line crossing the Saluda River to tie the new Lake Murray Transmission Substation to the existing electrical transmission system.


	(b)
	County Location:
	Charleston

	
	From:
	Budget and Control Board

	
	To:
	SCE&G / SCANA Services, Inc.

	
	Consideration:
	$700.00

	
	Description/Purpose:
	To grant a .02 acre easement for the construction, operation and maintenance of a gas main beneath an unnamed canal crossing Bees Ferry Road to serve existing and future developments.



The Board also concurred and acquiesced in granting the following easements in accordance with SC Code of Laws 10-1-130:

	(c)
	County Location:
	Richland

	
	From:
	University of South Carolina

	
	To:
	South Carolina Electric and Gas Company

	
	Consideration:
	$1.00

	
	Description/Purpose:
	To approve the grant of an .058 acre easement for the installation of a transformer and switchgear on USC property as part of the Wheat Street Streetscape Development Project.


	(d)
	County Location:
	Richland

	
	From:
	Williams at Blossom, LLC

	
	To:
	University of South Carolina

	
	Consideration:
	$1.00

	
	Description/Purpose:
	To receive an agreement and easement for the construction and maintenance of an underground sewer line from the USC baseball stadium property to the City of West Columbia sewer lift station.


	(e)
	County Location:
	Richland

	
	From:
	Williams at Blossom, LLC

	
	To:
	University of South Carolina

	
	Consideration:
	$1.00

	
	Description/Purpose:
	To receive an agreement and easement for access, ingress, and egress to and from Williams Street and along property owned by USC.



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

Office of State Budget:  Department of Juvenile Justice Request to Change the Source of Funds for 113.53 FTEs from Other-Funded to State-Funded (Blue Item #6)

Summary:

The Department of Juvenile Justice (DJJ) requested authorization to change the source of funding for one hundred thirteen and fifty-three hundredths (113.53) Other-Funded FTE positions to one hundred thirteen and fifty-three hundredths (113.53) State-Funded FTE positions.

Background Information:

The FY 2007-08 Appropriation Act provided $13 million in state general funds to provide replacement of federal funds which will be lost due to the Centers for Medicare and Medicaid Services (CMS)’s decision to no longer cover mental health services in any institution with over 16 beds.  As a result, DJJ will lose Medicaid reimbursement funds (other funds) during Fiscal Year 2007-08, which will be replaced by $4,774,900 in recurring state general funds transferred from the Department of Health and Human Services (DHHS). The requested change in the source of funds for the referenced positions would align the positions with the current source of funding.

The Board approved an increase of the Department of Juvenile Justice’s total authorized state positions by 113.54 and decreased other positions by 113.53 positions.

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

Office of State Budget:  Report of FTE Positions Recommended for Deletion in Accordance with Proviso 63.13 (Blue Agenda Item #7)
Proviso 63.13 of the FY 2007-08 Appropriation Act authorizes the Budget and Control Board to delete FTE positions that have been vacant for more than one year.  As of September 30, 2007, state agencies had 7,841.18 vacant positions and 537.19 have been vacant for more than one year.  These numbers reflect adjustments made for positions previously filled and positions that are being actively recruited.  The criteria used by the Board for the last three years is to allow agencies a 5% vacancy rate/10 position minimum before any positions would be deleted.  Agency requests for additional special exemptions from the deletion process are also recommended.  

The following is a summary of FTE information as of September 30, 2007:






TOTAL

FTE Positions Authorized
70,151.50

FTE Positions Currently Vacant
7,841.18

FTE Positions Vacant Over 1 Year
537.19

FTE Exemptions Allowing Agencies a 5% 

Vacancy Rate/10 Position Minimum.
81.19

Recommended Special Exemptions
6.00

Total Positions Recommended for Deletion
450.00

Schedule A of these of this agenda item was attached and summarizes by agency the FTE positions that are recommended for exemptions and/or deletion.  Deleted positions are rounded to whole positions.

The Board in accordance with Proviso 63.13, the Board, as recommended by the Office of State Budget, approved deleting the FTE positions which have remained vacant for more than one year as was outlined in Schedule A of the materials for this agenda item.


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

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

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

	(a)
	Agency:
	Department of Natural Resources

	
	Acreage:
	361± acres of undeveloped land

	
	Location:
	On Horse Pasture Road west of US Highway 178 along the SC/NC state line.

	
	County:
	Pickens County

	
	Purpose:
	To acquire property in the Jocassee Gorges area that adjoins the Laurel Fork Heritage Preserve to protect the state’s significant natural and cultural resources and provide recreation, education and research opportunities for the public.

	
	Appraised Value:
	$2,530,000

	
	Price/Seller:
	$2,404,660 / Chinquapin Hollow, Inc., c/o Copley Smoak and Lois Cathcart, Chapin

	
	Source of Funds:
	Other, Heritage Land Trust Funds

	
	Project Number:
	P24-9901

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

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

	
	Current Year Property Tax:
	$371

	
	Approved By:
	JBRC on 10/30/07

	
	Additional Information:
	This request includes approval of a budget increase to the permanent improvement project to $2,429,660 from the fund source noted above.   


	(b)
	Agency:
	Department of Natural Resources

	
	Acreage:
	511± acres of undeveloped land

	
	Location:
	On SC Highway 28 near Walhalla.

	
	County:
	Oconee County

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

	
	Appraised Value:
	$3,110,000

	
	Price/Seller:
	$1,500,000 / The Nature Conservancy

	
	Source of Funds:
	Other, Heritage Land Trust Funds

	
	Project Number:
	P24-9903

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	Additional annual operating costs are estimated to be $2,500 and will be paid from Heritage Land Trust Funds.

	
	Current Year Property Tax:
	$600

	
	Approved By:
	JBRC on 10/30/07

	
	Additional Information:
	This request includes approval of a budget increase to the permanent improvement project to $1,520,000 from the fund source noted above.


	(c)
	Agency:
	Department of Transportation

	
	Acreage:
	6± acres of undeveloped land to be acquired by DOT from Chester County in exchange for 10.47± acres in an equal value swap.

	
	Location:
	On SCDOT Road in Chester, adjacent to DOT’s Chester County maintenance complex.

	
	County:
	Chester County

	
	Purpose:
	To provide an additional materials storage area for the Chester County maintenance complex.

	
	Appraised Value:
	$42,000 for both parcels

	
	Price/Seller:
	N/A - This is an equal value swap /  Chester County

	
	Source of Funds:
	N/A

	
	Project Number:
	U12-9707

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

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

	
	Current Year Property Tax:
	N/A

	
	Approved By:
	JBRC on 10/30/07 


	(d)
	Agency:
	USC - Upstate

	
	Acreage:
	N/A - This request is for improvements only, a 104,636± square foot, 5-story, 348-bed dormitory located on land owned by Spartanburg County and vested in the Spartanburg County Commission on Higher Education.

	
	Location:
	470 Hodge Drive on the USC - Upstate campus in Spartanburg

	
	County:
	Spartanburg

	
	Purpose:
	To acquire the facility to integrate the operation and maintenance with the remainder of campus housing assets.

	
	Appraised Value:
	$13,125,000

	
	Price/Seller:
	$13,000,000 / CPF Properties, LLC

	
	Source of Funds:
	Housing Revenue Bonds

	
	Project Number:
	H34-9536

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	Approved

	
	Additional Annual Op Cost/SOF:
	None

	
	Current Year Property Tax:
	N/A

	
	Approved By:
	CHE on 10/04/07; JBRC on 10/30/07

	
	Additional Information:
	This request also includes approval of a budget increase to the permanent improvement project to $13,050,000 from the fund source noted above.



Governor Sanford commented that it seems there is bracket creep into a more expensive form of higher education that historically has seen the low price point at the local community college and that when one gets into feeding and housing students that is a higher price point that has historically been the purview of research universities and four-year colleges.  He said that in this case the dorm facility is built by the foundation, but now the proposal is to move the dorm from the foundation to the State.  He stated that this ultimately drives up the operational costs of what has historically been a lower price point.  


Rick Kelly, Vice-president for Finance for USC, appeared before the Board on this item.  He stated that it is USC’s belief that acquiring the dorm will reduce cost.  He said USC has the ability to borrow money cheaper than its foundation and that this will reduce the borrowing cost associated with operation of the dorm.  He said that it is an auxiliary service that institutions provide that is market driven in that people must want to stay on campus.  He further stated that the General Assembly has said that housing is an institution that has to sit on its own bottom without using tuition dollars or other funds and subsidized housing.  Governor Sanford asked how can it not be subsidized if it is at a lower price point based on the financing.  Mr. Kelly said the market place allows them to borrow money cheaper than the foundation can borrow money.


Governor Sanford further stated that tuition has gone up 114% over the last couple of years which presents a problem of affordability for the average student.  He said that as a price point there is a higher operational cost that goes with “in residence” versus “non-residence”.  Mr. Kelly stated that he would respectfully not subscribe to that position.  


In further discussion, Governor Sanford said that USC is backing its way into the housing market rather than there being a deliberate decision by the General Assembly saying that the State is going to get into the housing market.  Mr. Kelly commented that this is a market driven approach and that they do not make students stay on the campus.  He said that the students want to stay on the campus and USC makes the service available to them.  


Upon a motion by Governor Sanford, seconded by Mr. Eckstrom, the Board separately approved this item.  Senator Leatherman, Mr. Chellis, and Mr. Cooper voted for the item.  Governor Sanford and Mr. Eckstrom voted against the item.

	(e)
	Agency:
	Central Carolina Technical College

	
	Acreage:
	42± acres

	
	Location:
	Near the intersection of I-20 and US Highway 521 in Camden 

	
	County:
	Kershaw County

	
	Purpose:
	To construct a Kershaw campus for Central Carolina Technical College.

	
	Appraised Value:
	N/A

	
	Price/Seller:
	Donation / Kershaw County

	
	Source of Funds:
	N/A

	
	Project Number:
	H59-9984

	
	Environmental Study:
	Approved

	
	Building Condition Assessment:
	N/A

	
	Additional Annual Op Cost/SOF:
	No additional annual operating costs are anticipated from the acquisition.  The college plans to construct an approximately 68,000 square foot classroom facility and infrastructure estimated to cost $18.6 million to be funded with state funds and federal grants and appropriations.  

	
	Current Year Property Tax:
	N/A

	
	Approved By:
	CHE on 10/1/07; JBRC on 10/30/07

	
	
	



Mr. Eckstrom asked whether this project is on the long term capital projects plan.  Ms. Carol Routh with the Office of State Budget said that the project was on the capital projects plan.  


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

Procurement Services Division:  Proposed Procurement and Surplus Property Regulations (Blue #9)
On September 25, 2007, the Board approved the drafting of procurement related regulations and submission of a Notice of Drafting to the State Register for publication. The regulations under consideration are (a) designed to effectuate changes contemplated by Senate Bill 282, which is currently pending in the legislature, and (b) modify surplus property regulations to conform to current Board organizational structure and terminology and to address current methods of disposal. Executive summaries and the proposed regulations are attached.


Mr. Eckstrom noted that the date for the hearing should be January 11, 2008.  He also stated that the regulation pertaining to surplus property seems to have an inconsistency with regard to portions of the regulation (Section 19-445.2150).  He noted that it seemed inconsistent that under Section 19-445.2150 (A)(2) the time period for identifying and declaring property surplus is 180 days and that under Section 19-445 (B)(1) the time for reporting the property as surplus is 90 days.  Ed Dickson with the Division of General Services explained that the language in subsection (A)(2) gives agencies 180 days to report property as surplus and that the language of the reporting item in subsection (B)(1) gives General Services 90 days after receiving the property to prepare the turn in document.  Mr. Dickson said that he would check to make sure there is no confusion in that regard.  Mr. Roberson noted that those subsections are not changed from the prior regulation.


Mr. Eckstrom further asked for an explanation of subsection (B)(2) concerning the costs of property relocation.  Mr. Dickson said that for certain property Surplus Property Management would absorb some of the costs and that there are other properties that the agencies want to give over to Surplus Property Management to dispose of and the agencies will have to share in the cost of doing so.  He said that process will be more defined in Surplus Property Management’s operating procedures.


With regard to subsection (D) concerning the public sale of surplus property, Mr. Eckstrom further asked why there is no requirement that the sale of surplus property be listed on the Board’s website or the Surplus Property Management’s website.  He said that it seems those would be the logical places to look if people were interested in acquiring surplus property and that it would expand the buyer pool.  He also pointed out that subsection (H) deals with the definition and sale of junk, but only defines junk and says nothing about sale.  He said the subsection should say something about the sale of junk.  Mr. Roberson said that the practice is that if property has value it is not declared as junk, but if the cost of relocating it to surplus is going to cost more than they can get out of it they will junk it and dispose of it.  Mr. Eckstrom stated that should be stated in the definition.  Mr. Dickson replied that modifications would be made.


The Board approved the proposed revisions to the procurement regulations (i) for publication in the State Register as proposed regulations, as required by the Administrative Procedures Act, and (ii) for submission to the General Assembly for legislative review, as required by the Administrative Procedures Act; provided, however, that the regulations shall not be submitted for legislative review if a public hearing is requested as required by Section 1-23-110(3);  and approved the scheduling of a public hearing by the Board, to be held in accordance with Section 1-23-111, for January 11, 2008, at 10:00 A.M. in the Governor's Conference Room, Wade Hampton Building, if such hearing is requested as required by Section 1-23-110(3).

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

Procurement Services Division:  Procurement Certification (Blue Agenda Item #10)
The Procurement Services Division, in accord with Section 11-35-1210, audited the following agency and recommended certification within the parameters described in the audit report for the following limits (total potential purchase commitment whether single-or multi- year contracts are used):

Department of Mental Health (for a period of three years):  underpads, diapers, none requested; hospital sundries excluding underpads, diapers, none requested; supplies and services, $250,000* per commitment; consultant/contractual services, $500,000* per commitment; information technology, $50,000* per commitment; construction services, $100,000 per commitment; construction contract change order, $100,000 per change order; architect/engineer contract amendment, $15,000 per amendment.



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


The Board in accord with Section 11-35-1210, granted the following procurement certifications within the parameters described in the audit report for the following limits (total potential purchase commitment whether single-or multi- year contracts are used) for the following agency:

Department of Mental Health (for a period of three years):  underpads, diapers, none requested; hospital sundries excluding underpads, diapers, none requested; supplies and services, $250,000* per commitment; consultant/contractual services, $500,000* per commitment; information technology, $50,000* per commitment; construction services, $100,000 per commitment; construction contract change order, $100,000 per change order; architect/engineer contract amendment, $15,000 per amendment.

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

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

Executive Director:  Revenue Bonds (Blue Agenda Item #11)
The Board approved the following proposals to issue revenue bonds:

a.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
Not Exceeding $4,400,000 Economic Development Revenue Bonds

Allocation Needed:
-0-

Name of Project:
All Saints’ Episcopal School

Employment Impact:
create 6 jobs

Project Description:
approximately 8,500 square foot multi-purpose building and an approximately 7,100 square foot media and administration center of the borrower to be located on borrower’s campus in the City of Florence, and refinancing of existing indebtedness of the borrower pertaining to certain existing improvements to the borrower’s facilities at the same location, including an existing approximately 22,000 square foot classroom building.

Note:
private sale

Bond Counsel:
Benjamin T. Zeigler, Haynsworth Sinkler Boyd, P. A.
(Exhibit 12)
b.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$20,000,000 Economic Development Revenue Bonds

Allocation Needed:
-0-

Name of Project:
Ashley Hall Foundation 

Employment Impact:
maintain 189 jobs; create additional 5 jobs

Project Description:
to defray the costs of acquisition, construction, furnishing, and equipping of classroom facilities and supporting academic buildings for Ashley Hall School.

Note:
negotiated private sale

Bond Counsel:
Samuel W. Howell, IV, Howell Linkous & Nettles LLC
(Exhibit 13)
c.
Issuing Authority:
Jobs-Economic Development Authority

Amount of Issue:
$100,000,000 Economic Development Revenue Bonds

Allocation Needed:
-0-

Name of Project:
Bon Secours Health System, Inc.

Employment Impact:
maintain employment for approximately 2,730 employees

Project Description:
to defray cost of acquiring by purchase certain building improvement and renovation, machinery, equipment and other assets for the hospital facilities of St. Francis Hospital, Inc.; fund a debt service reserve fund; provide working capital for St. Francis and borrower; pay interest and costs of issuance

Note:
private sale to Citigroup Global Markets, Inc. for public reoffering

Bond Counsel:
Amy Cobb Curran, Jones Day
(Exhibit 14)
d.
Issuing Authority:
The Citadel

Amount of Issue:
Not Exceeding $6,000,000 Revenue Bonds of the Citadel, the Military College of South Carolina

Allocation Needed:
-0-

Name of Project:
The Citadel, the Military College of South Carolina

Employment Impact:
n/a

Project Description:
providing financing for the construction of the sky boxes in Johnson Hagood Stadium as well as other improvements to the athletic facilities of The Citadel

Bond Counsel:
Jeremy L. Cook, Haynsworth Sinkler Boyd, P. A.
(Exhibit 15)


Governor Sanford noted his objection to this item given the budget situation the State is in and that the Readiness Center is more than a readiness center.


Mr. Eckstrom asked whether the $6 million goes to fund any of the Readiness Center or whether this issue is to purely fund the Citadel skybox project.  Senator Leatherman also asked whether the skyboxes had been sold to raise the revenue.  Curt Holland, Vice-president for Finance for the Citadel, stated that the revenue would be covered through skybox sales and club seat sales.  Mr. Eckstrom asked whether the skyboxes had been sold to which Mr. Holland replied that they had been sold.  Mr. Eckstrom asked why money is being borrowed if the skyboxes have been sold.  Mr. Holland stated that customers are paying them out over three to seven years and that the debt will be serviced with the annual payments from the skyboxes and the club seats.  Mr. Eckstrom also asked whether this was a 25-year bond.  Mr. Holland said that the bonds will be for 10 to 15 years depending upon the best rate they can get, but that their intent is to retire the debt as soon as possible.


Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board separately approved this item.  Senator Leatherman, Mr. Cooper, Mr. Chellis, and Mr. Eckstrom voted for the item.  Governor Sanford voted against the item.
e.
Issuing Authority:
Housing Finance and Development Authority

Amount of Issue:
Up to $8,000,000 Multifamily Rental Housing Revenue Bonds

Allocation Needed:
-0-

Name of Project:
Avalon Hills Apartments

Employment Impact:
n/a

Project Description:
construction and equipping of a 144-unit apartment development to be located in Spartanburg County – 295 Southport, LP, Developer

Bond Counsel:
April C. Lucas, Nexsen Pruet Adams Kleemeier, LLC
(Exhibit 16)
Secretary of State:  Notice of Expenditure of Funds (Regular Session Item 1)
Pursuant to S.C. Code Ann. Section 1-11-470, Secretary of State Mark Hammond has advised the Board that he will be expending funds to purchase radio and television time.  The radio and television time will be used for a public awareness campaign on charity and telemarketing fraud.  The funds are from administrative fines issued by the Secretary of State pursuant to the Solicitation of Charitable Funds Act, Code Section 33-56-160.

The total expended for the 2006 public service announcement was $23,815.  Mr. Hammond expects the cost of the campaign not to exceed $30,000 this year.
Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board received a request from Secretary of State Mark Hammond concerning the expenditure of funds to purchase radio and television time not to exceed $30,000 for a public awareness campaign on charity and telemarketing fraud and unanimously voted to approve the use of the funds for such purpose.
Information relating to this matter has been retained in these files and is identified as Exhibit 17.

South Carolina State Ports Authority:  Approval of Contract for Sale of Port Royal Terminal Properties (Regular #1B)

The Board considered approval of the contract for the sale of Port Royal Terminal properties in accord with SC Code of Laws Section 54-3-700.
Senator Leatherman said that he wanted to commend the Ports Authority because the appraised value on the property was $25 million plus and there is a contract for $26 million for the sale of the property.  He said that there was only one response to the solicitation and the Ports Authority has done a fine job in disposing of the property.  

Neil Robinson, counsel for the Ports Authority, appeared before the Board on behalf of the Ports Authority.

Governor Sanford said that this was a long time in coming.  He indicated that he has a couple of questions that he wanted Tom Davis, the Governor’s legal counsel, to ask.  Mr. Davis said that he has reviewed the contract and that it is a very good contract.  He said that of particular interest to Governor Sanford is paragraph 4.3 concerning the zoning provision that talks about the development agreement that has been negotiated between the current owner, the Ports Authority, and the Town of Port Royal in which Governor Sanford was involved.  Mr. Davis said that he was pleased to see in the contract the obligation of the new buyer to abide by the development agreement and that the Ports Authority retains the right to ensure that the buyer complies with the existing development agreement.  He stated that one of Governor Sanford’s concerns was that there not be a means for the contract to later be renegotiated in a way that might maximize dollars, but produce a development that is not compatible with the community or with what Governor Sanford wanted to do in terms of quality of life and open space.  Mr. Robinson stated that in addition the proposed buyer has also agreed to accept a deed from the Ports Authority that will contain covenants that require they abide by those provisions so that even if the development agreement were to expire or if someone tried to change it that would be in the deed to be asserted by any party in interest.  

Governor Sanford commented that he still has a question concerning performance and quality of performance.  He said this property is the anchor tenant to what happens in the Port Royal area and that if it is done right it can create tremendous value or if it is not done right there will be a real degradation of value of the larger peninsula.  He said that Patriots Pointe is a perfect case-in-point of the danger of non-performance wherein tremendous value was destroyed as a result of non-performance.  He asked Mr. Robinson to very carefully delve into the larger notion of performance over the next 90 days during the option period.  He said that he charges the buyer with not only financial performance but creative performance as well.  Governor Sanford also asked Mr. Robinson to confirm that no Ports Authority board member had any financial backing behind any of the investor groups that are behind the buyer.  Mr. Robinson acknowledged that Governor Sanford was correct.  

Mr. Eckstrom asked Mr. Robinson how the Ports Authority came to acquire a deed to the marshland that it is selling.  Mr. Robinson said that the marshland is only being quitclaimed to the developer.  He indicated that it was acquired in the 1940s as one large tract.  Mr. Eckstrom said that he thought that marshland had to be acquired through a king’s grant.  Governor Sanford explained that during that time one could go down to low water mark.  Mr. Robinson explained that was correct and that since then Attorney General’s opinions have stated just that.  He indicated that at the time the Ports Authority received the marshland it was done by quitclaim and that is all that they are giving to the buyer.  Mr. Eckstrom further asked whether the State has any precedent in conveying marshland to private owners.  Mr. Robinson said that the State can convey marshlands.  Mr. Eckstrom stated that it was his belief that the state had jealously guarded marshlands and that he was not aware that the State had ever conveyed marshlands to a private owner.  Mr. Robinson said that they are only conveying what they have to convey.  He said that the developers would have to get permits to develop the marshlands and that he does not think that is going to happen.

Governor Sanford further commented that he wanted to make clear some of the reservations he has about the developer based upon his limited due diligence.  He stated that there were other folks down the list that had proven capacity in that part of the world for a high quality product.  He said that he will look not only at financial return but he will also look at the quality of the project that is created for the ripple affect in that larger community.  He said that it is with reservation, based on his limited due diligence of what knows, but he hopes he is proven wrong in the next 90 days.  Mr. Robinson said that the Ports Authority shares Governor Sanford’s desire that this be a high quality project.

Mr. Eckstrom stated that he will have to abstain from voting on the item because he just received the document.  He said that he has not had the chance to do any due diligence on the item.  Governor Sanford indicated that he would abstain as well.  

Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board considered and approved a contract for the sale of Port Royal Terminal properties in accord with SC Code of Laws Section 54-3-700.  Governor Sanford and Mr. Eckstrom abstained from voting on this item.
Information relating to this matter has been retained in these files and is identified as Exhibit 18.

Office of State Budget:  Permanent Improvement Projects (Regular Session Item 2)
Upon a motion by Mr. Cooper, seconded by Senator Leatherman, the Board approved the following permanent improvement project establishment requests and budget revisions which have been reviewed favorably by the Joint Bond Review Committee [Some of the items were voted on individually and those individual votes are noted herein below.]:

(a)
Summary 3-2008:  JBRC Item 1.  The Citadel


Project:
9601, Campus Wide Energy Performance Contract Implementation

Request:
Establish project and budget for $125,000 (Other, Institutional Capital Project Funds) to conduct a detailed energy study to begin implementation of a campus wide energy performance contract at The Citadel.  The study will include a detailed energy audit with recommendations for improvements to be made to such systems as the HVAC, lighting, mechanical and electrical systems for energy savings on The Citadel campus.  Once the study is completed and recommendations are made, The Citadel will accept projects that will provide savings to pay for the improvements over a defined time period.  The agency reports the total projected cost of this project, to be determined after the study is completed, will range from $5 to $7 million and no additional annual operating costs will result from this request.

Mr. Eckstrom asked whether an estimate was available about how much annually would be saved through the energy study.  Mark Brandenburg, General Counsel for the Citadel, stated that there was an initial amount contained in the bid documents, but that the project basically provides that if the Citadel does certain projects they will save a certain amount of money.  He said that they do not have to do any of the projects, but depending on which projects they do they will get a related savings.  Mr. Eckstrom asked what the contemplated ranges of savings are.  Mr. Brandenburg stated that the savings are in the $800,000 range.


Governor Sanford noted that the same group has done work for the Department of Corrections on energy studies and has done so at no cost.  He said the group would get a percentage of the savings if implemented, but there were no up front charges as in this case.  He asked why this case is different.  Mr. Holland said that they will get the money back once they implement projects to achieve the savings.  


Governor Sanford further stated that the group apparently was not the lowest bidder and that they did not present the highest savings in terms of performance.  He said that while Buck Limehouse was on the Citadel’s board the matter had been stopped and then brought back up for a vote after he left to go to the Highway Commission and this group was accepted.  Governor Sanford asked why that happened.  Mr. Holland said that that is a misconception with the highest bidder piece of this project.  He stated that because there were larger numbers with two of the other bidders with regard to savings, they were asked to take another look at the bids while Mr. Limehouse was on the board.  Mr. Holland said that there were a couple of things in the other bidder’s proposals that were not workable.  He said that one bidder proposed using a chip wood burning plant in Charleston to generate energy which was a non-starter.  He said that another bidder’s proposal was to build cold water chillers in their parking lots which would have taken up valuable land space.  He asked Governor Sanford to think in terms of three coupon books worth $2 million, $1.5 million, and $1 million.  He said that if one can get 90% of the $1 million but only 50% of the $1.5 million and the $2 million one will take the 90%.  He said that although it sounds like the $1.5 million coupon book and the $2 million coupon book are the better deals their cost analysis showed that they are not.  He said that Mr. Limehouse left to become director of the Department of Transportation right before the end of that process and was not present for the vote and that his vote would not have changed the outcome.  
(b) Summary 3-2008:  JBRC Item 2.  The Citadel


Project:
9602, Daniel Library Renovations

Request:
Establish project and budget for $150,000 (Other, Gifts funds) to begin design work to renovate the Daniel Library at The Citadel.  The 56,000 square foot facility was completed in 1960, has not had any major renovation since then and the building’s systems have reached the end of their expected lives.  The Citadel has received a private grant of $1.5 million to be used for library renovation only.  The design work will evaluate the building and its interior, including the mechanical, electrical, and lighting systems, to determine the most cost effective way to renovate the facility with the private funds until a larger, planned renovation and addition can be done.  The agency reports the total projected cost of this project is $1.5 million and no additional annual operating costs will result from this request.

(c)
Summary 3-2008:  JBRC Item 3.  Clemson University


Project:
9850, Kinard Hall HVAC Renovation


Request:
Increase budget to $3,325,000 (add $3,000,000 Other, Institutional Capital Project Funds) to cover the current cost estimate for upgrading the HVAC system in Kinard Hall at Clemson.  The work will include replacing and expanding the capacity of the air handler by installing four single air handling units, installing additional ductwork for better air distribution, and providing new controls.  Due to limited space, a tower to handle the air handling units will be constructed on the outside of the building.  The system is original to the 46 year-old building and does not function properly or meet current indoor air quality requirements.  It was not designed to handle the number of people using the facility or the requirements for advanced research.  The agency reports the total projected cost of this project is $3,325,000 and additional annual operating costs ranging from $8,000 to $12,000 will result in the three years following project completion. (See Attachment 1 of the materials for this agenda item for additional annual operating costs.)

(d)
Summary 3-2008:  JBRC Item 4.  Francis Marion University


Project:
9557, Center for the Child Construction


Request:
Increase budget to $4,965,500 (add $495,000 Other, Program Enhancement funds) to meet the low bid to construct the 17,200 square foot Center for the Child at Francis Marion.  The facility will serve as the University’s learning lab for students in Education and Psychology in working with children.  The bids came in approximately $35 per square foot higher than the estimated construction cost provided by a cost estimator in April 2007 during the design phase.  The increased costs are attributed to materials cost increases for wire, conduit, steel and other building materials.  The University does not believe re-bidding the project will benefit as other bids were above the low bid or that the building can be reduced in size without compromising quality services to the children the facility will serve.  The agency reports the total projected cost of this project is $4,965,500 and additional annual operating costs of $563,000 will result in the three years following project completion. (See Attachment 2 of the materials for this agenda item for additional annual operating costs.)

(e)
Summary 3-2008:  JBRC Item 5.  USC - Columbia

Project:
6004, Baseball Stadium Construction

Request:
Increase budget to $35,636,000 (add $7,600,000 - $3,600,000 Athletic Revenue Bond and $4,000,000 Other, Institutional funds) to cover current cost estimates to accept bids for construction of a new baseball stadium for USC.  Much of the increase is needed to cover increased costs of construction since the construction budget was established, to provide for inflation anticipated during construction, and to provide additional site development costs, including increased excavation on the site, traffic signal improvements, and connection to city utilities.  Funds are also needed to cover additional professional services fees for design, monitoring and testing and information technology and other communications costs to tie the site to the nearest USC communications hub.  The agency reports the total projected cost of this project is $35,636,000 and additional annual operating costs of $184,790 will result in the three years following project completion. (See Attachment 3 of the materials for this agenda item for additional annual operating costs.)
Mr. Eckstrom noted that on December 14, 2004, the project proposal was brought to the Board for the Board to approve $750,000 to begin planning and design work.  He said projected cost estimates for the project at the time were $12 million and that in May 2005 USC came back and informed the Board that they were going to have to relocate the current occupants of property USC owned with the relocation costs being over $5 million and then in August 2005 USC asked that the budget be increased to $17.5 million to effectuate the $5 million increase.  He said that on November 14, 2006, USC said that construction would cost $20 million and that in May 2007 USC asked for a budget increase to $28,036,000 to add additional seating and to cover costs to excavate rock on the site.  He said that by way of this item USC is now asking for an additional $7.6 million thereby bringing the project up to nearly $36 million which is roughly a threefold increase in the project’s budget.  


Mr. Eckstrom said that as he looks at the justification that is given with regard to connection to city utilities, for instance, and asked why that is a cost overrun and whether or not USC had planned to connect to city utilities in the beginning.  He stated that this seems to a very odd time to come to the Board for the request of funds to provide water and sewer for a major baseball stadium project.  He said he cannot fathom USC planning and did not initially plan sewer services for the facility.  Mr. Eckstrom asked whether or not the project engineers performed any geological survey for USC to be in a position a year ago when USC came to the Board for additional funding to know to what extent the rock was in the subsurface.  He also asked whether the contractor who did the work relied on USC’s testing or whether the contractor did not do testing in order to do the work and he said if that is the case why does USC feel it has a duty to pay a contractor for soil conditions that the contractor should have known existed.  He noted also that there is a request for additional professional fees and that he is not sure why USC would want to compensate the professionals they have been relying on only to see this project increase in costs and whether USC should be looking for new professionals.


Senator Leatherman commented that the Joint Bond Review Committee (JBRC) had the same questions as Mr. Eckstrom and many more.  He said one of the things they asked USC to do is to go back and see if the professionals are liable for not performing.  He said that because of cost overruns in this project and other projects the JBRC has established a policy that all projects that come before it in the future can only be established for architectural and engineering services to allow agencies to get more accurate estimates.  He said apparently in the past agencies have been relying on in house people and that was not working.  He said that the JBRC has no intention of establishing a project in the future beyond architectural and engineering services.  He said the agencies will have to come back to the JBRC with good numbers and that they are asking the agencies whether that is all the money they will need.  Senator Leatherman said that this will bring accountability to the system.  


Mr. Kelly asked that the Board reflect back to 2004 when talk began about relocating the stadium.  He said that at that time they were talking about a joint venture with a professional team that was in Columbia at that time.  He said the City of Columbia decided that a site behind the Colonial Center was not the appropriate place to locate the stadium and that after that USC came to the Board for approval to build the stadium where it is now.  Mr. Kelly said that there is a rationale for the way things happened as they did.  He said that the $7.6 million increase that is before the Board is the result of an error USC made in not calculating the type of construction inflation that has been experienced in this state in the last two years which, he noted, is something that is happening to every project that others have.  He also said that USC is looking into questions of professional liability and that USC’s lawyers will continue to look at it for things like breach of contract and professional negligence.  Mr. Kelly noted that the preponderance of the increase is the result of inflation in construction costs of about 33%.


Mr. Eckstrom noted that in the last six months the proposed increase is 27% in the total project cost and asked whether that was do to inflationary costs.  Mr. Kelly said that is correct.  He stated that USC’s best estimate right now in order to be able to award a contract will come once competitive bids are received from the private sector that will tell them whether the project will cost $35.6 million or $25.6 million or $45.6 million.  He said their best estimate is that the project will cost $35.6 million.  Mr. Eckstrom asked whether Mr. Kelly said the project could be as high as $45.6 million.  Mr. Kelly said he said if the bids come in that high, but that they will not know until the bids come in and are opened.


Senator Leatherman commented that he has not seen a contract that requires the contractor to do borings.  He said generally the owner does the borings to determine what is beneath the soil and the contractor gets paid by the cubic yard to remove rock that is in the soil.  Mr. Eckstrom said that he can privately talk to Senator Leatherman about contractors he has done work for as a CPA that have been put out of business for making such a mistake.  Senator Leatherman said that he has not seen a contract like that.


Governor Sanford asked why not defer this item because the project is much like the Farmers’ Market phenomenon in that the project is becoming too much in cost and that other alternatives may be available.  He stated that delaying this project would allow USC to consider other options and give the legal team time to explore the liability issue that has been raised.  Mr. Eckstrom said that the Board should wait at least until the bids are opened because it is a little embarrassing for the Board to take action approving cost estimates that have proven to be inadequate.  Mr. Kelly responded that if the bids open the next day and the money is not in the budget and the project does come in at $35.6 million the project cannot be awarded because USC has only $28 million.  He noted that USC has already spent about $12 million on the site and to go back now and revisit the question and make another decision will put the $12 million at risk.  

Upon a motion by Senator Leatherman, seconded by Mr. Cooper, the Board separately approved this item.  Senator Leatherman, Mr. Cooper, and Mr. Chellis voted for the item.  Governor Sanford and Mr. Eckstrom voted against the item.
(f) Summary 3-2008:  JBRC Item 9.  State Board for Technical and Comprehensive                    Education


Project:
9989, Midlands - Northeast Classroom/Engineering/Science Facility   A&E


Request:
Establish project and budget for $495,000 (Other, Local funds) to begin design work and establish the cost to construct an approximately 68,000 square foot classroom facility at Midlands Tech’s Northeast campus.  The facility will include engineering and science labs, classrooms, faculty offices and administrative spaces.  The college plans to relocate engineering and science from the Lindau Engineering Technology Building on the Beltline campus to create a focal point for all high technology instruction and development at the Northeast campus and to relieve congestion on the Beltline campus.  The college is developing a master plan for the Northeast Enterprise campus and needs to identify the programming and space requirements for this facility to incorporate it into the plan, which will be used as a marketing tool for prospective occupants.  The agency reports the total projected cost of this project at this time is $25 million and no additional annual operating costs will result from this request.

Governor Sanford noted that his point on this item goes to the larger notion of collaboration and that USC has a defined science and engineering facilities.  He said that this project will require a $25 million expense to build that capacity and wanted to know why Midlands Tech could not share USC’s engineering facilities.  Craig Hess, Director of Operations for Midlands Tech, stated that the driver behind this project is that they have a 1968 building on the Beltline campus that is out of date for engineering and science instruction.  Governor Sanford asked why build a new $25 million building when USC might have that capacity and whether Midlands Tech has looked into sharing resources on that front.  Mr. Hess said that he does not know whether that is an option for serving the students that come to them.  Governor Sanford asked Mr. Kelly whether that would be an option for USC.  Mr. Kelly stated that he does not know how much the engineering students currently use the engineering building, but that he could get him that information.  Mr. Hess said that he has some knowledge of the courses that USC offers and that some of Midlands Tech’s courses are different than what USC is offering.  Governor Sanford asked to defer the matter for a month for Midlands Tech and USC to engage in conversation to see if there is capacity worth sharing.  


Mr. Chellis pointed out that Mr. Hess had indicated that their estimate was based on income and that the Board has talked about getting better estimates from outside professionals.  Mr. Hess said that they are asking only for the A/E fees so that they can firm up that number, but that they are giving the Board an indication of what the cost would be.  Senator Leatherman commented that the policy of the JBRC is to only approve this amount of money and for Midlands Tech to come back with a firm figure with the understanding that the JBRC may approve or disapprove the request for the entire project.  


Upon a motion by Senator Leatherman Seconded by Mr. Eckstrom, the Board voted to defer this item for a month.
(g) Summary 3-2008:  JBRC Item 10.  Office of Adjutant General


Project:
9722, Charleston Readiness Center Construction


Request:
Increase budget to $28,237,115 (add $6,000,000 Athletic Bond funds) to upfit the skybox area as part of The Citadel’s portion of construction of the Charleston Readiness Center.  The 122,500 square foot facility will be jointly used and include space for the National Guard and for The Citadel and its Athletic Department.  The Citadel’s portion of the six-story facility includes game day facilities for The Citadel’s football program.  When original construction was approved, The Citadel did not have the resources to complete the skybox facility and only included costs related to the skybox shell to get construction underway and help meet the cost-sharing requirement for federal funds for the center.  The College has been on a marketing campaign to sell skyboxes and is now ready to fund build-out and furnishing of the skybox area.  Debt service will be paid from skybox and clubseat rentals and other athletic revenues and will not use any student fees.  The agency reports the total projected cost of this project is $28,237,115 and additional annual operating costs ranging from $78,300 to $83,500 will result in the three years following project completion. (See Attachment 4 of the materials for this agenda item for additional annual operating costs.)

(h)
Summary 3-2008:  JBRC Item 11.  Budget and Control Board


Project:
9842, Sims Aycock Building - DHEC First Floor Renovations


Request:
Establish project and budget for $430,253 (Other, DHEC Vital Records Earned Revenue funds) to renovate and reconfigure approximately 1,950 square feet of space on the first floor of the Sims Aycock Building for DHEC’s Division of Vital Records.  The work will include expanding the customer service area to provide additional seating and six new customer service stations, enhancing security and confidentiality for staff and confidential documents, and improving the HVAC system for better indoor air quality.  The area was last renovated in 1997 and the number of on-site vital records customers increased 164% between 2002 and 2006.  Further, the increase in societal demands for vital records and increased national security concerns from 9/11 has generated a greater demand for quick processing of vital records.  The agency reports the total projected cost of this project is $430,253 and no additional annual operating costs will result from the project.

(i)
Summary 3-2008:  JBRC Item 12.  Vocational Rehabilitation Department


Project:
9588, Aiken Production/Storage Building Renovation


Request:
Establish project and budget for $450,000 (Federal funds) to renovate and repair the production/storage building at the vocational rehabilitation center in Aiken.  The work will include replacing the building’s metal exterior and door frames, installing bollards to protect the building exterior, improving the mechanical system and restrooms, and providing additional insulation.  The building is 25 years old and in need of repair to maintain a safe, clean and attractive environment for delivery of client services and to protect the building’s contents.  The agency reports the total projected cost of this project is $450,000 and no additional annual operating costs will result from the project.

(j)
Summary 3-2008:  JBRC Item 13.  Vocational Rehabilitation Department


Project:
9589, IT Training Program Buildings Renovations


Request:
Establish project and budget for $475,000 (Federal funds) to renovate the two buildings housing the information technology training program at the Department of Vocational Rehabilitation.  The work in the IT training academic building and adjacent dormitory will include replacing wooden windows and the nurse call system, improving lighting, updating the mechanical systems and interior finishes, addressing ADA and life safety concerns, and adding an outdoor patio for the dorm.  The buildings are more than 20 years old and are in need of repair and renovation.  The agency reports the total projected cost of this project is $475,000 and no additional annual operating costs will result from the project.

(k)
Summary 3-2008:  JBRC Item 14.  Department of Disabilities and Special Needs


Project:
9810, Whitten Center - Food Retherm System Replacement


Request:
Establish project and budget for $700,000 (Excess Debt Service funds) to replace the food rethermalization system throughout Disabilities and Special Needs’ Whitten Center campus. The system chills food prepared in the center’s central kitchen and reheats it for distribution to dorm facilities at mealtimes.  The work will include replacing all retherm equipment, including refrigerators and carts, and doing some electrical, plumbing and other related work to accommodate the new system.  The existing system is more than ten years old and repair and replacement parts are no longer available.  Parts of the existing system are failing and cannot be replaced.  The agency reports the total projected cost of this project is $700,000 and no additional annual operating costs will result from the project.

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

[Secretary’s Note:  Regular Session Item # 3 was deleted from the agenda as noted above herein.]
Office of Insurance Reserve Fund:  Competitive Process to Select Broker to Place Property Reinsurance Program (Regular Session #4)
Proviso 63.58 provides that the Insurance Reserve Fund use a competitive process to obtain bids from brokers, that bids should be presented to the Board, and that the Budget and Control Board shall make its selection of a broker at its next meeting.

In compliance with Proviso 63.58, staff conducted a competitive process which generated eleven (11) bids from prospective brokers; those bids were presented to the Board for review at its meeting on September 25, 2007; and the recommendation for a selection of a broker is before the Board for its selection at this meeting.

An evaluation panel consisting of four (4) members in the insurance field each independently reviewed the bids, received presentations from prospective brokers, and evaluated all eleven (11) bids.  The panel’s independent tabulations were combined and ranked.  Staff will present recommendations to the Board to assist it in selecting a broker.

Anne Macon Flynn with the Insurance Reserve Fund appeared before the Board on this matter.  Ms. Flynn recommended that the Board select as its broker Willis of the Carolinas that was the number one ranked bidder and the lowest cost bidder.  


Governor Sanford said that this represents $6.3 million in savings which goes to the heart of some of his frustrations with the Board in that this issue sat here that way for about 20 years.  He said he gives credit to Chad Walldorf and his team with the GEAR Commission and the way in which they brought this issue to light.  Senator Leatherman said that the General Assembly acted upon the matter long before the GEAR report came out.  He said they saw a need for it and enacted a proviso directing the Insurance Reserve Fund to solicit bids.  He said that he too commends Mr. Walldorf, but the General Assembly was at the forefront on this issue.  Governor Sanford said that unfortunately the proviso had been ignored for years and nothing happened.  He said it was not until the GEAR Commission found a way that the proviso could be acted upon and now there is $6.3 million in savings.


Upon a motion by Senator Leatherman, seconded by Mr. Chellis, the Board selected Willis of the Carolinas as the broker to place the Insurance Reserve Fund’s property reinsurance program.
Information relating to this matter has been retained in these files and is identified as Exhibit 20.

Retirement Division:  South Carolina Deferred Compensation Commission Appointments (R5)
Members of the South Carolina Deferred Compensation Commission are appointed for three-year terms by the State Budget and Control Board.  The terms of two members of the South Carolina Deferred Compensation Commission expired August 15, 2007:
State Employee – Currently held by Harry Tom Cone

Retired Public Employee – Currently held by Roland Windham, Jr.


Upon a motion by Mr. Chellis, seconded by Senator Leatherman, the Board appointed the following two members to the South Carolina Deferred Compensation Commission:



State Employee – Currently held by Harry Tom Cone

Retired Public Employee – Currently held by Roland Windham, Jr.
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, December 11, 2007, in the Governor’s conference room in the Wade Hampton Building.  
Adjournment

The meeting was adjourned at 11:40 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 12:30 p.m. on Friday, November 2, 2007.]

