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November 11, 1987

VEVORANDUM
TO: Budget and Control Board Division Directors
FROM: William A. Mclnnis, Deputv Executive Director

SUBJECT: Summary of Board Actions at November 10, 1987, Meeting

This listing of actions Is not the minutes of the referenced meeting. It is
an unofficial (meaning it has not been approved bv the Board) summary of the
Board actions taken at that meeting. The minutes oi the meeting are presented
in a separate, much more detailed document which becomes official when
approved bv the Board at a subsequent meeting.

1. Approved the minutes of the Board meeting held on October 27, 1987;

2.  With regard to Its 1988-89 budget recommendations, heard a presentation by
Budget Division staff which Included a discussion of $13.6 million of
revenue enhancements and agreed fa) to Include in the recommendations
$49.8 million to provide for a payout Increase of 5Z for State employees
with the total to be divided equitably between merit and base pay
increases; “b) to Include $2.8 million for school buildings In the
operating budget rather than in the 1TA budget and agreed to reduce
selectively amounts recommended to cover administrative costs to provide
funding for this and certain other items; (c) that the recommendation for
the General Reserve Fund (set by the constitution at 4Z of prior year
revenue unless changed by a special vote of the General Assembly) and the
Capital Expenditure Fund (set by statute at 2X of general fund revenue for
the budget year) be limited to an amount resulting from a combined total
of 5Z rather than 6Z, with each Fund to be retained; and (d) and agreed to
consider its budget recommendations further on November 25, at which time
it assumed final action on the recommendations would be taken;

3. After hearing a report bv representatives of the Attorney General's Office
on legal services needed in connection with the asbestos property damage
litigation which included Attorney General Medlock’s recommendation that
the litigation effort be handled Internally by his Office, agreed to
consider contractual aspects of the matter in executive session as
reported below;
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4. Authorized SLED to transfer

10, 1987, Meeting

$1,000 from supplies to travel for the Missing

and Fxploited Children Program (second quarter expenditures);

5. Adopted

resolutions approving the following proposals (a), (b), and (c) to

issue revenue bonds, on the condition that the required reviews are

completed with satisfactory
ceiling to project (b), after

results, and allocated a portion of the State
it was advised that project (d) should be

withdrawn because the submission was incomplete:

(a)

(b)

(c)

<d)

Issuing Authority:
Amount of Issue:

Name of Project:
Project Description:

Issuing Authority:
Amount of Issue:

Allocation Requested:

Name of Project:
Employment Impact:
Project Description:

Issuing Authority:
Amount of Issue:

Name of Project:

Project Description:

WITHDRAWN AT MEETING:

Issuing Authority:
Amount of Tssue:

Allocation Requested:

Name of Project:
Project Description:

Charleston Countv

$6,180,000 Hospital Facilities Revenue
Refunding Bonds

Sandpiper Village, Inc.
medically-assisted living facility

Cherokee Countv

$3,200,000 Industrial Revenue Bonds
$3,200,000

The Holson Company Proiect 1987

at least 100 persons
manufacture/assemble photo albums and
photo greeting cards

Lexington Countv

$5,000,000 Adjustable Pate Psychiatric
Hospital Refunding Revenue Bonds
Charter Medical - Columbia, Inc.

'‘Note: At the meeting, the Board was
advised that the project name is Charter
Rivers Hospital, Inc.I

80-bed hospital for treatment of patients
with acute psychiatric disorders and
addictive diseases to be located in
West Columbia

Horry Countv

$30,000,000 Retirement Home Facilities
Revenue Bonds

$30,000,000

Myrtle Beach Retirement Community
400-unit retirement home facility, to be
occupied partially by low- or moderate-
income persons

07687



Summary of BCB Actions
November 10, 1987, Meeting
Page 3

6, Received as information the status of the State ceiling as of November 4,
1987 (year elapsed 847) which showed:

CY 1987 Celling Allocated (X) Not Allocated (%)
State Pool $101,340,000 $16,600,000 (16%) $ 84,740,000 (84%)
Local Pool 152,010,000 30,484,350 (20%) 121 ,525,650  (80%)
Total $253,350,000 $47,084,350 (19%) $206 ,265,650  (81%)

7. Approved the following real property transactions:

(a) Piedmont Technical College: purchase 2 acres and a 6,250 square foot

building located adjacent to Piedmont TEC land for $90,000; and

(b) Emplovment Security Commission: purchase a 2-acre parcel on Wilson
Street Extension in Chester for $38,500 (prelect #9292).

8. Authorized Greerville Technical College to purchase a building (7,000

square feet) and property 0.2 acres) at the intersection of Skyview Drive

and Winterberry Court in Greenville for $290,000, on the condition that
the owner removes asbestos from the building;

9. Tn accord with Section 11-35-1210, granted procurement certification to
The Citadel 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 a period of three years: goods and
services, $10,000 per purchase commitment; consultants, $10,000 per
purchase commitment; information technology in accordance with the

approved Information Technology Plan, $10,000 per purchase commitment; and

construction services, $25,000 per purchase commitment;

10. In accord with Section 11-35-1210, granted procurement certification to
the Department of Youth Services 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 a period of three
years: goods and services, $25,000 per purchase commitment; consultants,

$25,000 per purchase commitment; information technology in accordance with
the approved Information Technology Plan, $25,000 per purchase commitment;

and construction services, $25,000 per purchase commitment;

11. Authorized the Eire Commission to submit to the Legislative Council for
publication in the State Register regulations regarding fire and life
safety (subarticles 1, 2, 4, 7, 9 and 10) which include technical
corrections and uhich allow placement of clients in wheelchairs in

intermediate care facilities/mental retardation (ICF/MR) and in community

residential care (CRC) facilities constructed to ICF/MR standards;
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12.

13.

14.

15.

16.

17.

18.

Granted blanket approval for the faculty and staff of the USC Earth
Science and Resource Institute (ESRI) to travel to Syria during the
November 1Q87 - Mav 1988 period to participate in a joint ESRI research
program with Svrian geologists with the project to be fully funded by the
Louisiana Land and Exploration Company;

Heard a brief report by CCT Site Selection Committee and agreed to
consider pending contractual aspects of the matter in executive session,
as reported below;

Agreed to hold a regular meeting at 10 a.m. on Wednesday, November 25,
1987, in the Governor’s comerence room in the State House; was reminded
it had agreed to hear agency requests for capital improvement bond funding
during the afternoon of December 8 and all dav on December Q and to invite
the Bond Committee to participate in those hearings; and gave notice that
Board members are scheduled to participate in the Agencv Head Conference
at Hilton Head on December 11, 1987;

After considering further the CCI Site Selection Committee status report,
asked the Committee to provide additional information on four of the five
sites under consideration;

Heard a report by staff of the Office of the Executive Director .and its
attorney on the status of the AT&T suit and related negotiations;

Was advised by Executive Director Coles that he had agreed to put Deputy
Executive Director laurent on loan to the Health and Human Services
Finance Commission (HHSFC) for a 6f)-day period while the HHSFC seeks a
replacement executive director if that Commission so uesires; and

Instructed Executive Director Coles and Chief Deputy Attorney General

Wilson to provide additional information on the contractual aspects of the
asbestos propert” damage litigation effort.

07689



MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING
NOVEMBER 10, 1987 10 A M

The Budget and Control Board met at 10 a.m. on Tuesday, November 10, 1987,
In the Governor's conference room in the State House, with the following
members in attendance:

Governor Carroll A. Campbell, Jr., Chairman;

Mr. Grady L. Patterson, Jr., State Treasurer;

Mr. Earle E. Morris, Jr., Comptroller General;

Representative Robert N. McLellan, Chairman, House Ways & Means Committee.

Senator Rembert C. Dennis, Chairman of the Senate Finance Committee, was
represented by Senator James M. Waddell, Jr., Vice-Chairman of the Committee.
Mr. Morris joined the meeting as the minutes of the October 27 meeting were
being approved.

Also attending were:

Jesse A. Coles, Jr., Ph.D Executive Director

W illiam A. Mclnnis Secretary

E. A. Laurent, Ph.D. Deputy Executive Director

J. Samuel Griswold, Ph.D. Deputy Executive Director

Charles H. Smith Special Projects Administrator

Donna K. Williams Assistant to Board Secretary

Other Board staff

Joseph A. Wilson, 1l Chief Deputy Attorney General

Q. Whitfield Avres, Ph.D. Governor’s Dir., Budget & Social Policy
Luther F. Carter, Ph.D. Governor’s Exec. Asst. Finance & Planning
Mark R. Elam Governor’s Legal Counsel

George M. Lusk Comptroller General, Senior Assistant
William Jordan Finance Committee Director of Research
Scott R. Inkley, Jr. Ways & Means Committee Dir. of Research
Susan K. Hooks Wavs & Means Committee Research Analyst

Adoption of Agenda

Dr. Coles advised that staff had no recommended changes to the proposed

agenda.
Upon a motion by Mr. Patterson, seconded by Mr. McLellan, the Board

adopted the agenda as proposed.
Blue Agenda

Dr. Coles advised that no blue agenda Items were proposed for this

meeting.
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Minutes of Previous Meeting (Regular #1)

Board members previously had been furnished a draft version of the minutes
of the October 27, 1987, Budget and Control Board meeting.

Upor a motion by Mr. Patterson, seconded by Senator Waddell, the Roard
approved the referenced minutes as written.

[Secretnrv’s Note: Mr. Morris joined the meeting at this point.]

State Budget Division: 1988-89 Budget Recommendation (Regular #2)

Dr. Coles introduced the Item by noting that budget recommendations
prepared in accord with directions given by the Board at the November 3
meeting are to be presented.

Budget Division Director Baron Holmes appeared before the Board on this
m atter.

Dr. Holmes commented that it seems like a brief time since last Tuesday
when the Board first considered the matter of budget recommendations for
1988-89. Since then, he said, he has been trying to pull together two
versions of the proposed budget as directed. He observed that it should come
as a surprise to no one, given South Carolina’s situation in which we are able
to spend 702 of the national level, that there would he difficulty in working
out a consensus.

Dr. Holmes distributed a handout which showed that revenue enhancements of
$13,638,774 had been added to the Board of Economic Advisors estimate of
$3,050,024,679. He commented that clearly a number of policy questions are
raised bv the enhancements which must be addressed by the Board. He said that
the revenue enhancements proposed would bring revenues for 1988-99 to
$3,063,663,453 which, against an appropriation base of $2,853,533,541 for
1987-88, left about $210 million for new expenditures.

The revenue enhancements included in the $13.6 million total then were
reviewed by Dr. Holmes. He cited an additional $9,168,550 by the Tax
Commission; $581,724 from regulatory and licensing boards; $175,000 from
armory rental revenue which he said is about half of the amount generated in
the past; $325,000 from implied consent fees; $3,238,500 from the nuclear

waste tax increase; and $150,000 from additional probation/parole fees. He
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then asked if the Board is inclined to adopt the enhancements as a part of the
revenue base.

Governor Campbell asked about the Tax Commission enhancement figure which
he said is not the same as he had understood. Dr. Holmes advised that he had
met with the Tax Commission and had received a revised letter from them which
reflected a $1.2 million increase which he recalled was attributed to their
auditors. Mr. Patterson asked it the increased revenue attributed to the Tax
Commission is that body’s formal and official increase. Governor Campbell
asked if absolute numbers rather than ranges are presented. Dr. Holmes
advised the Board that the Tax Commission numbers are official and that point
estimates rather than ranges are used.

Dr. Holmes described page three of his handout, which was labelled as
"Reserve Consolidation Fact Sheet,” as the centerpiece of last meeting’s
discussion.

Governor Campbell cautioned Dr. Holmes on the use of the word
“consolidation" in describing what he had proposed regarding the general
reserve fund and the capital expenditure fund which he said is a misnomer. He
said his statement was that he would like to see the two funds combined and
capped at 5Z. He emphasized that he is proposing that the two funds be
maintained. He said he did not want to leave the impression that he is
proposing to do awav with the constitutlona 1 reserve fund and he stressed that
the part to offset midyear budget cuts would be maintained under his proposal.

Dr. Holmes said he understood that the idea was to combine the two funds
at the 5% level to be spilt as the General Assembly saw fit and that neither
of the two would be wiped out.

Mr. Morris observed that the Board would have to deal with the capital
expenditure fund and that it can’t do anything with the sacrosanct general
reserve fund.

Dr. Holmes said that the capital expenditure fund and the general reserve
fund, under present law, would call for a total of $168,983,342 and that 5Z of
the 1986-87 revenue would produce a total requirement of $134,637,704 for a

difference of $34,345,728 which would he available for reinvestment in other
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purposes if that change were to he made. M said that the Division had

started with the bare bones budget and had added the reserve reinvestment
program column which he said Is the main point of difference between the
original proposal and the two options.

Mr. Patterson said the constitution cannot be changed In time for this
budget and he said the combination has to be 47 for the general reserve fund
and either ?7, as now required, or 17 for the capital expenditure fund.

Dr. Holmes said that some steps would have to be taken by the General
Assembly and that the difference could be taken from the capital expenditure
fund by action of that body.

Governor Campbell observed that this Is his first budget as governor and
he asked rhetorically if all budgets don’t assume certain actions will be
taken by the governing body such as the proposed change in the tax on
radioactive waste. Me said the Board’s budget would be based on assumptions
which, if not accepted by the General Assembly, would have to be revised.

Dr. Holmes said that staff brings budget recommendations to the Board
which follow all constitutional mandates and which adhere as closely as
possible to statutorv requirements. He said, when strong feelings to adjust
statutes are held bv the Board, messages to the General Assembly have been
embodied in the Board’s budget recommendations.

Governor Campbell 9ald his reading of the statute on the capital
expenditure fund is that the statute applies specifically to the
appropriations bill as it leaves the House and goes to the Senate at which
time that fund is supposed to be funded. He said that the House could send
the appropriations bill out with a bill affecting the capital expenditure fund
attached. He also expressed the view that, If the House made a statement that
it wanted the two funds funded at a combined total of 5Z and if it did so by
legislative action, it could certify the bill as being 1n balance based on
that action.

Mr. McLellan said he differed with Governor Campbell in that funding the
capital expenditure fund is a procedural question. He again said that

legislation changing the requirements must have been passed by both houses and
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signed into law by the Governor before any funds freed up by that change could
be included elsewhere in the budget. He expressed the view that the law was
written to mean that that approach is required.

Governor Campbell said that the Speaker would rule the bill out of order
if a bill to make the change were attached.

Mr. McLellan again said it is procedural matter and that changing the
capital expenditure fund would require that a bill go all the way through the
legislative process and have been signed by the Governor before the change
could be reflected in the budget.

Governor Campbell noted that a proposed additional tax could be passed as
a part of the appropriations bill and Mr. McLellan said that that is done on
all revenue enhancers.

Mr. Morris asked if the House by majority vote were to say reduce the
capital expenditure fund to 17 (and thereby release million) would it then
consider the bill balanced. In response, Mr. McLellan said that it could not
be done that way. He said if that approach could be taken the House could
simply say notwithstanding any other law the fund is changed and he said the
Speaker has ruled out of order approaches like that. He said the way the
Speaker interprets the statute the capital expenditure fund will be funded
fully bv the Ways and Means Committee.

Governor Campbell observed that it is the Speaker’s position that the fund
must be fully funded in the bill adopted by the Ways and Means Committee and
Mr. McLellan confirmed that to be the case.

Governor *ampbell then read from paragraph 5 of Code Section 11-11-310
which indicated that the appropriation for the capital expenditure fund must
be in the Ways and Means report on the General Appropriations Bill and at
various points in the legislative process thereafter. He said the Board
recommends to the General Assembly and that body can take the Board’s
recommendations or it can throw them out. He commented that nothing in law
says the Board could not recommend a 5X total for the two funds if it wanted

to do so.
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Mr. McLellan said that the Governor’s point Is not debatable and that the
Board can recommend anything It wants.

Mr. Morris said the Board must recommend a balanced budget but that It can
assume some things.

Governor Campbell said he can see how the House is constrained by the law.

Mr. McLellan again expressed the view that the Board could recommend
abolition of the constitutional reserve fund or anything It wants to.

Mr. Patterson said the Board has to recommend a balanced budget which
includes constitutional and statutory requirements.

Mr. Wilson said the Board could make recommendations to change
requirements.

Mr. McLellan then said again that the Board has the right to do what It
wants to but he asked whv we would go through the exercise of raising the
expectations of agencies. He said if the capital expenditure fund is not
funded fully In the Board’s recommendation that the Wavs and Means Committee
will take the funds necessary to fund it as required. He expressed concern
that that process raises expectations of people throughout the State.

Mr. Morris said he thought the Board had agreed to recommend a budget
within constitutional and statutory requirements and to add an addendum
dealing with what would happen if the amount required for the two funds were
to be reduced. Mr. Patterson said he thought that was the consensus last
time. Senator Waddell said he thought we would have a supplemental budget to
cover the use of any funds freed up by changing the requirements. Governor
Campbell said he hoped the Board would recommend setting aside no more than 5Z
with the General Assembly to accomplish it.

Mr. McLellan said the Board could embody a message in its recommendations
to limit the amount for the two funds to 5Z which he said he could support.
But, he said it is another matter altogether to take the results of that
proposed change and spread them throughout the appropriations bill.

A lengthy discussion of particular items ensued. In the course of that
discussion, Mr. McLellan raised concerns about the feasibility of reducing the

insurance program reserves. Governor Campbell asked about any anticipated
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uses of lapsed funds In the capital expenditure fund and Dr. Holmes advised
him that he thought it advisable to wait until the capital budget review had
occurred. Mr. McLellan said his earlier motion had been that the Board not
recommend any Part Il or Part TV appropriations and that no expenditures be
proposed from the capital expenditure fund.

The Board reviewed Dr. Holmes’ handout which showed A and B budgets along
with bis proposed reserve reinvestment program appropriations. Dr. Holmes
observed that this is the most balanced budget the Division has ever put
together. He said it was developed using all Board input but he acknowledged
that the brief time available for review may mean that members are reluctant
to act on the proposals today.

Governor Campbell noted that the Division’s recommendations assume no
application of administrative cost reductions and Dr. Holmes confirmed that to
be the case.

Tn the course of the discussion, the B budget was described as one which
fully funded the capital expenditure fund (at 2X) while the A budget assumed
that fund would be at IX.

After Inquiring into recommendations for the Department of Education, Mr.
McLellan said he has problems with the format in which the budget
recommendation information is presented, saving that we do not know what
factors are changed to get to what is recommended.

After further review of the details in the proposal, Governor Campbell
summarized it by noting that no use of administrative cost reductions is
contemplated and that no use of lapsed funds from the capital expenditure fund
is projected. He also observed that the difference between the two is that
the B budget assumes 6X funding for the two funds while the A budget assumes
5X. The proposal also includes the revenue enhancements outlined.

Following further discussion, Mr. Patterson moved chat the Board adopt the
B budget as presented by Dr. Holmes and that it recommend the A Budget to the
General Assembly with a reduction of the requirement for the capital

expenditure fund from 2Z to IX. Mr. Morris seconded the motion.
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Mr. McLellan suggested that Mr. Patterson’s motion be amended by
Indicating that the Roard’s proposal is t"at the requirements for the general
reserve fund and the capital expenditure fund combined be 57. Mr. Patterson
said he accepted the amendment provided It is clear that his feeling is that
we can’t do anything about the constitutional reserve fund requirement of 47
until changed In an election and that we should have the 47 general reserve
fund and 17 for the capital expenditure fund. The motion was again seconded
by Mr. Morris.

Mr. McLellan then asked In what form the Roard’s recommendations would be
presented, noting that he does not agree with all of the proposals and citing
the removal of a $2.8 million Item for school buildings from the R budget as
an illustration. He expressed the view that the Board cannot really consider
this budget proposal without having the EIA budget before It. He said he Is
not comfortable doing the budget in this wav and that the Board is doing this
without understanding the full implications of what it is doing.

Senator Waddell asked about the 57 pay raise for State employees and
suggested that it he a 37 base pay increase and a 27 merit increase. Governor
Campbell said he had recommended 2.57 for base pay and 2.57 for merit pay.
Mr. Morris said he was to have received a proposal from the State Employees
Association to increase pav at lower levels. Mr. M.cLellan said the Board is
about to vote on something it does not understand. Mr. Patterson said he
advocates a 47 base pay increase plus 27 average merit increase with a $50
million payout. He suggested the Beard recommend the funding level for pay
increases with the understanding that details of the program are to be worked
out. Mr. Morris said he proposes a 37 base pay increase and a 47 merit
increase, saying that he thought merit pay should have greater emphasis. Mr.
Patterson said some minimum should be set for lower paid employees and
Governor Campbell expressed concern about minimum pay, noting that the merit
pay program gives some options.

Mr. McLellan said he is uncomfortable with the budget which has been put
on paper thus far, noting the treatment of the $2.8 million school building

item in particular. Senator Waddell said he would be willing to sacrifice
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some of the cutting edge program funds for higher education at this time to
get over this problem. Governor Campbell suggested that administrative cost
reductions done selectively rather than across-the-board could provide the

funds needed.

Governor Campbell said that carrvover funds in the capital expenditure
fund and bond authorizations could cover the $2.8 million school building aid
Item. He said we have to do something with post-secondarv education for which
support has erodeu over the years. He said we must reverse that trend If the
State is to move ahead. Senator Waddell agreed.

Mr. McLellan observed that It seems strange, given our reputation for
overestimating revenue, that we are trying to find ways to spend all we have
and take reserve funds too. He said that approach bothered him a great deal,
he said we do not have an enviable history in revenue forecasting yet we seem
anxious to spend everything we have and to create additional revenues with
enhancements. he again said the Board does not know the full implication of
what it is about to vote on and he said he cannot vote for it now. He
suggested amending the motion to delav action for one or two weeks.

Dr. Holmes said il final action is delayed beyond a week from today he
would have to work out with Mr. McLellan leing allowed to submit a computer
printout to the Ways and Means Committee.

Governor Campbell took exception to Mr. McLellan’s comment about trying to
spend everything. He retailed that he was in the Edwards administration at
the time the general reserve fund was established at 57 which he agreed with
and that the capital expenditure fund had been added on top of that reserve.
He said he is very concerned about retaining those funds and that he would not
jeopardize them. He said if the total for the two funds goes to 6.57 we are
taxing the people to save 6.57 which is too high or State needs are not being
met. He said Mr. Morris had said it well when he said had we stuck with the
original estimates of the Board of Economic Advisors we probably would not
have overspent.

Governor Campbell said a number of items are not addressed in the proposed

budget. He said that reducing administrative costs is a reallocation of
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existing resources and the possibility of using carryover capital expenditure
funds does not represent new funds. He added that formula changes are not
addressed. He emphasized that it is important that we recognize the major
needs of the State and speak to then: in a realistic manner. He expressed the
view that the 52 level tor the two funds is realistic and that remaining funds
should be spent to meet needs of the State. He said the Board could send a
strong message to the General Assembly that it is reasonable to save 52 and to
spend 957 for the people of the State. He said he did not want to push above
the revenue estimate and had wanted to pet on the bottom end of the range. He
said he would very much like to recommend to the General Assembly that it pass
a budget using 52 for the two funds instead of 62 and, if were to choose not
to do that, to reduce the Board's recommendations appropriately.

Mr. McLellan noted that the total requirement for the two funds next year
would go to 6.57 but he pointed out that the presently-required 27 for the
capital expenditure fund is expendable and it must be expended each vear. It
is not, he said, as if this fund cannot be spent. He commented that the
proposal is very cleverly arranged so as to spend from the fund before the
funds are even there. He expressed the feeling that the 42 savings account is
appropriate and that spending the other 27 now required is deferred until the
end of the year when the revenue situation Is known.

Mr. Morris said the end-of-year situation is what the general reserve fund
is for. Mr. McLellan said it is intended to cover deficits while the other
fund was intended originallv to fund capital projects to get the State out of
the bond business.

Governor Campbell said the 22 cushion is bothersome in that it pushes
people to be more liberal on expenditures just because the fund is there. He
noted that Dr. Morris has said that we are about $15 million to $20 million
short because revenues and expenditures have been pushed up. He acknowledged
that setting the limits on the funds is the General Assembly's decision.

Mr. Patterson said it is agreed generally around the country that states
need a 52 reserve to cover the vicissitudes of revenue forecasting. He noted

that the general reserve can be changed by a 3/5 vote. He pointed out that
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the rating services asked many questions when the reserve requirement was
lowered from 57 to 47. He said it is wise not to tamper with the
constitutional reserve and that the discussion should he on the capital
expenditure fund. Mr. Morris Indicated agreement with Mr. Patterson’s view.

Governor Campbell said he is not proposing any change to the
consititutional reserve.

Mr. Morris commented that at the end of the first quarter of the fiscal
year revenues are at 257 but that spending is at 237.

A discussion of the schedule ensued in which Dr. Holmes said he would have
to supply the Ways and Means Committee with a computer printout version if
final decisions are held off until November 24. Mr. McLellan said that
version is OK

Following these extended discussions regarding its 1988-89 budget
recommendations in response to a presentation by Budget Division staff which
included a discussion of $13.6 million of revenue enhancements, the board
without objection agreed to include in the recommendations $49.8 million to
provide for a payout increase of 57 for State employees with the total to be
divided equitably between merit and base pay increases.

The Board without objection agreed to include $2.8 million for school
buildings in the operating budget rather than in the ETA budget and agreed to
reduce selectively amounts recommended to cover administrative costs to
provide funding for this and certain other items.

Lpon a motion by Senator Waddell, seconded by Mr. Morris, the Board agreed
that the recommendation for the General Reserve Fund (set by the constitution
at 47 of prior year revenue unless changed by a special vote of the General
Assembly) and the Capital Expenditure Fund (set by statute at 27 of general
fund revenue for the budget year) be limited to an amount resulting from a
combined total of 57 rather thar 67, with each Fund to be retained.

Upon a motion by Mr. Patterson, seconded by Senator Waddell, the Board
agreed to consider its budget recommendations further on November 25, at which

time it assumed final action on the recommendations would be taken.

Oo77'0



Minutes of State Budget and Control Board Meeting
Regular Session — November 10, 1987 — Page 1?

Information relating to this matter has been retained in these files and

is identified as Exhibit 1.

Attorney General’s Office: Asbestos Property Damage Litigation (Reg #3)

[Secretary’s Note: Governor Campbell excused himself rrom the meeting and
Mr. Patterson assumed the chair.]

Attorney General’s Office staff members Nathan Kaminski and David Eckstrom
and attorney Daniel Speights appeared before the Board on this matter.

The Board was reminded in the agenda materials that, on September 22, the
Attorney General’s Office briefed the Board on the asbestos property damage
litigation and discussed hiring the Motley law firm as associate counsel to
manage the litigation presently underway.

At its meeting on October 27, the Board carried over consideration of a
proposed Contract of Representation between the State and the law firms of
Speights & Runyon and Motley, Loadholt, Richardson & Poole in connection with
efforts to obtain recover of the costs of asbestos abatement from those who
made, sold or installed asbestos materials in State buildings, pending receipt
of a letter from Attorney General Medlock setting forth his comments and
recommendations on the proposed contract.

On October 27, staff advised the Attorney General’s Office of the Board’s
request that Mr. Medlock provide the Board with a formal letter setting forth
his comments and recommendations on the proposed Contract.

At the meeting, Mr. Kaminski distributed copies of the Attorney General’s
opinion which had been delivered to Board members earlier in the morning.

Mr. Kaminski recounted the history of this situation, noting that the
Attorney General’s Office initially had reviewed the private firm option and
had concluded that there was little hope it could not negotiate a contingency
fee contractual arrangement which would pass the reasonableness test and, for
that reason, had decided to handle the preliminary work internally. He noted
that the Attorney General had asked for and had received restoration of
$140,000 of budget reductions for this purpose.

[Secretary’s Note: Governor Campbell returned to the meeting at this
point during this discussion.l1
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Mr. Kaminski recalled that he had briefed the Board on September 8 before
the “omnibus” lawsuit was filed covering all State buildings not previously
covered by some other suit already filed. He reminded the Board that It at
that time had concurred in the filing of the suit and had asked the Attorney
General's Office to re-explore the option of using a private firm to handle
the litigation effort.

He noted that the Board, after he had advised that the Attorney General
would support whichever approach the Board might choose, directed him at the
September 22 meeting to negotiate a proposed specific contract with the
Motley-Speight8 firms which he did.

Mr. Kaminski presented the proposed contract at the Board's October 27
meeting. That contract contained basically the same type of contingency fee
arrangement that the Motley-Speights firms had used previously with other
governmental entities. He pointed out the potential for mulrimilllon dollar
legal fees under the arrangement proposed if a large recovery were to result
from the lawsuit. At that meeting, the Board asked for the written
recommendation of the Attorney General on the issue.

Mr. Kaminsk pointed out that the Attorney General's letter presented today
incorporates the position his Office started with two months ago. He then
read the last three paragraphs of that letter which recommended that the Board
support his Office to obtain the funding needed this fiscal year for this
effort ($434,695) with a similar amount needed for 1988-89 and thereafter.
The letter also indicated that the Attorney General would support the Board's
decision if the Board were to determine for economic reasons that it is
necessary to pursue the contingency fee contract route.

Mr. Kaminski recognized that the Board is faced with a difficult decision
from a financial perspective. He advised that the Attorney General needs the
support and the early decision of the Board.

Governor Campbell noted that the Attorney General had requested 5150,000
per year for private counsel, but that the letter delivered todav requests
$434,000 to handle the whole case for 1988-89.
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Mr. Kaminski estimated that the case would continue for five to ten years.
Mr. Speights Indicated that the longest one now pending, the State of
Maryland, has been ongoing for four years and that it is expected to go to
trial in one or two years.

Mr. Kaminski noted that the request for this year could be cut back and
that the estimate for next year is $493,600. He further noted that the
Attorney General’s Office will have to enter into a consulting agreement with
the Motley firm, which has developed a large data base, or reinvent the wheel
in the national discovery portion of the effort.

Senator Waddell took exception to the use of the term reasonableness in
the Attorney General’s letter. He indicated that there Is no precedent for
this situation and that this is an unusual circumstance. He said that it is
reasonable to expect that this case will take years to be concluded and he
expressed the view that the Board should engage the most qualified counsel it
can. He noted that, if the Board were to employ the firm, the most to be paid
would be $150,000 per year.

Mr. Morris noted that, at the last meeting, he had understood Mr. Kaminski
to say that the Attorney General supported hiring the Motley firm but now he
says not to do that. Mr. Kaminski replied that the Attorney General’s
position throughout has been that the Attorney General will support the Budget
and Control Board’s decision.

Mr. Kaminski noted that the Board has a broader perspective of
reasonableness. He said he did not believe that the Attorney General’s
position has changed which is that he will support the Board's decision.

Mr. Morris said that the Board wants to support the Attorney General as
this is a legal matter and the Attorney General Is the expert.

Governor Campbell noted that there seems to be a change of position by the
Attorney General. He then asked Mr. Kaminski to review the Motley firm rate
schedule.

Mr. Kaminski advised that the rate schedule proposed is the lowest
possible one as a result of extended negotiations. He said that the firm will
retain 33 1/37 of settlements up to $30 million; 25% for $30-60 million; and
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15X for those over $60 million for an average of 23.57 on a $100 million
recovery.

Mr. Patterson said that a $30 million recovery would result in a $10
million fee under the proposal.

Mr. McLellan expressed concern about the fortuitous settlement provision
In the proposed contract. He expressed the view that there will be a terrible
reaction in the legal community if the Board approves the proposed agreement.

Mr. Kaminski said he has not been aware of indignation by outside law
firms, he noted that, while the Attornev General’s Office has never handled
this tvpe case, his Office thinks it can handle the case internally.

Mr. Patterson moved that the Board carry this item over to the next
meeting.

In response to Mr. Morris, Mr. Kaminski indicated that negotiations on the
contract had been delaved because of a hangup on the nonappropriations clause.

Governor Campbell asked that the Board reconsider the proposed agenda and
add one contractual item to the executive session portion so that this item
could be discussed further in executive session.

Mr. Patterson seconded Governor Campbell's motion and the Board, having
heard the report by representatives of the Attorney General’s Office on legal
services needed in connection with the asbestos property damage litigation
which included Attornev General Medlock’s recommendation that the litigation
effort be handled Internally by his O ffice, agreed to consider contractual
aspects of the matter in executive session.

Information relating to this matter has been retained in these files and

is identified as Exhibit 2.

Budget Division: Veto-related Funds Transfer Request, SLED (Reg. #4)

The Budget Division advised that the State Law Enforcement Division has
requested authorization to transfer $1,500 from supplies to cover
three-months’ funding of travel for the Missing and Exploited Children

Program. This line-item was vetoed by the Governor.
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authorized SLED to transfer

recommended that
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$1,000 from supplies to travel
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SLED be authorized to transfer $1,000

for second quarter expenditures.

seconded by Mr. Morris, the Board

for the Missing and

Exploited Children Program (second quarter expenditures).

Information

relating

is identified as Exhibit 3.

Executive Director:

to this matter has been

Revenue Bonds;

retained in these files and

Celling Allocations (Regular #5)

Board Secretary/Deputy Executive Director William A. Mclnnis appeared

before the Board on this matter.

Mr.

to issue
grant conditional

approval

(b).
Mr.

Mclnnis advised that the

required reviews on the following proposals

revenue bonds have not yet been completed and ask that the Board

approval.

under State

Mclnnis advised that project

was incomplete.

He also advised that bond counsel for the project in

advised
Charter

Aa)

(b)

that the project name is Charter

Medical - Columbia,

Issuing Authority:
Amount of lIssue:

Name of Project:
Project Description:
(Exhibit 4)

Issuing Authority:
Amount of Issue:

Allocation Requested:

Name of Project:
Employment Impact:
Project Description:

(Exhibit 5)

He advised

law and that a ceiling alloction |Is

Inc.,

that each of the projects requires

requested for project

(d) had been withdrawn as the submission

item (c) has now

Rivers Hospital, Inc., rather than

as had been Indicated initially.

Charleston County
$6,180,000 Hospital
Refunding Bonds
Sandpiper Village,
medically-assisted

Facilities Revenue

Inc.
living facility

Cherokee County
$3,200,000 Industrial
$3,200,000

The Holson Company Project
at least 100 persons
manufacture/assemble photo albums and
photo greeting cards

Revenue Bonds

1987
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(c) Issuing Authority: Lexington County
Amount of Issue: $5,000,000 Adjustable Rate Psychiatric Hospital
Refunding Revenue Bonds
Name of Project: Charter Medical - Columbia, Inc.
[changed to Charter Rivers Hospital, Inc.]
Project Description: 80-bed hospital for treatment of patients with

acute psychiatric disorders and addictive
diseases to be located in West Columbia

(Exhibit 6)
(d) Issuing Authority: Horry County
Amount of Issue: $30,000,000 Retirement Home Facilities

Revenue Bonds
Allocation Requested: $30,000,000

Name of Project: Myrtle Beach Retirement Community

Project Description: 400-unit retirement home facility, to be
occupied partially by low- or moderate-income
persons

(Withdrawn from agenda because submission was incomplete)

The Board was provided with a status report on the State Ceiling (Exhibit

7) as of November 4 (year elapsed 84%) which showed:

Cy 1987 Ceiling Al located LW Not Allocated (%)
State Pool $101,340,000 $16,600,000 (16%) $ 84,740,000 (84%)
Local Pool 152,010,000 30,484,350 (20%) 121,525,650 (80%)
Total $253,350,000 $47,084,350 (19%) $206,265,650 (817)

Upon a motion by Mr. Patterson, seconded by Mr. Morris, the Board adopted
resolutions approving the referenced proposals (a), (b), and (c) to issue
revenue bonds, on the condition that the required reviews are completed with
satisfactory results, and allocated a portion of the State ceiling to project
(b), after it was advised that project (d) should be withdrawn because the

submission was incomplete.
Information relating to this matter has been retained in these files and

is identified as Exhibits 4 through 7, respectively.
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General Services: Real Property Transactions (Regular #6)

Genera] Services Division Director Richard M. Kelly appeared before the
Board on this matter.

The Division recommended approval of the following real property
transactions:

(a) Piedmont Technical College: purchase 2 acres and a 6,250 square foot
building located adjacent to Piedmont TEC land for $90,000. The
property will be used as a site of a new construction management
facility. The property has an appraised value of $100,000. The
project is part of the 1987-88 APIP; local funds will he used.

(b) Employment Security Commission: purchase a 2-acre parcel on Wilson
Street Extension in Chester for $38,500 (project #929?). This
purchase will allow the Commission to move from leased space and will
relieve severely overcrowded conditions. The parcel has been
appraised at $44,000 and $37,000; Property Management values the
parcel at $40,000. The source of funding is capital improvement
bonds, federal and other funds.

Upon a motion by Mr. Morris, seconded bv Mr. Patterson, the Board approved
the Piedmont Technical College request to purchase 2 acres and a 6,250 square
foot building located adjacent to Piedmont TEC land for $90,000.

Upon a motion by Mr. Patterson, seconded by Senator Waddell, the Board
approved an Employment Security Commission request to purchase a 2-acre parcel
or. Wilson Street Extension in Chester for $38,500 (project #9292).

Information relating to this matter has beer retained in these files and

is identified as Exhibit 8.

General Services: Property Acquisition, Greenville TEC (Regular #7)

General Services Division Director Richard M Kelly appeared before the
Board on this matter.

The Division of General Services advised that, on its June 9 meeting, the
Budget and Control Board carried over consideration of the Greenville
Technical College proposal tc acquire the Shaw and Smith properties because of
Board policy not to approve real property acquisitions for more than the

appraised value.
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Mr. Smith was asking $300,000 for the property and refused to accept the
appraised value. At Greenville TEC's request, Property Management obtained a
new MAI appraisal which found the value to be $300,000. Property Management
was not satisfied with the appraiser’s explanations and assumptions when the
final value estimate was questioned.

A fter Property Management’s review of the appraisal, a sale price of
$290,000 was negotiated with Mr. Smith. Mr. Kelly also advised that the owner
has agreed to remove asbestos from the property (at an estimated cost of
$18,000 to $20,000).

Greenville TEC took the position that, due to the building limitations of
the campus, the procurement of additional space is the only viable alternative
suitable ior facility expansion needed to meet the demands of increased
enrollment and credit/continued education areas.

Property Management advised that the permanent improvement project (#9469)
was approvea by the Bond Committee on May 27, 1987, and by the Commission on
Higher Education on May 7, 1987.

Following a discussion, upon a motion by Mr. Patterson, seconded by
Senator Waddell, the Board authorized Greenville Technical College to purchase
a building (7,000 square feet) and property (1.2 acresk* at the Intersection of
Skyview Drive and W interherry Court in Greenville for $290,000, on the
condition that the owner removes asbestos fron the building.

Mr. Kelly advised Mr. Wlson that the Department of Health and
Environmental Control would certifiy tc- the removal of the asbestos at the
appropriate time.

Information relating to this matter has been retained in these files and

is identified as Exhibit Q.
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General Services: Citadel Procurement Certification (Regular 18)
General Services: Youth Services Procurement Certification (Reg. #9)

General Services Division Director Richard M. Kelly appeared before the
Board on these m atters.

The Board was advised that the Division of General Services, in accord
with Section 11-35-1210, has audited The Citadel and recommends its
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) for a period of three years: goods and
services, $10,000 per purchase commitment; consultants, $10,000 per purchase
commitment; information technology in accordance with the approved Information
Technology Plan, $10,000 per purchase commitment; and construction services,
$25,000 per purchase commitment.

The Board was advised that the Division, in accord with Section
11-35-1210, has audited the Department of Youth Services and recommends its
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) for a period of three years: goods and
services, $25,000 per purchase commitment; consultants, $25,000 per purchase
commitment; information technology In accordance with the approved Information
Technology Plan, $25,000 per purchase commitment; and construction services,
$25,000 per purchase commitment.

Upon a motion by Mr. Patterson, seconded by Mr. Morris, in accord with
Section 11-35-1210, the Board granted the referenced procurement
certifications to The Citadel and the Department of Youth Services.

Information relating to this matter has been retained in these files and

If identified as Exhibits 10 and 11, respectively.
Fire Commission: Proposed Regulations, Fire and Life Safety (Reg. #10)

State Fire Marshal Division Assistant Director Randall Halfacre appeared

before the Board on this m atter.

077U9



Minutes of State Budget and Control Board Meeting
Regular Session — November 10, 1987 — Page 21

The State Fire Commission advised that the drafting period for developing
regulations regarding fire and life safety, notice of which was published in
the September 23, 1987, State Register, ended October 27.

The Commission has revised Subarticle T to correct technical errors and to
allow placement of clients in wheelchairs in intermediate care
facilitles/mental retardation (ICF/MR) and in community residential care (CRC)
facilities constructed to ICF/MR standards. The Commission advises that the
revision will advance the rights of handicapped persons and ease their
placement back into society. These regulations are now in effect on an
emergency basis which will expire in mid-January 1988.

The Commission also has revised Subarticles 2, 4, 7, 9 and iO to correct
technical errors and to incorporate the appropriate references to the adopted
1985 Southern Standard Building Code and 1985 Fire Prevention Code.

The Commission asked Board authorization to submit the proposed
regulations to the Legislative Council for publication in the State Register
to begin the formal approval process. A public hearing is scheduled for 10
a.m., December 31, 1987.

Following a brief discussion relating to the procedures, upon a motion by
Mr. Patterson, seconded by Senator Waddell, the Board authorized the Fire
Commission to submit to the Legislative Council for publication in the
State Register regulations regarding fire and life safety (subarticles 1, 2,
4, 7, 9 and 10) which include technical corrections and which allow placement
of clients in wheelchairs in intermediate care facilities/mental retardation
(ICF/MR) and in community residential care (CRC) facilities constructed to
ICF/MP standards.

Information relating to this matter has been retained in these files and
is identified as Exhibit 12.

University of South Carolina: Foreign Travel Blanket Approval (Reg #11)
The University of South Carolina advised that the College of Earth Science
and Resource Institute (ESRI) is presently involved in a joint ESRI research

program with Syrian geologists in Syria. The proiect will cover a period of
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approximately six months and ESRI faculty and staff will be traveling to
Syria, some more than once, during the November 1987 - May 1988 time period.

USC advised that the Louisiana Land and Exploration Company is fully
funding the project and no State funds will be used.

USC requested that the Board grant blanket approval for the faculty and
staff of the Earth Science and Resource Institute to travel to Syria during
the November-Mav period to participate In a joint ESRI research program with
Syrian geologists with the prolect to be fully funded by the Louisiana land
and Exploration Company.

Upon a motion by Mr. Patterson, seconded bv Senator Waddell, the Board
granted blanket approval for the faculty and staff of the USC Earth Science
and Resource Institute (ESRI) to travel to Syria during the November 1987 -
May 1988 period to participate In a joint ESRI research program with Syrian
geologists with the project to be fully funded by the Louisiana Land and
Exploration Company.

Information relating to this matter has been retained in these files and

is identified as Exhibit 13.

CCl Site Selection Comlttee: Status Report (Regular #12)

General Services Division Director Richard M. Kelly and members of the
site selection committee appeared before the Board on this matter.

Mr. Kelly said the committee has been looking at five sites and that
information on them is to be presented today.

Mr. Morris inquired why the figures presented are misleading. He noted
that, although the retraining costs are included in the costs of the Lee
County site, retraining will occur regardless of the location. He Indicated
that about one-third of the emplovees now live closer to the proposed Lee
County location. He asked that the retraining cost item be removed from the
report because it is invalid.

Dr. Coles advised that the plan was to give the Roard a brief status
report in open session and for Board members to discuss the proposed sites in
executive sessiou. He Indicated that it is normal procedure for the Board to

consider contractual matters relating to specific sites in executive session.
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Mr. Patterson agreed with Mr. Morris* statement that there will be
turnover regardless of where the prison is located.

Mr. Kelly said the Committee is hopeful that it has all of the information
needed by the Board to make a decision. He indicated that the entire site
selection committee was present here but that Commissioner Evatt was unable to
attend because he is meeting with his Board hut he has sent two
representatlves.

Mr. Morris asked that the next report from the committee include the
retraining figure for any location. He noted that the inclusion of these
costs in the Lee County site information makes that site prohibitively costly.

Following this discussion, the Board agreed to consider pending
contractual aspects of the matter in executive session.

Information relating to this matter has been retained in these files and
is Identified as Exhibit 14.

Budget and Control Board: Future Meeting (Regular #13)

The Board agreed to hold a regular meeting at 10 a.m. on Wednesday,
November 25, 1987, [rather than on November 24 as had been scheduled
previously] in the Governor’s conference room in the State House.

The Board was reminded it had agreed to hear agency requests for capital
improvement bond funding during the afternoon of December 8 and all dav on
December 9 and to invite the Bond Committee to participate in those hearings.

The Board also gave notice that Board members are scheduled to participate

in the Agency Head Conference at Hilton Head on December 11, 1987.

Executive Session

Dr. Coles advised that four items [two contractual (Including the addition
of the asbestos legal services item), one legal and one personnel] had been
proposed for consideration during executive session.

Upon a motion by Mr. Patterson, the Board agreed to consider these items
in executive session whereupon Governor Campbell declared the meeting to be in

executive session.
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Vote on Matters Discussed in Executive Session Actions
Following consideration of executive session items, the meeting was
opened, and the Board voted on the following items which had been discussed

during executive session:

(a) CCI Site Selection Committee: Status Report (Executive #1)

The Board, after considering further the CCl Site Selection Committee
status report, asked the Committee to provide additional information on
four of the five sites under consideration.

(b) Executive Director: Status Report on AT&T Negotiations (Exec. #2)
The Board heard a report bv the staff of the Office of Executive Director
and its attorney on the status of the AT&T lawsuit and related
negotiations.

(c) Executive Director: Personnel Matter (Executive #3)

The Board was advised that Dr. Coles has agreed to put Deputy Executive
Director E. A. Laurent on loan to the Health and Human Services Finance
Commission (HHSFC) for a 60-day period while the HHSFC seeks a replacement
executive director, it that Commission so desires.

(d) Attorney General’s O ffice: Asbestos Damage Litigation (Ex. Added)
The Board instructed Dr. Coles and Chief Deputy Attorney General Joseph A.
Wilson to provide additional information on the contractual aspects of the
asbestos property damage litigation effort.

Adjournment
Upon a motion by Mr. Patterson, seconded by Mr. Morris, the meeting was

adjourned at 2:20 p.m.

(Secretary’s Note*. Tn compliance with Code 8§30-4-80, public notice of and
the agenda for thi6é meeting were posted on bulletin boards in the office of
the Governor’s Press Secretary and in the Press Room in the State House, near
the Board Secretary’s office in the Wade Hampton Building, and in the lobby of
the Wade Hampton O ffice Building at | p.m. on Friday, November 6, 1987.]
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EXHIBIT

NOV 10 1987 no. 1

STATE BUDGET | CONTROL BOARD
BUDGET AND CONTROL ROARD AGENDA TTEM WORKSHEET (12/8A)

Meeting Scheduled for: November 10, 1987 Regular Agenda e
1. Submitted By:

(a) Agencv: State Budget Division

(b) Authorized O fficial Signature: Q uz
2. Subiect:

Budget and Control Board’s 1988-89 Budget Recommendation

3.  Summary Background Information:
The State Budget Division’s 1988-89 Budget Recommendation.

Details to be presented at the meeting.

A. What is Board asked to do?
Adopt the 1988-89 Budget Recommendation

5. What is recommendation of Board Division involved?
Recommend Approval

6. Recommendation of other Divlslon/agency (as required)?

(a) Authorized Signature
(b) Division/Acencv Name

7. Supporting Documents:
(a) List Those Attached:

(b) List Those Not Attached But Available From Submitter:
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STATI t UDCET 4 CONIfiOL
FY 1988-89 BUDGET RECOMMENDATIONS

NOVEMBER 10, 1987

BEA Revenue Projection for FY 1988-89 $ 3,050,024,679
Revenue Enhancement 13,638,774
Adjusted Revenue Projection for FY 1988-89 3,063,663,453
Appropriation Base for FY 1987-88 2,853,533,541
Add:

New Expenditure Recommendations 209,966,789
Recommended Appropriation for FY 1988-89 3,063,500,330
Balance 163,123

State Budget Division
11/10/87 - fy89hdgtrecB
9:00 a.m.
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REVENUE FY 1989 STATE BUDGET & CONTROL BOARD

BEA Revenue Estimate 11-1-87 3,050,024,679
Less FY 1988 Expenditure Base 2,853,533,541
Regular Revenue Available 196,491,138
Revenue Enhancements

Tax Commission 9,168,550

Regulatory & Licensing Boards 581,724

Armory Rental Revenue 175,000

Implied Consent Law Fees 325,000

Nuclear Waste Tax Increase 3,238,500

Additional Probation/Parole Fees 150,000
Total Revenue Enhancements 13,638,774
Total New Revenue Available FY 1989 210,129,912

State Budget Division
11/10/87 - fy89rev
8:50 a.m.
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RESERVE CONSOLIDATION FACT SHEET

General Reserve Fund

Capital Expenditure Fund

Total Reserve

5Z of FY 1987 Revenue

Difference

FY 1988

100,474,344

42,925,448

143,399,792

* Revenue for FY 1987 was $2,692,754,087.

State Budget Division

11/9/87 -

fy89consolidatn

Required
Increase

7,235,819

18,347,821

25,583,640

E X H IB IT

NOV 10 W no. 1

STATE BUDGET & CONTROL BOARD

Total
Fy 1989

107,710,163

61,273,269

168,983,342

134,637,704

34,345,728
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FY 1989 STATEWIDE BUDGET ISSUES

STATEWIDE

General Reserve Fund

Capital Expenditure Fund

Aid to Subdivisions
Formula

Homestead Exemption
Debt Service
State Employee Pay Plan @ 5%
Employer Contributions
Insurance Reserve

Fund Transfer

Total

State Budget Division
11/10/87 - fy89statewide
9:10 a.m.

A BUDGET

7,235,819

-15,997,907

8,576,065

2,070,000

-1,760,223

49,830,919

20,940,281

-5,619,394

65,275,560

RRP

-34,345,728

4,288,032

EXHIBIT

NOV 10 1987 no. 1

STAH 8UDGCT XCONTDOt 80AM

B BUDGET

7,235,819

18,347,821

4,288,033

2,070,000
-1,760,223
49,830,919
20,940,281
-5,619,394

95,333,254
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STATE BUDGET S CONTROL BOARO
Fy 1989 BUDGET RECOMMENDATIONS

A BUDGET RRP B BUDGET
BY AGENCY
Legislative Council 89,658 89,658
Code Supplements 89,658 89,658
Leg Dept-Special
Services For Both Houses 3,773 3,773
Nat'l Council of State
Legislatures Dues 3,773 3,773
Leg Dept-Children's Com 321,365 321,365
Guardian Ad Litem 321,365 321,365
Leg Dept-Tax Study Com 64,063 64,063
Update of Tax Code 64,063 64,063
Judicial Department 258,791 258,791
Rent 258,791 258,791
Governor’s Office - SLED 1,125.000 1,125,000
Forensic Laboratory 800,000 800,000
Implied Consent Law 325,000 325,000
Governor's Office - OEPP -200,000 -200,000
School of Math & Science
Transfer to EIA -200,000 -200,000
Secretary of State 51,000 51,000
Data Processing 51,000 51,000
Comptroller General 280,000 280,000
Data Processing 6
Other Operations 280,000 280,000
Adjutant General 1,200,080 1,200,080
Rent 427,457 427,457
Armory Maintenance 742,067 742,067
Retirement 30,556 30,556
Election Commission 1,120,000 1,120,000
1988 General Election 1,120,000 1,120,000
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NOV 10 1987 no. 1

FY 1989 BUDGET RECOMMENDATIONS STATE BUDGET ft CONTROL BOARD

A BUDGET RRP B BUDGET
Budget & Control Board

Executive Director’s Ofc 108,500 108,500
Productivity Unit 58,500 58,500
Printing 15,000 15,000

SC Protection &
Advocacy System 35,000 35,000
Internal Operations 210,750 210,750
Personal Service 122,000 122,000
Accounting System 88,750 88,750
Financial Data Systems 154,000 154,000
Equipment 104,000 104,000
Data Base Svstem 50,000 50,000
Budget 226,776 226,776
Personal Service 212,776 212,776
Other Operations 14,000 14,000
Research & Statistical Svcs 415,000 415,000
Geographic Info System 400,000 400,000
Geological Drill Rig 15,000 15,000
Information Resource Mgmt 168,464 168,464
Data Processing 150,000 150,000
Disaster Recovery Site 18,464 18,464
General Services 454,140 454,140
State Engineer 204,300 204,300
M aterials Management 126,214 126,214
Rent » Moving Expenses 123,626 123,626
State Fire Marshal 115,500 115,500
Explosive Control Act 87,500 87,500
Regulatory Services 28,000 28,000
Human Resource Management 66,740 66,740
Productivity Management 66,740 66,740
State Auditor 401,559 401,559

Replacement of
Non-Recurring Revenue 401,559 401,559
Local Government 1,200,000 1,200,000
EPA Matching Funds 1,200,000 1,200,000

07721
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EXHIBIT

NOV 10 198/ no.
FY 1989 BUDGET RECOMMENDATIONS

STATE BUDGET £ CONTROL

A BUDGET RRP B BUDGET
Commission on Higher Education 22,318,643 17,201,902 5,116,741
Colleges & Universities
-Formula 14,318,643 9,201,902 5,116,741
The Cutting Edge 8,000,000 8,000,000
Higher Education Tuition Grants 1,100,000 500,000 600,000
Tuition Grants 1,100,000 500,000 600,000
Charleston Higher Ed Consortium -74,626 -74,626
1988-89 Base -74,626 -74,626
St Bd for Tec & Comp Educ 6,289,314 3,827,398 2,461,916
TEC System - Formula 6,269,512 3,827,398 2,442,114
Rent 19,802 19,802
Department of Education 54,239,472 4,028,837 50,210,635
EFA 33,818,576 33,818,576
EFA Fringe Benefits 5,824,752 5,824,752
School Bus Lease-Purchase 6,826,472 6,826,472
Gasoline 600,000 600,000
M aintenance Shops Operations 380,000 380,000
Bus Safety 1,757,995 1,757,995
Textbooks 3,000,000 2,000,000 1,000,000
School Bus Drivers 2,028,837 2,028,837
Rent 2,840 2,840
Wil Lou Grav Opportunity School 59,623 59,623
Funding or Existing FTEs 59,623 59,623
School for the Deaf & Blind 80,000 80,000
Vocational Training-Food
Service Program 80,000 80,000
State Librarv 77,674 77,674
Volunteer Service Coordinator 20,856 20,856
Library Network Support 56.818 56,818
Archives & History 68,419 68,419
Operations 4 Emplovee
Benefits Shortfall 44,600 44,600
Computer System Installment 23,819 23,819
Arts Commission 60,000 60,000
Employee Benefits Shortfall 10,000 10,000
Arts in Education Grants 50,000 50,000
Page 3
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NOV 10 1987 no. 1

STATE BUDGET & CONTROL BOARD
FY 1989 BUDGET RECOMMENDATIONS

07723

A BUDGET RRP B BUDGET

Museum Commission 1,297,16ft 1,297,166
Personnel to Open

State Museum 1,096,166 1,096,166
Operations 201,000 201,000

Health & Human Services

Finance Commission 7,068,601 2,000,000 5,068,601
Replacement of

Non-Recurring Revenue 446,869 446,869
Medicaid Match Rate Change 372,498 372,498
Supplemental Medical Ins 850,000 850,000
Annualization of

NGA Initiative 2,800,000 2,800,000
Medicaid - AIDS 500,000 500,000
Medicaid-Prevention 99,234 99,234
Provider Price Index 2,000,000 2,000,000

Dept of Health &

Environmental Control 1,500,000 1,500,000
AIDS 1,066,055 1,066,055
Toxic Waste 1,000,000 1,000,000
Less Non-Recurring

Expenditures -200,000 -200,000
Less Vital Records

Fee Increase -366,055 -366,055

Department of Mental Health 9.521.210 9,521 ,210
Justice Dept Settlement 5.921.210 5,921,210
Replacement of

Non-Recurring Revenue 3,000,000 3,000,000
Community Treatment

for Children 300,000 300,000
Annualization of Young

Adult Program 125,000 125,000
Nurses Grade Adjustment 475,000 475,000
Less Non-Recurring

Expenditures -300,000 -300,000

Dept of Mental Retardation 1,547,000 1,547,000
Community Work A ctivity 500,000 500,000
Community Residences 1,000,000 1,000,000
Greenwood Genetic Center 344,000 344,000
Less Non-Recurring

Expenditures -171,000 -171,000
Less Transfer to Other Funds -126,000 -126,000
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Commission on Alcohol & Drug Abuse

Teen Institute

Department of Social Services
Work Support/Teen Companion
Child Support Enforcement
Family Intervention Project
Less AFDC Surplus

John De La Howe School
Wilderness Camp Expansion

Commission on Aging
Rent
Grants to Local Providers

HHS Local Contract COLA

Commission on Women
Desktop Publishing

Department of Corrections
Annualization of 1987-88
New Positions
New Institutions
Allendale 6 Marlboro
Data Processing
Prison Industries
School Bus Refurbishment
Less Non-Recurring
Expenditures

Dept of Parole &
Community Corrections
Agents for Additional
Caseload

Department of Youth Services
Double Coverage for
Institutions
Marine Institutes
Social Workers &
Psvchologists

A BUDGET

65,000
65,000

0

382,725
456,768
42,768
-882,261

70,000
70,000

102,163
32,821
69,342

1,125,504

7,000
7,000

15,876,497
5,025,008

10,470,335
600,000

294,379

-513,225

150,000
150,000
3,941,"20

1,264,014
2,525,000

152,706

E X H IB IT
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FY 1989 BUDGET RECOMMENDATIONS

RRP B BUDGET

65,000
65,000

0
382,725
456,768

42,768
m882,261

70,000
70,000

102,163
32,821
69,342
1,125,504

7,000
7,000

15,876,497
5,025,008

10,470,335
600,000

294,379

-513,225

150,000
150,000
3,941,720

1,264,014
2,525,000

152,706
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exhibit
NOV 10 1987 NO. 1

FY 1989 BUDGET RECOMMENDATIONS STATE BUDGET & CONTROL BOARD

A BUDGET RRP B BUDGET
Forestry Commission 93,174 93,174
Forest Products
Mfg Recruitment 53,760 53,760
Accountants 39,414 39,414
Water Resources Commission 200,000 200,000
Regional Offices 200,000 200,000
Land Resources Commission 37,520 37,520
Mining Regulation 37,520 37,520
Old Exchange Ruilding Commission 10,000 10,000
Promotion 10,000 10,000
Department of Agriculture 115,468 115,468
Agribusiness Recruitment 105,468 105,468
Council for Economic
Development 10,000 10,000
Clemson PSA 900,000 500,000 400,000
Food Processing 4
Packaging Expansion 900,000 500,000 400,000
W ildlife 6 Marine Resources 178,880 178,880
Freshwater Fisheries 50,000 50,000
Summer Aides 28,880 28,880
Capers Island 25,000 25,000
Game Management 50,000 50,000
Telephone 25,000 25,000
Coastal Council 106,621 106,621
Rent 51,621 51,621
Radios 30,000 30,000
Storm Damage Project 25,000 25,000
Sea Grant Consortium 27,469 27,469
Automobile b Operations 27,469 27,469
Parks, Recreation & Tourism 948,000 500,000 448,000
New State Parks 948,000 500,000 448,000
Page 6
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NOV 10 1987 no. 1

STATE BUDGET 4 CONTROL BOARD
FY 1989 BUDGET RECOMMENDATIONS

A BUDGET RRP B BUDGET
Development Board 2,047,000 2,047,000
International Business
Development 234,000 234,000
Film O ffice 139,535 139,535
Business Development
& Assistance 268,350 268,350
Communications &
Public Relations 1,358,115 1,358,115
Rent 47,000 47,000
JEDA 37,000 37,000
Loan Mgmt & Loan Marketing 37,000 37,000
Department of Insurance 193,845 193,845
Data Processing 162,495 162,495
Rent & Operations 31,350 31,350
Board of Financial Institutions 94,860 94,860
Administration 40,300 40,300
Bank Examiners 23,110 23,110
Consumer Finance 31,450 31,450
Department of Consumer A ffairs 89,352 89,352
Rent 10,727 10,727
Expert Witness Fees 50,000 50,000
Paralegal 28,625 28,625
Department of Labor 52,663 52,663
Rent 7,824 7,824
Travel 30,000 30,000
Telephone 14,839 14,839
W orkers’ Compensation Comm 33,426 33,426
Systems Analyst 33,426 33,426
Tax Commission 4,355,947 4,355,947
Automated Tax System 2,125,810 2,125,810
O ffice Operations 997,780 997,780
O ffice Service 275,626 275,626
Field Auditors 650,035 650,035
Revenue O fficers 136,694 136,694
Equipment 104,400 104,400
Audit Review O fficers 65,602 65,602
Page 7



FY 1989 BUDGET

Ethics Commission

Rent

Microfiche
Board of Accountancy
Auctioneers Commission
State Cemetery Board
Contractor’s Licensing Board
Cosmetology Board
Engineers & Land Surveyors
Environmental Systems Operators
Funeral Services
Registration for Geologists
Medical Examiners
Board of Nursing
Board of Optometry
Physical Therapy Examiners
Professional Counselors &
M arital & Family Therapists
Examiners in Psychology
Real Estate Commission
Residential Home Builders

Social Work Examiners

Speech, Pathology, & Audiology

A BUDGET
12,167
1,580
10,587
52,091
7,911
4,800
34,885
30,770
18,630
50,675
10,614
4,500
26,950
17,305
1,000
5,370
30,600
6,423
33.983
72,245
48,000

1,491

E X H

IB IT
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& CONTROL

B BUDGET
12,167
1,580
10,587
52,091
7,911
4,800
34,885
30,770
18,630
50,675
10,614
4,500
26,950
17,305
1,000
5,370
30,600
6,423
33,983
72,245

48,000

1,491
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STATEWIDE
General Reserve Fund
Capital Expenditure Fund
Aid to Subdivisions
Formula
Homestead Exemption

Debt Service

State Employee
Pay Plan

Employer Contributions

Insurance Reserve
Fund Transfer

FY 89 Recommended Increases

FY 88 Expenditure Base

FY 89 Recommended
Expend!ture Total

State Budget Division
11/10/87 - fy89bdgtrecD2
8:25 a.m.

EXHIBIT
NOV 10 1987 no. 1

STATE BUDGET t CONTROL BOARO
FY 1989 BUDGET RECOMMENDATIONS

A BUDGET RRP B BUDGET
7,235,819 7,235,819
-15,997,907 -34,345,728 18,347,821
8,576,065 4,288,032 4,288,033
2,070,000 2,070,000
-1,760,223 -1,760,223
49,830,919 49,830,919
20,940,281 20,940,281
-5,619,394 -5,619,394
209,592,734 -374,055 209,966,789
2,853,533,541 2,853,533,541
3,063,126,275 3,063,500,330
07728

Page 9



CONSTITUTIONAL/STATUTORY MANDATES

General Reserve Fund
Capital Expenditure Fund
Homestead Exemption

1988 General Election

SLED - Implied Consent Law
Code Supplements

Explosive Control Act

Debt Service

Total

Corrections

Mental Health

Medicaid-Match Rate Change

Medicaid-Supplemental Medical
Insurance Rate Change

Total

GENERAL

State Employee Pav Plan @ 52
Employer Contributions

Aid to Subdivisions Formula
EFA & Associated Fringe
Higher Education Formula
Tuition Grants

Medicaid-NGA Annualization
Probation/Parole Agents

Rent

Licensing Boards

HHS Local Contract COLA
Medicaid Provider Price Index

Total
CONTRACTUAL AGREEMENTS

School Bus Lease-Purchase
Disaster Recovery Site

Total

7,235,819
18,347,821
2,070,000
1,120,000
325,000
89,658
87,500
-1,760,223

27,515,575

FEDERAL REQUIREMENTS

16,389,722
9,821,210
372,498
850,000

27,433,430

MAINTENANCE OF EFFORT

49,830,919
15,320,887
4,288,033
39,643,328
4,806,512
600,000
2,800,000
150,000
421,880
458,243

117,719,862

6,826,472
18,464

6,844,936

RRP

1,125,504
2,000,000

3,125,504

07729
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FY 1989 BUDGET RECOMMENDATIONS

OPERATIONAL UNDERFUNDING

Armory Maintenance

State Auditor

Gasoline

Textbooks

School Bus Maintenance Shops

Medicaid-Replacement of Non-Recurring

NCSL Dues

Secretary of State

National Guard Retirement

Employee Benefits Shortfall
-Arts & Archives

Dept of Labor

Sea Grant Consortium

W ildlife { Marine Resources

Total

742,067
401,559
600,000
1,000,000
380,000
446,869
3,773
51,000
30,556

54,600

44,839
22,250

3,956,393

PROGRAM EXPANSION

GENERAL

Bus Safetv

Youth Services

AIDS - DHEC & Medicaid

DHEC Toxic Waste

Mental Retardation

DSS

Guardian Ad Litem

Wil Lou Gray

School For Deaf 6 Blind

State Library

Arts in Education

Medicaid Prevention

SCCADA-Teen Institute

John De La Howe W ilderness Camp
Aging Grants

Water Resources Regional O ffices
Land Resources Mining Regulation
Storm Damage Project

School Bus Driver Pay

Aid to Subdivisions

Higher Education Formula
Tuition Grants

Total

1,757,995
3,941,720
1,566,055
1,000,000
1,844,000
882,261
321,365
59,623
80,000
77,574
50,000
99,234
65,000
70,000
69,342
200,000
37,520
25,000

12,146,689

exhibit
NOV 10 1987 no. 1

STATE BUDGET t CONTROL BOARD

RRP

2,000,000

2,000,000

2,028,837
4,288,032
15,510,278
500,000

22,327,147

07730
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EXHIBIT

NOV 10 1987 Nno. 1

FT 1989 BUDGET RECOMMENDATIONS
STATE BUDGET & CONTROL BOARO

RRP
ECONOMIC DEVELOPMENT
Development Board 2,000,000
Clemson PSA 400,000 500,000
Agriculture 115,468
Forestry 53,760
JEDA 37,000
Local Government Division-EPA Grants 1,200,000
Old Exchange Building Commission 10,000
The Cutting Edge 87000,000
Total 3,816,228 8,500,000
ADMINISTRATIVE ENHANCEMENT
Tax Commission 4,355,947
Comptroller General 280,000
Insurance Department 170,045
Budget & Control Board 1,690,280
Archives & History 23,819
Commission on Women 7,000
Forestrv-Accountants 39,414
Workers’ Compensation Commission 33,426
Ethics Commission 10,587
Coastal Council Radios 30,000
Consumer A ffairs 78,625
Update of Tax Code 64,063
Total 6,783,206
OPERATIONS FOR NEW CAPITAL PROJECTS
State Museum 1,297,166
SLED Forensic Laboratory 800,000
New State Parks 448,000
Adjutant General Building 427,457
Judicial - Calhoun Building 258,791
Total 3,231,414 500,000
07731
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EXHIBIT

NOV 10 1987 no. 1

STATE BUDGET & CONTROL BOARD
FY 1989 BUDGET RECOMMENDATIONS

BASE AD-TUSTMENTS

Corrections - Replacement of Non-Recurring -513,225
DHEC - Replacement of Non-Recurring -200,000
DHEC - Vital Records Fee Increase -366,055
Mental Health - Replacement of Non-Recurring -300,000
Mental Retardation - Replacement of Non-Recurring -171,000
Mental Retardation - Transfer to Other Funds -126,000
Dept of Social Services - AFDC Surplus -882,261
Charleston Higher Education Consortium -74,686
Governor's Office - Governor's School to EIA -200,000

Total -2,833,227

State Budget Division
11/10/87 - fv89bdgtrecC
9:00 a.m.
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FY 1989 FTE RECOMMENDATIONS

Governor's Office-SLED
Forensic Laboratorv
Implied Consent Law

State Treasurer's Office
Cash Management

Budget & Control Board

Accounting System

Budget
Analysis
Data Processing
Administrative Support

Research & Statistical Services
Health Statistics

Information Resource Mgmt
Accounting
Data Processing
Printing

General Services
State Engineer
M aterials Management
Insurance Reserve Fund

Motor Vehicle Management
Maintenance
Administrative Support

Human Resource Management
Personnel Management Training

Local Government
Auditing
Grant Coordinator
Administrative Support

Retirement
Insurance Claims
Postal Clerk

lemson University
Research

TOTAL

17.00
6.00

2.00

1.00

4.00
1.00
2.00

2.00

1.00
8.00
2.00

1.00
1.00

2.00

2.00
1.00
1.00

1.00
1.00

66.00

STATE

17.00
6.00

2.00

4.00
1.00
2.00

4.00
3.00

2.00
1.00
1.00

exhibit
NOV 10 1987 no. 1

STATE BUDGET A CONTROL BOARD

FEDERAL OTHER

1.00

2.00

1.00
8.00
2.00

4.00

1.00
1.00

2.00

1.00
1.00

33.00 33.00

Page 1
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FY 1989 FTE RECOMMENDATIONS

TOTAL

Francis Marion College

Auxiliary Services 1.63
Department of Education

Bus Safety-Highway Patrolmen 4.00

Statewide Testing 1.00

Reduction of Paperwork Project 6.00

School Improvement Project 1.00

School Incentive Grants 1.00
School for the Deaf and Blind

Vocational Education

-Food Service Program 4.00
State Librarv

Volunteer Service Coordinator 1.00
Museum Commission

State Museum 20.00
Dept of Health & Environmental Control

AIDS 22.00

Toxic Waste 18.00
Dept of Mental Health

Justice Dept Settlement 159.00

Young Adult Program 12.00
Dept of Social Services

Work Support/Teen Companion 19.00

Child Support Enforcement 17.00
Dept of Corrections

Allendale Institution 349.50

Marlboro Institution 349.50

Prison Industries 20.00
Dept of Parole & Community Corrections

Personnel for Additional Caseload 15.00
Dept of Youth Services

Double Coverage for Institutions 71.00

Social Workers & Psychologists 5.00
Criminal Justice Academy

Training 12.00

E X H IB IT

NOV 10 198/ no.

STATE BUOGCT t CONTROL

BOARO

STATE FEDERAL OTHER
1.63
4.00
1.00
6.00
1.00
1.00
4.00
1.00
20.00
22.00
18.00
109.00 50.00
12.00
11.00 8.00
5.44 11.56
343.50 6.00
343.50 6.00
20.00
7.00 8.00
71.00
5.00
12.00
07734 Pape 2



Fy 1989 FTE RECOMMENDATIONS

Forestry Commission
Forest Products Mfg Recruitment
Accountants

Dept of Agriculture
Agribusiness Recruitment

Clemson PSA
Food Processing/Packaging Expansion

W ildlife & Marine Resources
Game Management

W ater Resources
Regional Offices

Land Resources
Mining Regulation

Parks, Recreation & Tourism
New State Parks

State Development Board
Film Office
Business Development

JEDA
Loan Management & Loan Marketing

State Workers* Compensation Fund
Administrative Support

Tax Commission
Automated Tax System
Field Auditors
Revenue O fficers
Audit Review O fficers

Board of Accountancy
Administrative Support

Engineers & Land Surveyors
Administrative Support

Environmental Svstems Operators
Administrative Support

TOTAL

2.00

2.00

1.00

5.00

1.00

20.00

2.00

1.00

0.50

1.00

STATE

1.00
1.00

2.00

2.00

5.00

1.00

13.00

2.00

1.00

0.50

1.00

EXHIBIT
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STATE BUDGET i CONTROL BOARD

FEDERAL

1.00

OTHER

7.00

4.00

07735
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FY 1989

Examiners In Psychology
Administrative Support

Residential Home Builders
Investigators

Dept of Hwvs & Public Transportation
Planning/Engineering
Highway Patrol

Motor Vehicle Division
Administrative Support

Grand Total

1988-89 State FTE Limit

1987-88 Certified FTE Base

1988-89 Allowable FTE Growth

State Budget Division
11/9/87 - fv89fterec
6:30 p.ra.

FTE RECOMMENDATIONS

TOTAL

0.30

2.00

125.00
80.00
20.50
13.00

1,549.93

STATE

0.30

2.00

1,096.24

42,716.30

39,656.26

3,060.04

FEDERAL OTHER

125.00
80.00
20.50
13.00

53.56 399.13
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EXHIBIT

NOV 10 1987 no. 1

THE GOVERNOR’S PROPOSED BUDGET
FISCAL YEAR 1988-89 STATE BUDGET & CONTROL BOARD

The budget | am proposing for fiscal year 1988-89 addresses
many of the most critical needs of our state without raising
taxes. This budget is pro-education, pro-economic growth,
pro-health, and pro-environment. The theme running throughout is
expanded opportunities for our children -- improving their
schools, creating better jobs, relieving overcrowding in juvenile
institutions, reducing childhood diseases, and promoting a
healthier environment. This budget will move South Carolina
forward while simultaneously protecting our State’s taxpayers.

Revenue Sources

This budget is based on the following general fund revenue
sources:

1. Growth from existing taxes is the main source of
revenue. The Board of Economic Advisors’ estimate of
$3050 miillion in general fund revenue for FY 88-89
anticipates revenue growth from existing sources of 6.3
percent. Barring an unexpected national recession, |
believe that to be a reasonable and attainable rate of
growth for general fund revenues. Based upon the Budget
Division’s calculation of the expenditure base for FY
87-88, the $3050 million estimate provides $196.5
million in new” revenue.

2. Additional revenue is anticipated from the Tax
Commission enhancement program for FY 88-89. The
Commission estimates additional revenue to be
$7,362,800.

3. I am recommending an increase in the fee on nuclear
waste disposed at the Barnwell facility from $6 per
cubic foot to 18 percent of the amount charged by Chem

Nuclear Systems. | believe we should tie our fee to the
total amount charged, so that large increases in Chem
Nuclear charges would benefit the State as well. Our

current fee of $6 per cubic foot of waste constitutes
approximately 18 percent of the total charged for
in-region waste. Since Chem Nuclear has recently
announced two separate increases of $10 per cubic foot
each, 18 percent of the new charge of $54.50 would be
$9.81 per cubic foot, or an increase of $3.81 per cubic
foot over the current fee. At the Tax Commission’s

07739



estimate of $850,000 per dollar, the increased revenue
would be $3,238,500.

4. Some money is projected to remain in the Capital
Expenditure Fund at the end of the 1987-88 fiscal year.
The Capital Expenditure Fund had a beginning balance of
$42,900,000. Revenues, however, are falling about one
percentage point behind the growth necessary to cover
expenditures for FY 87-88. Consequently 1 expect that
one percent of the current year's General Fund Budget,
or $28,750,000, will have to be used from the Capital
Expenditure Fund to cover revenue shortfalls and avoid
mid-year budget cuts from agencies. That would leave a
balance of $14,150,000 in the Fund at the end of
FY 87-88.

1 believe that money should be used in FY 88-89 for
critical capital needs such as whter and sewer
development, long-term equipment purchases, and
lease-purchase payments. For example, South Carolina
needs to provide $3.8 million in state funds to obtain
$19 million in federal funds from the Environmental
Protection Agency to create a revolving loan fund for
wastewater treatment plants. 1 believe it would be an
excellent use of money in the Capital Expenditure Fund
to take $3.8 million in state funds to produce an
additional $19 million in federal funds for critical
capital needs. 1 have designated throughout this budget
items that 1 believe should be covered by funds
remaining in the Capital Expenditure Fund at the end of
FY 87-88.

5. Fees charged by boards and commissions should generate a
total of $534,945 in new money for the general fund to
offset their increased appropriations.

The total of these revenue sources is $221,786,245, or 7.7
percent above the expenditure base for FY 87-88. 1 believe this
amount is sufficient to cover our critical needs without
increasing taxes. A 7.7 percent increase in available revenue
constitutes healthy growth when inflation is approximately three
percent, and our efforts should be directed toward living within
this revenue rather than raising taxes.

ADbill is now pending in Congress that would allow a state to
collect sales taxes on mail order goods ordered from another
state. According to projections by the National Governor's
Association, South Carolina could raise over $29 million by
collecting this tax. If the bill passes and South Carolina
decides to collect the tax, | believe the revenue should be used
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to reinstitute a 50 percent differential on capital gains taxes
in South Carolina, and to exempt completely from South Carolina
tax any capital gains associated with the sale of a primary
residence. Any remaining funds should be devoted to the Cutting
Edge, the research and development initiative in higher
education.

Critical Issues

Three critical issues that affect this budget concern
handling of expenditure reductions, treatment of the General
Reserve and Capital Expenditure Funds, and the approach to
requests to replace money for lines vetoed from the FY 8"-88
Appropriations Act.

Expenditure Reductions

In this budget I have not only recommended increases in
expenditures, but | have begun the process of searching the base
budget for possible reductions. Consequently | asked each agency
to submit a reduction schedule indicating the lowest priority
items where a three percent reduction might be taken. In this
way we can redirect appropriations from lower priority current
expenditures to higher priority unmet needs.

For example, at the Department of Social Services | have
applied $866,000 in excess funds for Aid to Families with
Dependent Children to the Agency’s Work Support and Child Support
Enforcement Programs, thereby furthering a redirection of the
agency’s focus from maintaining clients on welfare to helping
them achieve independence. | am asking members of the Budget and
Control Board and the General Assembly to work with me during my
years as Governor in examining the base budget more closely than
we have done in the past to identify areas where shifting rather
than increasing funds can meet the needs of the State.

I am also asking agencies that have requested increases in
their budgets to take a five percent reduction in their costs of
general administration to fund some of the increase. The
widespread availability of information technology and improved
management practices should allow an increase in productivity and
a corresponding reduction in general administration costs. Those
savings should then be redirected toward new services.

In no case am | asking an agency to take a cut in its overall

budget. | am asking that, if an agency seeks to expand its
services, it fund a portion of that expansion from its own
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administrative costs. The total amount of money redirected in
the budget through this procedure is $4.3 million.

Reserve Funds

Under current law the General Reserve Fund must be funded at
four percent of the previously completed fiscal year's revenue.
The Capital Expenditure Fund must be funded at two percent of the
projected revenue in FY 88-89, and two and one-half percent of
projected revenue in 1989-90. 1 strongly endorse the concept of
reserves to cover vear-end operating deficits and guard against
mid-year budget cuts. But | cannot support the continuation of
two separate reserve funds that will eventually consume six and
one-half percent of available general fund revenue.

1 would like to see the two reserve funds combined and capped
at five percent of projected revenue. The Budget Reform Study
Committee, chaired bv Representative Robert McLellan, is
currently considering such a proposal, which 1 endorse in
concept. 1 will leave to the General Assembly the decision about
the proportion of the five percent that should go into each fund.
As 1 have said before, however, 1 believe we should have at least
two percent of the budget available to cover mid-year revenue
shortfalls.

1 am adopting the concept of the Study Committee’s proposal
in this budget. | urge the General Assembly to make the
necessary statutory changes and propose, if necessary,
Constitutional changes that would bring about that result. The
phase-in for the consolidated reserve funds would require no new
appropriation in fiscal year 1988-89, and 1 have used that
assumption in this budget.

Vetoed Lines

In preparing this budget | denied requests to replace lines
vetoed from the FY 87-88 Appropriations Act. 1 vetoed money from
the Act because of mv judgment that the revenue projections were
overly optimistic, a judgment that has thus far been confirmed by
lagging revenues this fiscal year. Except in specified
instances, 1 indicated that 1 did not wish to eliminate an
activity funded by a particular line, but rather 1 expected
agencies to spread the modest reductions throughout their budgets
by requesting transfers.

The vetoed appropriations constituted money that was never
available in the first place, and should already be absorbed in
the base budget. Consequently a request simply to replace money
from a vetoed line is insufficient reason to provide new funding.
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Elementary and Secondary Education

As | have said repeatedly, education is my number one
budgetary priority. This budget:

o

Increases the total general fund spending for all
education related agencies by over $83 million, more
than twice the general fund increase for education
agencies in fiscal year 1987-88.

Increases spending for kindergarten through 12th
grade public education in the Department of Education
by $52.7 million, or 79 percent more than the
comparable increase in FY 87-88. When the
Educational Improvement Act increases are included,
this budget recommends a total increase for
elementary and secondary education of $67.8 million.

Fully funds the Educational Finance Act at 100Z

with the 3.8 percent inflation factor computed by the
Division of Research and Statistical Services. In
FY 87-88, the EFA was funded at 97.2 percent of the
inflation factor computed by the Division.

Pays public school teachers at an average salary of
$25,239, the southeastern average as currently
projected for FY 88-89.

Increases bus driver salaries from $3.47 per hour to
$5.00 per hour for drivers with three or more years
of driving experience. Since the point of moving to
adult bus drivers is to gain more experienced and
mature drivers, it makes little sense to expend
substantial resources on those who have less driving
experience. This proposal concentrates our resources
on those drivers we are most trying to attract.

Improves bus safety by adding crossing arms and
safety mirrors on all buses, as well as increasing
training for bus drivers.

Provides $1 million more to expand adult education
programs in the Department of Education and $202,962
for adult illiteracy training at the Educational
Television Commission to attack our disturbing rate
of adult illiteracy.
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° Expands vocational training and pre-school programs
for handicapped children at the School for the Deaf
and Blind.

Revenues in FY 88-89 from the one-cent sales tax to support
the Educational Improvement Act are projected to be $267,400,000,
or an increase of $15,100,000 over FY 87-88. Since | have
recommended full funding for the Educational Finance Act at the
3.8 percent inflation factor, financial pressure on the EIA to
meet the southeastern teacher average should be reduced.
Consequently we should be able to expand some programs that were
constrained when EIA funds were taken for teachers' salaries.

| believe that a few of the general fund requests from the
State Department of Education targeted toward gifted and talented
students, remedial and compensatory education, and testing
programs should be funded from the EIA. In addition the
Governor’s School for Science and Mathematics is clearly an
educational effort targeted toward gifted and talented students,
so | am recommending that this important project be funded from
the EIA. Highlights of my recommendations for the EIA budget
include:

° $7.9 million in salary supplements and employer
contributions to meet the southeastern teacher
average.

° $1.5 million for the Governor's School for Science
and Mathematics.

0 $3.4 million for the Basic Skills Assessment Program
Remediation Program to help students enhance their
basic skills.

$1.2 million for various testing programs to monitor
student progress and improve accountability.

° $1 million to expand the early childhood program for
four year olds.

0 $847,000 to expand gifted and talented programs that

have been cut back to fund teacher salaries in the
past two years.
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Higher Education

Education in our State means more than kindergarten through
twelfth grade. For our state to progress, we must extend our
commitment to educational excellence to include our colleges,
universities, and technical schools. Only with this new emphasis
can we fully develop our valuable human resources. Consequently
this budget:

° Increases formula funding for our colleges and
universities by over $14 million, to 91 percent of
the formula from 88.52 percent in FY 87-88.

° Provides $8 million in start-up funding for the
Cutting Edge, the new research and development
initiative in higher education.

° Increases formula funding for Vocational and
Technical Education by $4.9 million to 91 percent, up
from 84.2 percent in FY 87-88.

° Provides $1 million additional for student grants at
the Higher Education Tuition Grants Commission.

Youth Services

The Department of Youth Services presents South Carolina
state government with one of its greatest challenges. Severe
overcrowding presents a moral, as well as economic, dilemma. By
incarcerating youths convicted of minor offenses such as truancy
with rapists and murderers in under-supervised facilities, we
create career criminals. Moreover, by ignoring the problem, we
are asking for outside intervention similar to the Nelson suit at
the Department of Corrections.

Consequently | am recommending a $3.9 million increase for
the Department of Youth Services:

° $2,525 million for three new marine institutes,
programs that provide alternatives to incarceration
in Florence, Georgetown, and the Piedmont. Similar
programs for less serious offenders at the Department
of Youth Services have produced lower recidivism
rates, more disciplined youth, and youngsters with a
better chance to succeed in this society. We should
not address our overcrowding problem by adding large
numbers of new beds; rather, we need to support
proven alternatives to incarceration.
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0 $1.26 million for 71 new juvenile corrections
officers to provide adequate supervision.

° $101,256 for four social workers to lower the
staff/child ratio.

° $51,450 for added psychological counseling.

In addition, | am recommending that approximately $12 million in
improvements to existing facilities be included in the bond bill.

Economic Development

This budget contains a number of increases designed to
promote economic growth throughout South Carolina:

° A $2.1 million increase for the State Development
Board to be used for advertising the State's
attractiveness to new industry, expanding overseas
operations in Frankfurt and Tokyo, providing seed
capital for entrepreneurial businesses, and funding
the reorganized film office.

0 $53,760 for marketing at the Forestry Commission to
promote the secondary manufacturing of timber.

° $78,668 for market development at the Department of
Agriculture to assist in improving our rural economy.

° $668,000 to support programs at the Clemson Public
Service Activities to control fire ants, boll
weevils, witchweed, gypsy moths and other pests that
plague our farmers.

° $486,000 for biotechnology applications laboratory at
Clemson Public Service Activities to pursue research
that directly benefits the agricultural community.

° $115,000 in the Forestry Commission budget to replace
an unreliable irrigation system at the Coastal Forest
Tree Nursery.

° $120,000 at the Forestry Commission to improve the
retrieval system for collecting genetically-improved
seed.

° $216,000 for equipment and operating support at

Clemson Public Service Activities to promote food
processing in South Carolina.

07746



° A $200,000 increase in tourism advertising at the
Department of Parks, Recreation and Tourism, bringing
our total general fund appropriation for tourism
advertising at the Department to more than $2.2
million.

Over $1 million for new industrial training equipment
for our Vocational and Technical Education Schools.

° $50,000 for marketing the Spoleto Festival in
Charleston.

0 $1 million extra to expand a program at the
Department of Mental Retardation to help mentally
handicapped citizens become self sufficient.

0 $139,815 for a vocational training program at the
School for the Deaf and Blind to help physically
handicapped students obtain jobs in the food service
industry.

° $500,000 to expand the Work Support Program at the
Department of Social Services to help those currently
receiving welfare to become self sufficient.

$140,000 to expand employment and training programs
at the Department of Social Services for food stamp
recipients.

° $85,714 to increase vocational training at the John
de la Howe School.

Health

This budget recommends substantially increased funding for
several health areas. The dreaded disease AIDS demands
a response from state government. We need to ensure that our
resources are spent wisely, in a manner most likely to retard the
spread of the disease. We must also ensure that our efforts are
coordinated among state agencies and with the federal government.
It makes no sense to commit substantial resources to an activity
that might be covered by the federal government, and we must try
to target state funds to activities where federal matching funds
are available.

At this point a bill is pending in the Congress to address

the AIDS problem, but we do not yet know its final form. | have
targeted my recommendations toward those lines that we know wiill
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be matched by the federal government -- Medicaid -- and toward
those activities where we know the State must play a role --
education, testing, and tracking the course of the disease. | am
recommending the following AIDS expenditures:

° $750,000 for additional Medicaid spending at the
Health and Human Services Finance Commission to cover
the projected increasing costs as a result of AIDS
patients. That appropriation will be matched by the
federal government at 3 to 1, for a total of $3
million.

° $615,897 at the Department of Health and
Environmental Control for nine communicable disease
investigators and operating costs for tracking.

° $171,895 at the Department of Health and
Environmental Control for two microbiologists
operating costs for testing.

° $238,737 at the Department of Health and
Environmental Control for nine public health nurses
for education and counseling.

° $82,228 at the Department of Health and Environmental
Control for two programmers for computerized
tracking.

Consequently my total recommendation for AIDS is $1.86
million in state funds, matchable by $2.25 million in federal
funds, for a total of $4.17 million. To place that
recommendation in perspective, in fiscal year 1986-87 North
Carolina spent $330,000 and Georgia spent $414,483 fighting this
disease.

Other major health-related recommendations include:

° $124,108 for a package of prevention programs at the
Health and Human Services Finance Commission. Funds
spent on prevention of health problems may very well
provide the State with the greatest long-range
benefits. Consequently I am recommending funding for
programs to screen young children for childhood
diseases and to screen adults for colon, prostate,
and breast cancer. | am also recommending a $268,000
increase for the Greenwood Genetics Center in the
Department of Mental Retardation to work on
prevention of mental retardation in children.
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$2.8 million for the National Governor's Association
program for poor, pregnant mothers that would cover
children through age one.

$2.5 million in increased funds for hospitals and
nursing homes.

$1.6 million to cover various mandated costs and
match rate changes at the Health and Human Services
Finance Commission.

$1.1 million for a two percent cost of living
increase for health and human service contract
providers.

$500,000 to reinstate hospitalization of handicapped
children through Children's Rehabilitative Services
at the Department of Health and Environmental
Control.

$5.5 million to fund the Justice Department
settlement at the Department of Mental Health.

$1 million additional funding to continue the
Community Residential Program at the Department of
Mental Retardation.

$200,000 in state funds to match federal funds in the
Department of Health and Environmental Control's
budget for Family Health Centers in our rural areas.

$65,000 for the Commission on Alcohol and Drug Abuse
to expand from two to three the number of teen
institutes to combat alcohol problems.

$150,000 in general funds and $850,000 in other funds
to the Commission on Aging to support expanded
services to our elderly. The bulk of this money will
go toward assisting the elderly with health-related
problems to stay in their homes longer than they
would otherwise be able.

$200,000 for programs at Clemson Public Service
Activities for education about the importance of

human nutrition and research to assess the effect of
additives in processed foods.
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Environment and Natural Resources

Protecting our environment and natural resources remains
critical for our economic development and our quality of life. 1
am convinced that economic development need not damage our
environment if we pursue that development intelligently, with
adequate safeguards. Consequently 1 am recommending more than
$1.1 million in new money in the Department of Health and
Environmental Control budget for environmental protection. The
major recommendations are:

0 $200,000 for air quality control.
0 $206,000 for water pollution control.
° $100,000 for solid and hazardous waste management.

° $33,480 for emergency response to oil and hazardous
waste disasters.

° $300,000 for analytical and biological services.

° $151,367 for district services, especially in the
Barnwell/Savannah River area.

In addition to the Department of Health and Environmental
Control budget 1 am recommending other new funds to protect the
environment and natural resources:

° $100,000 for protection for Wetlands - one of our
most sensitive and critical natural resources. In
addition the Land Resources Commission should receive
$40,000 in federal funds for a Wetlands inventory.

° $25,000 in the Coastal Council budget for a storm
damage project on the Grand Strand.

° $53,800 for water table testing in the lower Savannah
River funded through the Water Resources Commission.

0 $208,310 for two new regional offices for the Water
Resources Commission in the Trident and West Central
areas of the State to monitor water quality.

° $37,520 for a new geologist at the Land Resources
Commission for mine inspection.

° $400,500 for forest fire fighting equipment and a
forest fire prevention program at the Forestry
Commission.
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° $27,137 for 10 internships at W ildlife GONTRCL BOARD
Resources for students to learn practical approaches
to natural resource management.

° $52,000 for game management at the Department of
W ildlife and Marine Resources.

° $50,000 for fresh water fish hatcheries at the
Department of Wildlife and Marine Resources.

° $50,000 in increased funding for W ildlife Magazine.

° $25,000 for Capers Island in the W ildlife and Marine
Resources budget.

0 $31,175 for a biologist for the Santee Cooper System.

° Over $1 million to open new state parks.

Law Enforcement

As has been the case in recent years, the Department of
Corrections will need a substantial increase, primarily for
personnel to operate new prisons. Highlights of the Corrections
budget include:

° Over $5 million to annualize the salaries of
personnel already hired for the Broad River Road,
Allendale, and Marlboro prisons.

° $10 million to hire new personnel for the Allendale
and Marlboro prisons. While not quite as much as the
Department requested, this recommendation should
allow both prisons to open within a few weeks of
their projected opening date in the spring of 1989.

° $335,058 to provide 15 new personnel mandated by the
fifth year of the Nelson requirements.

° $392,159 for new security personnel to allow
expansion of prison industries.

° $294,379 to begin a program to refurbish school buses
at the Broad River Road prison. This recommendation
would allow three shifts to refurbish 500 buses in
the first year and 700 in the second year of the
program. This program should cut the cost of our
school bus system while simultaneously providing
inmates with readily-marketable skills.
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Other major law enforcement expenditures include:

° $1.1 million to support a new forensic laboratory at
South Carolina Law Enforcement Division. | am also
recommending that approximately $3.5 million for a
new fingerprint machine be included in the bond bill.

° $271,313 for ten new officials to handle the
increased caseload at Parole and Community
Corrections.

0 $151,600 for law enforcement radios at Parole and
Community Corrections.

0 $200,000 for electronic surveillance equipment for a
pilot program to use the latest technology to monitor
offenders on parole.

Local Government

Our local governments are facing severe financial strains as
a result of declining federal funds. As | did in the last
session of the General Assembly, | will support the Local
Government Finance Act in the next session, provided a major
portion of any new revenue is used to roll back property taxes.
That Act should provide some relief to local governments. In
addition, | am recommending in this budget:

° $9 million in new money for Aid to Subdivisions to
maintain formula funding at the current percentage.

° $2.07 million increased funding to maintain the
Homestead Exemption.

° $3.8 million in matching funds for an Environmental
Protection Agency revolving loan fund for wastewater
treatment plants. This money, authorized by the
Clean Water Act as amended in 1987, will be matched
at 5 to 1 by the federal government, bringing in a
total of almost $23 million for new sewer development
by local governments.

° $1.2 million in additional money to the Budget and
Control Board's Division of Local Government for
water and sewer development throughout the State.
With the average 5 to 1 federal match for the various
projects, this new money should provide over $7
million in new money for local governments.
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State Museum

I am recommending an increased appropriation of over $1.3
million for the State Museum. This amount should allow the
Museum to open on schedule for seven days per week.

State Employees

Finally, | do not believe we should balance the budget on the
backs of state employees. | strongly believe that we need to
give state employees more than the insignificant increase they
received in FY 87-88. A raise of two percent across-the-board
and one percent merit is, if continued over several years,
insufficient to attract and retain the best people in state
government.

In this budget | am recommending an average five percent
raise for state employees. | would like to see that money
distributed equally between a cost of living raise and a merit
increase. With this proposal, the most meritorious employees
could receive a raise of up to seven and one-half percent.
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RECOMMENDED INCREASES AND DECREASES
FROM THE FISCAL YEAR 1987-88 BASE BUDGET
GENERAL FUND AND EDUCATIONAL IMPROVEMENT ACT BUDGETS

FOR FISCAL YEAR 1988-89

General Government & Regulatory

Al0

Al5

A20

A27

A50

Deg. Dept. - Special Services/Approved
Accounts _
(PAL - Transfer to Lt. Gov. Office)

National Council of St. Legislatures

Agencv Total

Leg. Dept. - Legislative Council
Reduction in General Administration
Code Supplements

Agency Total

Leg. Dept. - Legislative Audit Council
Reduction in General Administration
New Positions to Permit Audits
to be Completed per General
Assembly’s Schedule

Agency Total

Reorganization Commission
Reduction in General Administration
Rent & Insurance
Funding for 5 Month’s Operation
of Slater-M arietta Health and
Human Services Center after
Termination of Federal Funds

Agency Total
Jt. Leg. Commission on Alcohol &
Drug Abuse
Reduction in General Administration
Per Diem, Supplies, Travel, Fringes

Agency Total

16

Recommendation

-33,500
-(1.00)
40,000
6,500
-(1.00)
-53,184
89,658

36,474

-39,733

93,352
(3.00)
53,619
(3.00)

-33,000
11,813

38,606
17,419

-1,224
4,452

3,228
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AG60

ABS

A70

D05

D17

EO04

EO8

EXHIBIT

NOv 10 1987 no.

STATE BUDGET & CONTROL

Jt. Leg. Committee on Aging
Reduction in General Administration
Operating Costs - Conferences,
Dues, Travel, Per Diem, Subsistence
Telephone Increases

Agency Total

Jt. Leg. Commission on Mental Health
Reduction in General Administration
Pay Raise for 3 Staff Members

Agency Total

Jt. Leg. Committee on Children
Reduction in General Administration
Expand the Guardian ad Litem Program

Agency Total

Governor’s Office - Executive Control
Reduction in General Administration
Increasing Cost for Governor’s

Leadership role in the Southern
Growth Policies Board and
Appalachian Regional Commission

Governor’s Office - OEPP
School for Science and Mathematics
to EIA

Lieutenant Governor

PAL - Transfer from Special Services/
Approved Accounts, Leg. Department

Secretary of State
Reduction in General Administration
Recordkeeping

Agency Total

17

-2,789

3,500
711
-2,913
3,333
420
-4,939
100,000
95,061

-52,617

90,000
37,383

-200,000

33,500
(1.00)

-9,749
75,000

65,251
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E12 Comptroller General

Reduction in General Administration

Data Processing Division - Publishing/
Binding System, Word Processing
Center, Tape Drive, PC Network
(From CEF)

Central State Finance Division -
Reduction in Records Management
Equipment

Local Government - Printing,

Supplies, Postage, Fixed Charges,
Travel, and Equipment

Central State Audit Division -

Fixed Charges, Printing, Supplies
Postage, Data Processing,
Contractual Services, Travel,

and Equipment

Administrative Division - 2Z Mandated
Increase for Constitutional O fficer
and Travel, Supplies, Fixed Charges,
Equipment, & Contractual Services

Agency Total

E16 State Treasurer
FTE Positions

E20 Attorney General
Reduction in General Administration
4 Month's Funding for
Statewide Grand Jury
Rent and Renovation (Dennis Bldg)

Agency Total
E22 Commission on Appellate Defense
Reduction in General Administration

Reclassify 5 Attorney Positions

Agency Total

18

-45,861

190,932

-20,077

42,928

28,250

37,967
234,139

(2.00)

-209,402

120,000
105,000

15,598

-32,404
39,816

7.412
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E24

E28

FO2

FO4

FO5

FO6

Adjutant General
Reduction in General Administration
Retirement for National
Guard Members
Rent on New Building
Telephone
Armory Maintenance

Agency Total
Election Commission
Reduction in General Administration
1988 General Election
Compensate Reclassified Personnel
Agency Total
B&C Board - Executive Director
Reduction in General Administration

Productivity Unit
Personal Service - Attorney

Agency Total
B& Board - Internal Operations
Accounting System

Agency Total

B& Board - Financial Data Systems
Data Services

Agency Total
B&C Board - Budget Division

Reduction in General Administration
1 Computer Programmer Recommended

Agency Total

19

-50,540
30,556
427.457
26,550
500,000
934,023
-13,768
1,120,000
18,396
1,124,628
-39,434
58,500
25.000
(1.00)
44,066
(1.00)
88,750

88,750

75,000
75,000
-6,916
20,080
(1.00)

13,164
(1.00)
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F10

F12

F14

F24

N/ 10 1987

STATE BUDGET & CONTROL BOARD

B&C Board - Research & Statistics
Reduction in General Administration
Geographic Information System

(First Year of Two Year Purchase)

Agency Total

B&C Board - DIRM
Reduction in General Administration
Data Processing Services:
a Research & Statistics
b. General Services M aterials
Management O ffice
c. Internal Operations
Accounting & Personnel
d. Other Board Divisions
Operations

Agency Total
B&C Board - General Services
Reduction in General Administration
Rent
Agency Total
B&C Board - Fire Marshal
Reduction in General Administration
Explosive Control
Agency Total
B&C Board - Human Resources Management
Reduction in General Administration
Expand State Gov't Training to Train
Supervisors in Performance Appraisal
Fund Two Existing FTEs from
General Fund

Fund Two FTEs from Revenues

Agency Total

20

-26,953
200,000
173,047

-17,620
19,588
13,189
78,282
38,941

132,380

-10,669

123,626

112,957

-19,280
87,500
68,220

-18,026

33,370
(0.00)

0
(2.00)

15,344
(2.00)
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F26

F27

RO8

R20

B&C Board - Local Government

Reduction in General Administration
Matching Funds for EPA Grants
(From CEF)
EDA Grants for Rural Improvements
Federal Match for $1.2 Mil
(From CEF)

Agency Total

B&C Board - State Awuditor

Reduction in General Administration
Base Operations - Supplies
Telephone

Rent

Tort Insurance

Equipment

Agency Total

W orkers’ Compensation Commission

Reduction in General Administration
Fund 1 Existing FTE for

Computer System
Personal Service - Compliance O fficer

Agency Total

Insurance Department

Reduction in General Administration

Data Service

Rent (Non-State)

Telephone

Data Service - Printer (From CEF)
Equipment - Printer (From CEF)

Equipment - Word Processors (From CEF)
Equipment - Personal Computers (From CEF)

Agency Total

21

-6,512
3,800,000

1,200,000
4,993,488

-10,586
50,000
2,500
24,000
2,096
5,373

73,383

-43,631

33,426
30,960
(1.00)

20,755
(1.00)

-69,413
89,737
23,800

7,550
5,828
33,000
33,930
28,246

152,678
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R23

R24

R25

R28

R36

R44

State Board of Financial Institutions -
Administration
Furnish Conference Room
(O ffset by Fees)

Bank Examiners
Rent in Calhoun Building

(O ffset by Fees)

Consumer Finance
Rent in Calhoun Building
(O ffset by Fees)

Consumer A ffairs
Reduction in General Administration
Witness Fees - No Increase in 9 Years
Rent Increase for Same O ffice

Agency Total

Department of Labor
Reduction in General Administration
Travel for In-person Inspection
Rent Increase for Same O ffice
Telephone

Agency Total

Tax Commission
Reduction in General Administration
Data Processing
(Revenue = 53,000,000)
($900,000 in Computer Costs
from CEF)

Rent & Supplies
(Revenue = $1,800,000)

Personal Services and Data (Salaries,
Fringe, and Office Equipment to

Fund 5 FTE’s Granted in FY 87-88 with

No Allocation)
(Revenue = $600,000)
Tax Auditors
(Revenue = $1,962,800)
Total Revenue = $7,362,800

Agency Total

22

40,300

23,110

25,840

-28,497
30,000
10,727
12,230

-42,842
60,000
7,824
14,839

39,821

-167,840

2,125,810
(6.00)

997,780

275,626

650,035
(8.00)

3,881,411
(14.00)
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R52 Ethics Commission
Reduction in General Administration
Microfiche
Agency Total

Boards & Commissions
Operational Support

(O ffset by Fees)

Total General Government & Regulatory

23

-7,094
10,537

3,443
406,220
(5.50)

12,860,973
(29.50)
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Economic Development, Natural Resources & Transportation

P04 W ater Resources Commission
Reduction in General Administration -43,421
West Central Regional Office 58,310
(2.00)
Trident Regional Office - Groundwater 1%?(’)88?
Lower Savannah River Project -
W ater-table Testing 53,800
Agency Total 218,689
(5.00)
P08 Land Resources Conservation Commission
Reduction in General Administration -18,875
Soil Survey
($75,000 Federal Funds)
Wetland Inventory
($40,000 Federal Funds)
Charleston Watershed Map
($30,000 Federal Funds)
Mining - Geologist to Process
Applications and Inspect Mines
in Piedmont 37,520
(1.00)
Agency Total 18,645
(1.00)
07762
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P12 Forestry Commission
Reduction in General Administration
Forest Fire Equipment (From CEF)
Accountant and Auditor

Marketing Specialist - For Secondary
Manufacturing of Timber

Seed Orchard Collection - Improve
Retrieval System for Genetically
Improved Seed

Irrigation System - Replace
Unreliable System at Coastal Forest
Tree Nursery (From CEF)

Forest Fire Prevention - Development
of State and Regional Law
Enforcement and Forest Fire
Prevention Program

Agency Total

P16 Department of Agriculture
Reduction in General Administration
Coordinating Council Dues
Market Development

Lab Services - for Food Testing -
Consumer Protection

Agency Total

25

62,787
300,500
67,083
(2.00)

53,760
(1.00)
120,000

115,000

100,000
(2.00)

693,556
(5.00)

-80,885
10,000
78,668
(2.00)

5,500

13,283
(2.00)
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P20

P22

Clemson PSA

Food Processing Industry Research
Equipment
Food Processing Industry Research

Fire Ants - Biological Control
Studies

Animal Disease Immunity Studies
Fire Ant Control

Boll Weevil Eradication Program

Witchweed Elimination Program

Gypsy Moth Infestation

Human Nutrition - Effect of
Additives in Processed Foods

Human N utrition - Education
Biotechnology Applications Laboratory
Equipment (From CEF)
Supplies
Personnel

Chicken and Poultry Vaccination

Immunity

Instruct Producers on Use of Improved
Vaccines ) _

Increase Embryo Survival in Cattle
and Swine

Pest Control for Various Crops

Agency Total

Migratory Waterfowl Commission

Administration

Agency Total

26

133,000
83,000
(1.00)

57,000
(1.00)
50,000

225,000
(2.00)
50,000
(2.00)
33,000
33,000

100,000
(1.00)
100,000
(1.00)

385,000
51,000
50,000
(1.00)

100,000
(1.00)

50,000

200,000
300,000

2,000,000
(10.00)
20,000
(0.50)

20,000
(0.50)
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P24 W ildlife & Marine Resources

Reduction in General Administration

Russell Dam Migration Plan
($45,000 Federal Funds)

Field Biologist
($26,172 Federal Funds)

Hunter Education Program
($40,500 Federal Funds)

W ildlife Magazine

Game Management Program

Biologist for Santee Cooper System

Summer Internships - 4 Graduate
& 6 Undergraduate

Telephone Increase

Fresh Water Fish Hatcheries -
Replace Federal Funds

Capers lIsland Maintenance

Agency Total

P25 Coastal Council
Reduction in General Administration
Rent Increase
Storm Damage Project on
Grand Strand

Agency Total

P26 Sea Grant Consortium
Reduction in General Administration
Increase for Rent, Computer
Service, Security
Auto Replacement (From CEF)
Wetlands Preservation

Agency Total
P28 Parks, Recreation & Tourism
Reduction in General Administration
State Parks

Tourism Advertising
Promote Tourism From the Far East

Agency Total

27

-110,483

50,000
52,000
31,175
(1.00)

27,137
52,000

50,000
25,000

176,829
(1.00)
-52,595
51,621
25,000

24,026

-20,465

13,969
13,500
100,000

107,004

-46,843
1,046,479
(29.00)
200,000
45,000

1,244,636
(29.00)
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P32

P34

P48

uo4

State Development Board

Reduction in General Administration

International Business - Frankfurt
and Tokyo

Special Programs: Washington
and Film Office

Advertising & Promotion

Fixed Charges AT&T Rent, Plane,
Insurance

Business Development & Seed Capital

SEZUS - Japan IDRC

Agency Total

Jobs-Economic Development Authority
Reduction in General Administration
Staff - Loan Administration

Agency Total

Old Exchange Building Commission
Administration - Maintenance, Lights,
Computer, Consultant

Aeronautics Commission
Reduction in General Administration
Fuel Truck (From CEF)
Alirport Maintenance -
1 Maintenace Truck for Local
Airports (From CEF)

Agency Total

Total Economic Development, Natural
Resources & Transportation

28

-11,429
385,000

185,000
1,000,000

107,000
268,350
(1.00)
200,000
2,133,921
(1.00)

21,214
37,000
(2.00)

15,786
(2.00)

40,000

-29,665
53,000

83,000
106,335

6,812,710
(56.50)
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Corrections & Law Enforcement STATE BUDGET & CONTROL BOARD
B04 Judicial Department
Reduction in General Administration -74,262
Rent (Estimated) 600,000
525,738
DIO SLED
Reduction in General Administration -67,206
New Forensic Lab
Equipment (From CEF) 600,000
Personnel 500,000
(19.00)
Salary Increases for EXxisting
Personnel 88,139
Agency Total 1,120,933
(19.00)
NO4 Department of Corrections
Reduction in General Administration -406,379

Annualization of Personal Service
& Operations (Broad River,

Allendale and Marlboro) 5,025,008
Fifth Year Nelson Requirements
Retaining 5.45 Positions per Post 335,058
(15.00)
Funding of Allendale & Marlboro
Institutions - Open Spring 1989 10,000,000
(687.00)
Security Personnel for Prison
Industries 392,159
(23.00)

Refurbishing School Buses at Broad
River Road Prison - 3 shifts for

500 Buses in First Year 294,379
(20.00)

Rebinding Used Textbooks for
School D istricts 300,000
Data Processing Fees 300,000
Agency Total 16,240,225
(745.00)

29
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NO8 Parole & Community Corrections

Reductions in General Administration -60,306
Personnel for Client Increase 271,313
(10.00)
Law Enforcement Radios (From CEF) 151,600

Electronic Surveillance Equipment
(From CEF) 200,000
Agency Total 562,607
(10.00)

N12 Department of Youth Services

Positions for Minimal Double Coverage 1,264,014
(71.40)
Personal Service - A Social Workers 101,256
(4.00)
Personal Service - 1 Psychologist 51,450
(1.00)

Three New Contractual Residential
Programs - Marine Institutes 2,525,000
Agency Total 3,941,720
(76.40)

R48 Alcoholic Beverage Control Commission
Reduction in General Administration -34,632
Auto & Tort Liability Insurance 26,700
Increase Worker's Compensation Premiums 15,400
Agency Total 7,468
Total Corrections & Law Enforcement 22,398,691
(850.40)

07768
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Education

HO3 Commission on Higher Education
Reduction in General Administration
Review Teams
SREB Contract Fees
Desegregation Funding
N.C. School for the Arts

Agency Total

H06 Higher Education Tuition Grants
Administrative Expenses
Student Grants

Agency Total

H09-H53 AIll Colleges & Universities
Formula Funding
Each IX Change in
Formula = $4.26 Mil
FY 87-88 pet = 88.52X
Cost to Maintain 88.52X
in FY 88-89
Cost to Raise from 88.52X to 91X
in FY 88-89
Research: Cutting Edge

Colleges & Universities Total

H54 Charleston Higher Education Consortium

31

-57,873
22,000
90,000

205,199

5,350

264,676

74,000
1,000,000

1,074,000

3,583,157

10,762,546
8,000,000

22,345,703
-74,686
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H59 State Board for Vocational & Technical g BUDGET & CONTROL BOARD
Education _ o _
Reduction in General Administration -107,982

Each 1.0Z Change in
Formula = $920,000

FyY 87-88 pet = 84.2Z

Cost to Maintain 84.2Z in

FYy 88-89 478,230

Cost to Raise From 84.21 to
91Z in FY 88-89 3,620,594

Industrial Training Equipment
- Regular Schools (From CEF) 1,026,418
Agency Total 5,017,260

H63 Department of Education

Reduction in General Administration -125,732

EFA Formula Funding
Each 1Z Change in
Formula « $7,262,420
FY 87-88 pet « 97.2Z
Recommendation is 100Z of Formula 33,818,576
Increase in Fringe Benefits
for Public School Employees at
Full Inflation Factor 5,824,752
Bus Drivers’ Salaries
Recommendation to Raise Drivers
with 3 or More Years Driving

Experience to $5.00 Per Hour 3,013,709

School Bus Lease/Purchase

(From CEF) 3,567,552
Bus Safety: Crossing Arms

(From CEF) 778,961
Bus Safety: Safety Mirrors

(From CEF) 371,615
Bus Safety: 3 Extra Days Training 100,000
Bus Safety: 4 Patrolmen for Training 170,000
Bus Fuel 500,000
Contract Drivers for Handicapped

Students 500,000
Replace Outdated Textbooks 3,000,000
Adult Education 1,000,000
Review Teams for Impaired D istricts 65,547
Expand GED Testing Program 59,500
Support Educational Entrance Exam

and APT Project Under Act 187 61,776

Agency Total 52,706,256
07770
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Recommended Increases

in Educational Improvement Act Budget

EIA Salary Supplement to Meet

Southeastern Teacher Average as

Currently Computed - Assumes EFA

Funding at 100Z and Incentive Pay Included
Employer Contributions
Governor's School for Science and Mathematics
Basic Skills Assessment Program Remediation

High School Exit Exam and Basic SKkills
Assessment Program Science Exam

SAT Improvement Project

Update Readiness and Basic Skills
Assessment Program Tests

Select New Tests for Comprehensive
Test of Basic Skills

Building Fund Supplement for Enrollment Growth
4 year Early Childhood Program

Expand Gifted and Talented Programs

Completed Phase-In of Computer Equipment

TOTAL EIA RECOMMENDATIONS

Educational Television Commission
Reduction in General Administration
Adult Illiteracy Training

Agency Total

33

6,888,667
1,033,300
1,500,000
3,446,370

442,000
90,000

645,350

149,150
216,656
1,000,000
846,732
-1,158,225
15,100,000

-119,332
202,962
(3.00)

83,630
(3.00)
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H71 Wil Lou Gray Opportunity School
Reduction in General Administration
Time Shifting Agencywide
Student Service - Professional Night
Coverage
Student Service - Youth Counselor
Reclassification

Agency Total

H75 School for the Deaf & Blind
Reduction in General Administration
Equipment - Program for Academic
and Career and Education
Post-Secondary Vocational Training -
Food Service Program

Preschool Day Program - Deaf Children
2-4
Agency Total

H79 Archives & History
Reduction in General Administration
Employee Benefits & Other Operating
Expenses
Computer Service Needs

Agency Total

34

0777*5



H87 State Library
Reduction in General Administration
Volunteer Service Coordinator -
Handicapped Reader Program

Library Network System - Link Other
Public, Academic, TEC, and State
Agency Libraries to State Library

(From CEF)

Agency Total

HI1 Arts Commission
Reduction in General Administration
Employee Benefits
Grants - Arts in Education
Marketing for Spoleto Festival

Agency Total
H95 State Museum
Funding for Positions
(20 New, 15 Existing)
Other Operating Expenses
Equipment - Furnishings, Fork L ifts,
Carpet, Computer (From CEF)

Agency Total

Total Educational Division
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-26,998

20,856
(1.00)

56,818
50,676
(1.00)

-32,614
10,000
100,000
50,000

127,386
894,340
(14.00)
187,000
255,600

1,336,940
(14.00)

83,166,170
(26.00)
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Health and Human Services

J02 Health & Human Services Finance Commission
Reduction in General Administration -69,111
Nursing Home Mandated Return to
HHSFC 446,869
Medicaid Federal Match Rate 372,498
Supplemental Medical Insurance
Rate Change 750,000
NGA Annualization - Poor and
Pregnant Mothers 2,847,536
Provider Reimbursement to
Hospitals and Nursing Homes 2,500,000
Recurring Income 100,000
A.1.D.S. 750,000
EPSDT Travel - Screening Children 24,874
Colon/Prostate Screening 6,705
Mammogram Screening 26,820
EPSDT (2-week) Screening 65,709
Agency Total 7,821,900
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JO4 Health & Environmental Control

37

Reduction in General Administration -393,458
A.1.D.S.
Communicable Disease
Investigators for Tracking 213,489
(9.00)
Operating Expenses:
Supplies, Equipment 402,408
Public Health Nurses 238,737
(9.00)
Microbiologists for Testing 55,236
(2.00)
Lab Supplies 116,659
Svstems Programmers for
A.1.D.S. Network 82,228
(2.00)
Subtotal A.l1.D.S. 1,108,757
(22.00)
Toxic Waste
Air Quality Control 200,000
(1.00)
Water Pollution Control 206,000
(3.00)
Solid & Hazardous Waste Management 1(()0,003)
2.00
Oil & Hazardous Waste Emergency
Response 33,480
(1.00)
Shellfish 14,880
D istrict Services 151,367
(2.00)
Analytical & Biological Services 300,000
(3.00)
Water Suppl 150,000
PP (6.00)
Subtotal Toxic Waste 1,155,727
(18.00)
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Children’s Rehabilitation Services -
Outpatient Care for Handicapped
Children
Reinstate Hospitalization
Handicapped Children

Public Health Nurses to Implement
P.L. 99-457, Education for the
Handicapped

Family Health Centers
Reduction Schedule
Vital Records (Replace w/Fees) -
Fees Increased from $5 to $10
for Birth, Death, Marriage
& Divorce Document Copies
Lee County Renovations (Non-
recurring)

Agency Total

J12 Department of Mental Health
Reduction in General Administration
Replace Non-Recurring Revenue from
Touche Ross
Justice Suit Funding

Young Adult Program - Morris Village
Reduce Non-Recurring Expenditure

Agency Total

J16 Department of Mental Retardation
Reduction in General Administration
Community Work Program
Community Residential Program
Prevention - Greenwood Genetics
Center
Reduce Non-Recurring

Agency Total

38

500,000

115,000
(4.00)
200,000

-366,055
-200,000
2,119,971
(44.00)
-302,290
3,000,000
5,500,000
(109.00)
75,000
-300,000
7,972,710
(109.00)

-151,248
1,000,000
1,000,000

268,000
-171,000

1,945,752
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J20 Commission on Alcohol & Drug Abuse STATE
Reduction in General Administration
Expand the Number of Teen Institutes
for Prevention of Alcohol Problems
in High Schools From 2 to 3

Agency Total

LO4 Department of Social Services
Reduction in General Administration
County Worker Upgrade (CARDS)
Work Support Program

Child Support Enforcement
Automated System
Electronic Parent Locator Network
Federal Mandate

Food Stamp Employment & Training
Expansion

Reduction Schedule
AFDC Payments

Agency Total
L12 John de la Howe
Reduction in General Administration

On-Campus Instruction for Vocational
Training

Agency Total

L16 Foster Care Review Board
Reduction in General Administration
5 Review Boards and
Review Board Coordinator

Agency Total

39
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L24

L28

L36

L40

L44

Commission for the Blind
Reduction in General Administration
Project for Efficient Use of
Information Technology

Agency Total

Commission on Aging
Reduction in General Administration
Aging Services ($850,000 Other Funds)
Senior Services
Rent Increases
Operating Cost Increases

Agency Total
Human A ffairs Commission

Reduction in General Administration
Compliance

Agency Total

V eterans A ffairs
Reduction in General Administration

-44 515
125,000
80,485
-30,153
150,000
69,342
32,821
30,412
252,422
-23,639
25,250

(1.00)
1,611
(1.00)

-23,978

Contractual Services - Telephone Charges,

Equipment Repair, and General Repair

Hospital Admissions Assistance

Agency Total

Commission on Women
Reduction in General Administration
Computer System
Agency Total

Health & Human Services Contract Providers
2Z Cost of Living

Total Health & Human Services

40

12,800
19,955
(1.00)

8,777
(1.00)
-3,039

7,000

3,961

1,125,504
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Other Considerations

F30 Employee Pay Package
Cost of Living - 2*"Z Merit

F30 Employer Contributions

Base Pay Annualization
Unclassified Academic Employees
for Three Months

Annualize Merit Pay for Six Months

Annualize Social Security Tax

Adjust State Retirement Employer
Contributions Down 0.1 5Z

Actuarial Adjustment General
Assembly Retirement

Adjust Group Health Insurance Rate
Up 10Z for Six Months

Rate Increase of 10Z for Six Months
and Funding for an Additional 2,411

Retirees

Adjust Retirement Health Insurance Base

Budget for 1987-88 Underfunding
Dental Insurance for an Additional
2,411 Retirees
Premium Adjustment for Workers’
Compensation Insurance

Adjustment for 2Z Reduction of Police

O fficers’ Retirement

Change in Health Insurance
Contributions for One Month's
Reserve

Subtotal Employer Contributions

V04 Debt Service

X22 Aid to Subdivisions
Each 1Z of Change in
Formula = $2,058,299
FY 87-88 pet = 85.4Z
Recommendation is 85.4Z of Formula

41

49,889,190

1,281,464
3,619,814
2,898,768
-1,724,747
-205,752

5,844,110

2,206,689
5,619,394
292,847
2,970,478
-1,862,784

-5,619,000
15,321,281

-1,760,223

8,576,000
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N/A

N/A

Combined General Reserve Fund and
Capital Expenditure Fund -
Together Capped at 5Z of General
Fund Revenue (See Explanation on
Page 4)

Homestead Exemption

Total Other Considerations

GRAND TOTAL GENERAL FUND RECOMMENDATIONS
TOTAL GENERAL FUND REVENUE

BALANCE

42

0
2,070,000
74,096,248

220,976,788

221,786,245

809,457
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General Fund Expenditure

Section
General Government and Regulatory

Economic Development, Natural Resources

and Transportation

Corrections and Law Enforcement

Education

Health and Human Services

Other Considerations

Grand Total

43

Summary

Recommendation

$12,860,973
(29.50)

$6,812,710
(56.50)

$22,398,691
(850.40)

$83,166,170
(26.00)

$21,641,996
(199.44)

74,096,248
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Revenue Summary STATE BUDGET S CONTROL 80ARO
Revenue Estimate 196,500,000
Tax Commission Enhancement Program 7,362,800

Nuclear Waste Tax Increase
From $ to $9.81/cu. ft. 3,238,500

Capital Expenditure Fund - Projected Amount
Remaining at End of FY 87-88 14,150,000

M iscellaneous Revenue from Boards and

Commissions Fees 534,945
TOTAL 221,786,245
07782
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Summary of Recommended Expenditures

from Money Anticipated to Remain

in the

Capital Expenditure Fund at the End of FY 87-88

Budget & Control Board - Local Government

Matching Funds for EPA
EDA Grants for Rural Improvements
(Federal Match)

Insurance Department
Printers
Word Processers
Personal Computers

Tax Commission
Computers

Forestry Commission
Forest Fire Equipment
Irrigation System

Clemson PSA ]
Biotechnology Laboratory Equipment

Sea Grant Consortium
Automobile

Aeronautics
Fuel Truck
M aintenance Truck

3,800,000
1,200,000
5,000,000

38,828
33,930
28,246

101,004

900,000

300,000
115,000

415,000

385,000

13,500

53,000
83,000

136,000
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Parole and Community Corrections STATE BUDGE & CONTROL BOARD

Electronic Surveillance Equipment 200,000
Law Enforcement Radios 151,600
351,600

State Board for Vocational and Technical Education
Industrial Training Equipment 1,026,418

Department of Education

School Bus Lease/Purchase 3,567,552
Bus Safety: Crossing Arms 778,961
Bus Safety: Safety Mirrors 371,615

4,718,128

State Library
Library Network System Equipment 56,818

State Museum
Equipment 255,600

Comptroller General

Data Processing Equipment 190,932
SLED

Laboratory Equipment 600,000
TOTAL 14,150,000
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STATE BUDGET & CONTROL BOARD

Summary of Recommended Expenditures
in the Bond Bill

In addition to the General Fund and EIA recommendations, | am
recommending that that General Assembly include in the bond bill
the following expenditures:

P20

V04

D10

N12

Clemson PSA

Renovation of Newman Hall 800,000
Aeronautics Commission

Replacement of 1 Helicopter 1,500,000
SLED

Fingerprint Machine 3,500,000

Department of Youth Services
To Improve Facilities to Relieve
Overcrowding 12,000,000

Greenville Arts Center 3,000,000

In light of the initiative shown by the people of the
upstate, | would like to make available some state
assistance to help them reach their goal of building
a performing arts center. | am recommending that $3
million be included in the bond bill for this
project. In addition, | would like to see an equal
amount committed from lapsed funds at the end of

Fy 87-88 if available.

10 1987 NO.

STATE BUDGET & CONTROL BOARD
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EXHIBIT

NOV 10 198/ NO.
STATE BUDGET AND CONTROL BOARDS/ e BUPGET & CONTROL BOARD gg)0y
MEETING OF 1987 ITEM NUVBER 3

AGENCY ::Attorney General’s Office
SUBJECT: Asbestos Property Damage Litigation

On September 22, the Attorney General’s Office briefed the Board on the
asbestos property damage litigation and discussed hiring the Motley law firm
as associate counsel to manage the litigation presently underway.

At its meeting on October 27, the Board carried over consideration of a
proposed Contract of Representation between the State and the law firms of
Speights ft Runyon and Motley, Loadholt, Richardson & Poole in connection with
efforts to obtain recover of the costs of asbestos abatement from those who
made, sold or installed asbestos materials in State buildings, pending receipt
of a letter from Attorney General Medlock setting forth his comments and
recommendations on the proposed contract.

On October 27, staff advised the Attorney General's Office of the Board's
request that Mr. Medlock provide the Board with a formal letter setting forth
his comments and recommendations on the proposed Contract.

Mr. Nathan Kaminski, Jr., of the Attorney General's Office advises that he
will present Mr. Medlock's recommendation at the Board meeting.

BOARD ACTION REQtIFSTEP:

Consider.

Kaminski November 4 letter to Mclnnis; McTnnis October 27 letter to Kaminski

G778G
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(Office of the Attorney (General
STATE BUDGET 4 CONTROL BOARD

T TRAVIS MEDLOCK H MW Rt t  [»ENNIS BUII IXN<

ATTORNEY GENERAL POSI «iffIf | BOX Il.M4
COU MKIA SC *>'i:

November 4, 1987

Mr. William A. Mclnnis

Deputy Executive Director
Budget & Control Board

612 Wade Hampton O ffice Building
Columbia, S.C. 29211

RE: Asbestos Property Damage Litigation

Dear Mr. Mclnnis:

It will be necessary for me to appear before the
Board one further time on November 10, 1987, to bring to
some conclusion the decision pending before the Board
whether to utilize a private law firm to handle the
asbestos property damage litigation which is now pending in
Court. I will present to the Board the recommendation of
the Attorney General, which was requested. Thank you for
your assistance in this matter.

Sincerely yours,

NKjr/drb
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EXHIBIT

NOV 10 1987 no. 2

dtatf of fctnah (Carolina

State Suiiget and (Control

CT & CONTROL BOARD

- <- -
o)’ i r
CARROLL A. CAMPBELL JR . CHAIRMAN REMBERT C OCNNIB
GOVERNOR () CHAIRMAN. SENATE FINANCE COMMITTEE
GRAOV L. PATTERBON. JR ROBERT N WrLELLAN
TATE TREAKLRER CHAIRMAN. MATS ANO MEAN* COMMITTEE
EARLE E MORRIS JR. Box 12444
COMPTROLLER GENERAL :
(Columbia JESSE A. COLES. JR.. P».0.
20211 EXECUTIVE DIRECTOR

October 27, 1987

Mr. Nathan Kaminski, Jr.

Executive Assistant for Administration
Office of the Attorney General

P. 0. Sox 11549

Columbia, SC 29211

Dear Mr. Kaminaki:

At its matting on October 27, 1987, the Budget and Control Board
cocsldarad the proposed Contract of Representation you forwarded to the Board
in your October 23, 1987, letter to ma. That propoaad contract is between the
State and the law firms of Speights S Runyon and Motley, Loadholt, Richardson
& Poole in connection with efforts to obtain recovery of the costa of aabaatoa
abatement from those who made, sold or installed asbestos materials in State

buildings.

The 3oard asked that Attorney General Medlock provide it with a formal
letter Betting forth his comments and recommendation on the proposed Contract.
The Board indicated it would not act on the contract until this letter is

received.

Sincerely,

William A. Mclnnis
Deputy Executive Director

WAX dw
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STATE BUOGET » CONTROI BOARD
(JOfficr of the Attorney (General

T TRAVIS MEDLOCK REMBERT f DENNIS BUILDING
ATTORNE* GENERAL POST OFFICE BOX HSM
COLUMBIA SC 27
TELEPHONE #j| "M N'O

November 9, 1987

The Honorable Carroll A Campbell, Jr.
Governor, State of South Carolina
State House

P. 0. Box 11369

Columbia, S.C. 29211

The Honorable Grady L. Patterson, Jr.
State Treasurer

Wade Hampton O ffice Building

P. O. Drawer 11778

Columbia, S.C. 29211

The Honorable Earle E. Morris, Jr.
Comptroller General

Wade Hampton O ffice Building

P. 0. Box 11228

Columbia, S.C. 29211

The Honorable James M Waddell, Jr.
Senator, D istrict No. 46

213 Gressette Building

P. 0. Box 142

Columbia, S.C. 29202

The Honorable Robert N. McLellan
Chairman, House Ways and Means Committee
526 B latt Building

Columbia, S.C. 29211

Gentlemen:

I have been requested to provide a
recommendation with regard to the utilization of associate
counsel in connection with the asbestos abatement property
damage litigation which was filed by our Office in the
courts on September 18, 1987. My recommendation to you
today is the same position expressed on September 8, 1987,
when Mr. Kaminski first briefed you on the various legal
strategies surrounding this litigation.
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November 9, 1987

Page Two STATE BUDGET & CONTROL BOARD

In order to maintain perspective, let me
reiterate for the Board how we reached the point where we
are today. Approximately a year ago, my staff evaluated
the alternatives for handling this litigation. W
concluded then that we could not negotiate a fee
arrangement with a private law firm experienced in this
field, which would pass the public interest test of
“reasonableness”, particularly in view of the fact that
these claims are so large that even a small contingency fee
rate such as 3% could produce fees in excess of several
million dollars. | recognized then, as | do now, that this
is a difficult choice and may necessitate the State
expending large sums of money for litigation costs with
only the possibility of some recovery of damages years from
now. But, | can find no precedent or rationale that
supports the payment of a potential contingency fee of the
magnitude we are discussing here.

We concluded that the only prudent course, at
least with regard to the preliminary investigative stages,
was to form a team of attorneys within the Office, all of
whom could devote some of their time to the research and
investigation.

We decided to approach this cost recovery
litigation by trying to match the timing of our litigation
needs and costs with the timing of the asbestos engineering
survey and testing program which are currently under way.
On that basis, we asked for and received from the General
Assembly, a partial restoration of our previous budget cuts
in the amount of $140,000.00 for the fiscal year 1987-88.

Our investigation pointed out the need to move
ahead in this fiscal year with the filing of an "omnibus"
lawsuit for all State-owned buildings which were not the
subject of some other suit already filed. Because of the
extraordinary complexity of this litigation involving more
than 3,000 buildings and 93 defendants, we recognized that
we needed added funding for this fiscal year to cover the
immediate need for an additional attorney, paralegals and
secretarial help, and to cover the substantial cost
associated with conducting both nationwide and local
discovery with regard to these various defendants. My
staff projected that we would need all remaining prior
budget cuts in the amount of $123,324.00 restored, as well
as an additional $311,371.00 added to our budget for this
fiscal year. Because the litigation decision necessarily
turned on these financial considerations, Mr. Kaminski
presented a briefing to the Board on these points at its
September 8, 1987, meeting.
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At that time, the Board concurred in the filing
of the litigation, but the Board reguested Mr. Kaminski to
explore the option of using a private law firm, rather than
handling the lawsuit through this O ffice.

Following the Board’s directive, at your next
meeting on September 22, 1987, Mr. Kaminski presented the
comparative cost of using a private law firm on a
contingency fee basis versus the projected cost of
utilizing Attorney General legal staff. W made it clear
throughout that we would support the Board's decision to
contract the work out but we have never been willing to
recommend that in light of the potential amounts of such
fees.

Based on that September 22, 1987, meeting, the
Board then directed Mr. Kaminski to negotiate a proposed
Contract with the Motley-Speights law firms, which he did.
At the next regular meeting of the Board on October 27,
1987, Mr. Kaminski presented a proposed Contract which
contained basically the same type of contingency fee
arrangement that the Motley-Speights law firms had
previously utilized with other governmental entities, but,
as already stated, would have the potential for producing
multimillion dollar legal fees if there were a large
recovery resulting from the lawsuit. The Boar~ then asked
for my recommendation which remains the same a_ it was two
months ago at our first appearance before the Board.

I recommend that the Board support our Office in
obtaining the additional projected funding required to
handle the litigation internally. The amount is
$434,695.00 for this fiscal year. Based on our current
expectations, we project we will need similar funding In
the 1988-89 fiscal year and in years thereafter in order to
effectively prosecute this litigation.

| recognize that this decision brings to bear a
number of economic factors, and the Board may have
information regarding the overall budget situation for the

State to which I am not privy. If that is the case, and
the Board determines that it is necessary to fund the
litigation through a contingency fee Contract, | will

support the Board's decision.

An early decision needs to be made. W cannot
continue to effectively represent the State’s interest, in
this extraordinary case, with our present staffing and
funding level. We need to act quickly with staffing
additions if we are going to continue to handle this
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internally through our Office. Likewise, the private firm
needs to commence work immediately, if the Board adopts
that course. As always, my Office will cooperate with the
Board and its staff.

Sincere

JJ>"Travis Medlock

TTM/drb
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STATE BUDGET AND CONTROL ROASTATF BUDGET & CONTROL BOARD SESSION
MEETING OF November 10, 1987 ITEM NUMBER

Budget Division

Veto-related Funds Transfer Request, SLED
The Budget Division advises that the State law Enforcement Division has
requested authorization to transfer $1,500 from supplies to cover
three-months’ funding of travel for the Missing and Exploited Children

Program. This line-item was vetoed by the Governor.

The Budget Division recommends that SLED be authorized to transfer $1,000 from
supplies to travel for second quarter expenditures.

Authorize SLED to transfer $1,000 from supplies to travel for the Missing and
Exploited Children Program (second quarter expenditures'>.

ATTACHMENTS:

Agenda item worksheet; attachments

C7793



Submitted By:
(a) Agencv: State Budget Division

(b) Authorized O fficial Signature: ()(

Subject:
SLED - Veto-Related Fund Transfer Renuest

Summary Background Information:

The State Law Enforcement Division requests a transfer of $1,500 from
Supplies to cover three months” funding of the line item Travel for the
Missing and Exploited Children’s Program which was vetoed by the Governor.

What is Board asked to do?
Approve the transfer of $1,500 appropriated funds from Supplies to Travel.

What is recommendation of Board Division Involved?
Approve the transfer for three months' funding of $1,000 for second quarter
expenditures.

Recommendation of other Divlsion/agency (as required)?

(a) Authorized Signature:
fb) Division/Agencv Name:

Supporting Documents:
fa) List Those Attached:
1. Agency Letter
2. Transfer Request Form #30

(b) List Those Not Attached But Available From Subm itter:
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SOUTH CAROLINA LAW ENFORCEMENT DIVISION

CARROLL A. CAMPRELL. JR.
J.P. STROM

- EXHIftIT

NOV 10 1987 no. 8

51Alt BUDGET & CONTROL BOARD

4400 Broad River Road (J.P. Strom Boulevard) « Mail: P.O. Box 21398
Columbia. South Carolina 29221 1398 « Phone: 803/737 9000

October 23, 1987

Mr. Allan Kincaid
State Auditors Office

Brown Bldg.

Columbia, SC

Dear Allan,

The attached Stars Form 30 is a request to transfer $1,500.00
from Supplies to Travel in level 4602-1001, Missing and Exploited
Children,

Travel expenses are running higher than anticipated at budget

time. Thank you.

Sincere ly,

'Anne Mathis
Accounting Office
S.C. Law Enforcement Division

AM/ljis
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access to a Free Conference Report than the 5IATAIBUBCOI 4t AWARL
by the Legislative Council. My intent is to veto the lines in the

final Bill that correspond to those in the Free Conference Report.
VETO 1 - Section 3H, State Reorganization Commission,
Page 3-u27, Line 14, Travel, $5,000
VETO 2 - Section 5A, Governor's Office, Executive Control
or the State, Page 5-001, Line 18, Transportation, $1,500
This cut is in addition to a cut of $4,335 in actual spending
from FY 86-87 to FY 87-88.
VETO 3 - Section 5B, Governor's O ffice, State Law Enforcement
Division
VETO 4 - Section 5B, Governor's Office, State Law Enforcement
Division, Page 5-005, Line 11, Equipment, $63,887
VETO 5 - Section 5B, Governor's Office, State Law Enforcement
Divisiom, Page 5-005, Line 40, Equipment, $10,000
VETO 6 - Section 5B, Governor’s Office, State Law Enforcement
Division ?age 5-003, Line 17, Librarv Books, Maps and
Films « $500
VETO 7
Division, Page 5-005, Line 39, Travel, $4,000
VETO 8
Transportation, $12,080
This cut is in addition to a $205,170 decrease in actual
spending from FY 1986-87 to FY 1987-88.
VETO 9 - Section 6, Lt. Governor's Office, Page 6-001,
Line TT? $300
VETO 10 - Section 6, Lt. Governor's Office, Page 6-001,
Line 14, ravel, $1,411
VETO 11 - Section 7, Secretary of State's Office, Page
7-001 , L $4,984
VETO 12 - Section 7, Secretary of State's Office, Page
7-001 . L $4,224
VETO 13 ¢

37,513
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State af Soutl] Carolina

> N)/108/ o 4
mt U STATE BUDGET T CONTROL BOARD
dokg  _KKA

OfXfire m ttpc Attorney (General

T TRAVIS MEDLOCK RFMRfKT ( HINMS W It 15N

ATTORNEY GENERAL

POST O fW | WOX 11549
COILIMHIA.se
TFILF.PWOM «)' ZwThK

November 13, 1987

Mr. William A. Mclnnis

Deputy Executive Director

State Budget and Control Board
Columbia, South Carolina 29201

Re: $6,180,000, Charleston County, South Carolina,
Hospital Facilities Revenue Refunding Bonds:
Sandpiper Village, Inc.; Projected Issue Date -
December 1, 1987

Dear Mr. Mclnnis:

Regarding the above-referenced bond, we have reviewed the
Petition and other documents submitted to the State Budget and
Control Board for its approval pursuant to Section(s) 44-7-1590,
et seq., Code of Laws of South Carolina, 1976, as amended, and
FFie same appear, in our opinion, to be in order.

This opinion addresses only the legal sufficiency of the
documents you have provided for our review. No opinion is
expressed as to any other matters, including whether the Petition
should be approved as a matter of policy.

Sincerely yours,

David C. Eckstrom
Assistant Attorney General

DCE: tgc

Enclosures
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STATF OF SOUTH CAROLINA ) Sandpiper v |IIag €. BUDGET & CONTROL SOAR®

COUNTY  OF RICHLANT) )

I, WILLIAM A. MCcINNIS, SECRFTARY to the South Carolina State Budget and
Control Board, DO HEREBY CERTIFY:

That the State Budget and Control Board (the Board) is composed of the
following:

His Excellency, Carroll A Campbell, Jr., Governor and
Chairman of the Board;

The Honorable Grady L. Patterson, Jr., State Treasurer;
The Honorable Earle E. Morris, Jr., Comptroller General;

The Honorable Rembert C. Dennis, Chairman of the Senate
Finance Committee; and

The Honorable Robert N. McLellan, Chairman of the House
Ways and Means Committee.

That due notice of a meeting of the Board, called to be held in Columbia,
South Carolina, at 10:00 a.m. on Tuesday, November 10, 1987, was given to all
members In writing, and at least four (4) days prior to the meeting; that all
members of the Roard were present at the meeting, with the exception of
Senator Dennis, who was represented by Senate Finance Committee Vice Chairman
James M. Waddell, Jr. (absent during consideration of this item).

That at the meeting, a Resolution, of which the attached is a true,
correct and verbatim copy, was introduced by Mr. Morris, who moved its
adoption; the motion was seconded bv Mr. McLellan, and upon the vote being
taken and recorded it appeared that the following votes were cast:

FOR MOTION AGAINST MOTION

That the Chairman thereupon declared the Resolution unanimously adopted
and the original thereof haB been duly entered in the permanent records of
minutes of meetings of the Board in mv custody as ith Secretarv.

November 24, 1987
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RESOLUTION STATE BUDGET & CONTROL BOARO

STATE BUDGET AND CONTROL BOARD OF SOUTH CAROLINA

APPROVING THE UNDERTAKING OF CHARLESTON COUNTY, SOUTH
CAROLINA TO ISSUE NOT EXCEEDING $6,180,000 CHARLESTON
COUNTY, SOUTH CAROLINA, HOSPITAL FACILITIES REVENUE
REFUNDING BONDS, SERIES 198-7 (SANDPIPER VILLAGE, INC.
PROJECT) PURSUANT TO ARTICLE 11, CHAPTER 7, TITLE 44, CODE
OF LAWS OF SOUTH CAROLINA 1976, AS AMENDED.

WHEREAS, Charleston County Council (”County Council”),
pursuant to Article 11, Chaptei 7, Title 44, Code of Laws of
South Carolina 1976, as amended (the "Act”), has petitioned
the State Budget and Control Board of South Carolina (the
”State Board”) seeking the approval of the State Board to an
undertaking by Charleston County, South Carolina (the
"County") pursuant to the Act; and

WHEREAS, the proposed undertaking consists of the
issuance of not exceeding $6,180,000 Charleston County,
South Carolina, Hospital Facilities Revenue Refunding Bonds
(Sandpiper Village, Inc. Project), Series 198~ (the "Bonds")
by the County pursuant to the Act, the proceeds of which
will be loaned to Sandpiper Village, Inc. (the "Corpora-
tion"), a South Carolina corporation, and used to defray the
cost to refund (the "Refunding") the outstanding $6,180,000
in aggregate principal amount of the Charleston County,
South Carolina, First Mortgage Hospital Facilities Revenue
Bonds, Series 1983 (Sandpiper Village, Inc. Project) (the
"Series 1983 Bonds") originally issued in the aggregate
principal amount of $6,210,000 which Series 1983 Bonds were
issued to finance the acquisition, construction and install-
ation of certain hospital facilities constituting a medical-
ly assisted living facility (the "Project") owned and
operated by the Corporation in the County;

WHEREAS, the County and the Corporation propose to
enter into a Loan Agreement (the "Loan Agreement") pursuant
to which the Corporation will agree to make payments suffi-
cient to provide for the payment of the Bonds above
described; and

WHEREAS, the County proposes to enter into a Trust
Indenture (the "Indenture”) with a banking association or a
trust company to be selected by the Corporation, as Trustee
(the "Trustee") prescribing the terms and conditions upon
which the Bonds will be issued and pledging to the payment
of the Bonds the loan repayments to be made pursuant to the
Loan Agreement; and
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WHEREAS, the Corporation proposes to enter into a
Mortgage and Security Agreement (the ”“Mortgage”) with the
Trustee securing the payment of the Bonds; and

WHEREAS, the forms of the Loan Agreement, the Indenture
and the Mortgage will be in substantially the form wused in
previous financings considered by this Board;

NOW, THEREFORE, EE IT RESOLVED EY THE STATE BUDGET AND
CONTROL BOARD OF SOUTH CAROLINA, IN MEETING DULY ASSEMBLED:

1. It has been found and determined by the State
Board:

(a) That the statement of facts set forth in the
recitals of this Resolution are m all respects true
and correct;

(b) That County Council has filed a proper peti-
tion to the State Board in accordance with the provi-
sions of the Act, setting forth the action taken by the
South Carolina Department of Health and Environmental
Control (”DHEC”) m connection with the Project (DHEC
having informed the Corporation that a Certificate of
Need was not required in connection with the Project),
a reasonable estimate of the cost of the Refunding, and
a general summary of the terms and conditions of the
Loan Agreement; and

(¢c) That the Refunding by County Council of the
Series 1983 through the issuance of the Bonds will
promote the purposes of the Act.

2. On the basis of the foregoing findings, the
proposed undertaking of the County: (i) to enter into the
Indenture and issue the Bonds; (li) to .oan the proceeds
thereof to the Corporation for the purpose of Refunding the
Series 1983 Bonds; and (ni) to enter into the Loan Agree-
ment providing for the payment of the Bonds, which Bonds
shall be payable by the County solely from the revenues to
be derived by the County under the Loan Agreement, all
pursuant to the Act (including changes in any details of the
said undertaking as finally consummated which do not
m aterially affect the said undertaking) be, and the same is
hereby approved, and the County may proceed therew ith.

3. Notice of the action taken by the State Board in
giving approval to the above described undertaking of the
County shall be published in THE NEWS AND COURIER, a news-
paper having general circulation m the County.

4. The Notice to be published shall be in form

substantially as set forth in EXHIBIT "A” of this
Resolution.

C78C1
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EXHIBIT "Al
STATE BUDGET & CONTROL BOARD

NOTICE PURSUANT TO ARTICLE 11, CHAPTER 7, TITLE 44,
CODE OF LAWS OF SOUTH CAROLINA 1976, AS AMENDED

NOTICE IS HEREBY GIVEN that following the filing of a
Petition by Charleston County Council (”County Council”) to
the State Budget and Control Board of South Carolina (the
"State Board”), approval lias been given by the State Board
to the following wundertaking (including <changes in any
details of the said undertaking as finally consummated which
do not materially affect the said undertaking), viz:

The issuance by Charleston County, South Carolina (the
"County”) of not exceeding $6,180,000 Charleston County,
South Carolina, Hospital Facilities Revenue Refunding Bonds,
Series 1987 (Sandpiper Village, 1Inc. Project) (the "Bonds")
pursuant to Article 11, Chapter 7, Title 44, Code of Laws of
South Carolina 1976, as amended (the "Act"), the proceeds of
which shall be loaned by the County to Sandpiper Village,
Inc. (the "Corporation”) and used to refund (the "Refund-
mg" ) the outstanding $6,180,000 in aggregate principal
amount f the Charleston County, South Carolina, First
Mortgage Hospital Facilities Revenue Bonds, Series 1983
(Sandpiper Village, Inc. Project) (the "Series 1983 Bonds")
originally issued in the aggregate principal amount of
$6,210,000 which Series 1983 Bonds were issued to finance
the acquisition, <construction and installation of certain
hospital facilities constituting a medically assisted living
facility (the "Project") owned and operated by the Corpora-
tion m the County.

NOTICE IS FURTHER GIVEN that any interested party may
at any time within twenty days after the date of publication
of this Notice, but not afterwards, challenge the validity
of the action of the State Board m approving the said
undertaking of County Council, by action, de novo,
instituted in the Court of Common Pleas for the County.

THE STATE BUDGET AND CONTROL
BOARD OF SOUTH CAROLINA
By: Wailliam A. Mclnnis

PUBLICATION DATE
1987
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OFFICE OF THE STATE AUDITOR
P O BOX 11133
COLUMBIA sC
EDGAR A VAUGHN JR CPA 34211 MARGARET C STILWELL, CPA
STATE AUOLTOR (803) 734-172? deputy state auditor

November 24, 1987

Mr. William A. Mclnnis

Deputy Executive Director

State Budget and Control Board
Host Office Box 12444

Columbia, South Carolina 29211

RE: First Mortgage Hospital Facilities Revenue Refunding Bonds -
Charleston County - $6,180,000 (Sandpiper Village, Inc.)

Dear Mr. Mclnnis:

1. The proposed bond issue will provide funds to refund the First Mortgage
Hospital Facilities Revenue Bonds - Series 1983 which were originally
issued in the aggregate principal amount of $6,210,000. Based upon phone
discussions with F. M itchell Johnson, Jr., of Sinkler 6 Boyd, bond
counsel, and Mr. Philip Waters, controller for Sandpiper Village, the
refunding issue has the same maturity date as the 1983 issue and the
refunding bonds will have a pledge of collateral identical to that on the
currently outstanding bonds which is a first mortgage and security
interest covering all of the real and personal property of Sandpiper
Village, a medically assisted retirement facility. The 1987 bonds will
also be secured by amounts deposited in a reserve fund. A mortgagee’s
title insurance policy in the amount of $6,180,000 or a commitment
therefor will be obtained prior to the issuance of the 1987 bonds.
Although the shareholders of the Company guaranteed the debt service on
the 1983 bonds through February 1, 1987, the 1987 bonds will not be
guaranteed by them.

2. Wt reviewed the audited financial statements of Sandpiper Village, Inc.,
for the three years ended December 31, 1986, which were examined by Finch,
Hamilton & Co., Columbia, South Carolina. The independent auditors issued
unqualified opinions on the statements for each of the three years. For
each of the three years, the Company reported a net loss. Deficit
retained earnings at December 31, 1986, were $<1,434,347>.

3. W also reviewed unaudited actual and proforma monthly income statements
for the period January 1987 through August 1988. These unaudited income
statements show deficit cash basis net income through December 31, 1987;
thereafter, each forecasted month reflects a positive cash flow.

state budget a control boaro

ROBERT N Mu.li.1 AN
CARROLL A LAMPBEi. JR CHAPMAN CMAIRMAN

GOVERNOR MOUSE NATS ANO WANS COMMITTEE
ORAOy L PATTERSON JR ( ha.amar XSSE A COLES JR
STATE TREASURER SENATE finance commptei EXECUTIVE DIRECTOR
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November 24, 1987 STATE BUDGET & CONTROI BOARD

4. According to Mr. Waters, the Series 1983 bond indenture allows the Company
to borrow from the debt service reserve fund. Therefore, although
required debt service interest payments were approximately $72,000 per
month, actual debt service interest payments now run approximately $83,000
because of the payments due on the routine borrowings from the debt
service reserve fund. When the Series 1983 bonds are refunded, the debt
service reserve fund will be repaid in full.

The outstanding issue has interest rates of 12.5% to 13.5%. The
anticipated rate on the proposed issue will be 10.25% or lower.

Consequently, the Company expects to achieve considerable interest savings
as a result of paying off the debt service reserve fund and issuing the
new bonds at lower interest rates.

5. This retirement facility has 133 beds. It opened in January 1985.
Average occupancy for 1985 was 81 and for 1986 it was 97. For the first
ten months of 1987, average occupancy has been 105. The Company will

increase residential rental rates by 4% effective January 1, 1988.
Consequently when rates are increased and if occupancy remains the same or
increases, revenues will increase and net operating income should also

increase and the Company’s cash flow should improve.

6. On November 23rd, we received and reviewed a draft of the preliminary
offering statement (POS). According to the POS, the Company will pledge
to the Trustee, NONB South Carolina, all revenues of the Company.
Further, the Company will covenant that during each fiscal year, it will
charge rates sufficient with other available funds to provide income
available for debt service in an amount at least equal to 120% of the
principal and interest requirements on all long term debt of the Company
including the 1987 bonds.

A POS paragraph titled Management's Discussion and Analysis of Operations
and Results states that "occupancy levels at the Project have been
significantly Ilower than projected at the time of the issuance of the 1983
Bonds. As a result, operating deficits have been larger than projected...
The cash flow shortfall in 1986 was paid for by a subordinated loan from
the stockholders...and from borrowings from the debt service reserve fund
for the 1983 Bonds...

G7SC4
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The Introduction section of the POS concludes will the following warning
in bold-face type:

PURCHASE OF THE 1987 BONDS INVOLVES A HIGH DEGREE OF
RISK AND EACH PROSPECTIVE PURCHASER SHOULD CONSIDER
HIS OR HER FINANCIAL CONDITION AND THE RISKS INVOLVED
TO DETERMINE THE SUITABILITY OF INVESTING IN THE 1987
BONDS. SEE "CERTAIN BONDHOLDERS RISKS" HEREIN.

The Certain Bondholders' Risks section covers five pages and contains
warnings to potential investors which are outlined in subsections titled
as follows:

Limited Resources of the Corporation

Negative Net Worth and Lack of Prior Profitability
Market for the 1987 Bonds; MNo Credit Rating
Adverse Conditions in Housing Market

Competition

Increases in Medical Costs

Labor Union Activity

Normal Risks Attending Any Investment in Real Estate
Investment Yield on Entrance Deposits

Liquidation of Security May Not Be Sufficient in the
Event of a Default

Effect of Bankruptcy

Management

Early Redemption of 1987 Bonds

In addition, the Conflicts of Interest section outlines several
relationships and the potential problems related thereto which may be of
concern to potential investors and may adversely influence a decision to
invest in the proposed issue.

The POS includes summaries of the trust Indenture, loan agreement,
mortgage, and occupancy agreements. In the trust indenture summary, the
debt service reserve fund description states in part:

If any moneys are transferred from the Debt Service
Reserve Fund in accordance with the provisions of the
Trust Indenture, the Corporation will be required to
make up the amount or amounts so transferred within 12
months in equal monthly payments.

Consequently, a provision which existed in the 1983 bond indenture |Is
repeated for the 1987 proposed issue. As stated above, routine borrowings
from the 1983 debt service reserve fund resulted in cash flow problems for
the Company; therefore, the potential for similar problems related to the
1987 issue exists.
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7. If each potential investor adequately inspects the preliminary offering
statement, thoroughly understands and evaluates the risks as outlined in
the offering statement to determine the suitability of investing in the
1987 bonds, and evaluates the Company’s cash flow, debt service coverage,
operating results, and financial position, he should be considered a
"sophisticated and knowledgeable investor"” for purposes of judging this
issue. Accordingly we see no reason to disapprove the proposed bond
refunding issue based on our assumption that only "sophisticated and
knowledgeable"” investors who can afford to lose their entire investment in
the issue will invest in said issue.

Rosa B. Hughes, CPA
Audit Manager

RBH/dc
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November 24, 1987
Mr. F. Mitchell Johnson, Jr.
Sinkler & Boyd
Box 340
Charleston, SC 29402
Dear M itchell:
Ref: $6,180,000 Charleston County, SC, Hospital Facilities Revenue

Refunding Bonds:

Enclosed are certified copies of the Board

referenced issue.

Also enclosed
call

If each potential
statement,
the offering
1987 bonds,
operating results,
issue.
refunding
knowledgeable”

in the issue will

M

Enclosures referenced

is a copy of Audit Manager Rosa Hughes’ November 24,
memorandum to me on this proposal. |
your specific attention

investor adequately
thoroughly understands and evaluates
statement to determine the suitability of
and evaluates the Company’s cash flow,
and financial
“sophisticated and knowledgeable

Sandpiper Village, Inc., Project

resolution approving the
1987,

read the entire memo but |
reads as follows:

urge you to
to paragraph 7, which
inspects the preliminary offering
the risks as outlined in
investing in the
aebt service coverage,
he should be considered a
for purposes of judging this

position,
investor"

Accordingly we see no reason to disapprove the proposed bond
issue based on our assumption that only "sophisticated and
investors who can afford to
invest

lose their entire investment

in said issue.

Sincerely,

William A. Mclnnis

Deputy Executive Director
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COUNTY OF CHARLESTON

SJATt BUDGET & CONTROL BOARD

TO THESTATEBUDCET ANDCONTROL )
\%

BOARD OFSOUTHCAROLINA

PETITION

N~ ~

The Petition of Charleston County Council (”County
Council™) pursuant to Article 11, Chapter 7, Title 44, Code
of Laws of South Carolina 1976, as amended (the "Act"),
respectfully shows:

1. County Council is the "Governing Body" of Charles-
ton County, South Carolina (the "County") referred to in the
Act.

2. The Act authorizes County Council, subject to
obtaining the approval and findings, if any, from the State
Budget and Control Board of South Carolina (the "State
Board") and the South Carolina Department of Health and
Environmental Control ("DHEC") required by the Act, to enter
into agreements with any hospital agency located or to be
located in the County to acquire and construct hospital
facilities, to enter into loan agreements with such agency
prescribing the terms and conditions of the payments to be
made by the agency to the County or its assignee to meet the
payments that shall become due on bonds issued pursuant to
the Act; and to issue bonds for the purpose of defraying the
cost of acquiring hospital facilities or for the purpose of
refunding outstanding obligations, mortgages or advances
rpade Ior given by a hospital agency for the cost of hospital
acilities.

3. County Council did heretofore agree with Sandpiper
Village, Inc. (the "Corporation"), a South Carolina corpora-
tion, that County Council would undertake to refund (the
"Refunding™) the outstanding $6,180,000 in aggregate
principal amount of the Charleston County, South Carolina,
First Mortgage Hospital Facilities Revenue Bonds, Series
1983 (Sandpiper Village, Inc. Project) (the "Series 1983
Bonds") originally issued in the aggregate principal amount
of $6,210,000 which Series 1983 Bonds were issued to finance
the acquisition, construction and installation of certain
hospital facilities (the "Project") constituting a medically
assisted living facility.
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4. County Council is advised by the Corporation that
the Refunding requires at this time the borrowing of
approximately $6,180,000 and that it will therefore be
necessary that County Council issue at this time not
exceeding $6,180,000 Charleston County, South Carolina,
Hospital Facilities Revenue Refunding Bonds, Series 1987
(Sandpiper Village, Inc. Project) (the "Bonds") the proceeds
of which shall be loaned to the Corporation and used to
defray the cost of the Refunding.

5. The Corporation has advised County Council that
DHEC previously determined that a Certificate of Need need
not be issued in connection with the acquisition, construc-
tion and installation of the Project.

6. Pursuant to the Act, County Council sets forth the
following information:

(a) the Bonds will be issued to provide funds
which will be used to refund the Project;

(b) DHEC has determined that a Certificate of
Need need not be issued for the Project;

(c) the amount now required to meet the cost of
Refunding is approximately $6,180,000 which amount is
equal to the outstanding principal amount of the Series
1983 Bonds; and

(d) the proposed Loan Agreement (the "Loan
Agreement”) provides in general:

(i) to finance the cost of the Refunding the
County will issue at this time not exceeding
$6,180,000 of Bonds which will be secured by a
pledge of the payments to be made by the Corpora-
tion pursuant to the Loan Agreement, and will be
issued pursuant to a proposed Trust Indenture (the
"Indenture"”) between the County and a banking
association or a trust company to be selected by
the Corporation, as Trustee (the "Trustee");

(i1) proceeds derived from the sale of the
Bonds will be deposited with the Trustee under the
Indenture and will Dbe applied solely for the
Refunding and the issuance of the Bonds;

1 (iii) under the terms of the Loan Agreement,
the Corporation obligates itself to pay the amount

4 necessary to meet the payment of principal of,

no premium, if any, and interést on the Bonds as the
same become due, to build up and maintain adequate

stat: R nr,rir a control board

078C9



exhi

no.

NOV 10 1987

SUTE RUOGET & CONTROL BOARD

reserves with respect to the Project and the
Bonds, and to pay the cost of maintaining the
Project in good repair and the cost of keeping it
properly insured;

(iv) as permitted by the Act, the Loan
Agreement provides that the Project is to be the
property of the Corporation and the County shall
have no interest therein; and

(v) the Loan Agreement contains no provision
imposing any pecuniary liability upon the County
or which would create a charge upon its general
credit or taxing powers.

7. The Indenture is in conventional form and
prescribes the terms and conditions upon which the Bonds
will be issued. The Indenture provides for the payment and

redemption of the Bonds, the establishment of funds and
accounts into which the proceeds of the payments made by the
Corporation pursuant to the Loan Agreement are placed, and
for the use of the said funds and accounts for the payment
of the Bonds. The Indenture contains no provision imposing
any pecuniary liability upon the County or which would
create a charge upon its general credit or taxing powers.

8. As security for the Bonds, the Corporation will
mortgage the real property owned by the Corporation,
including the Project, to the Trustee and will grant to the
Trustee a security interest in the personal property owned
by the Corporation located on such real property pursuant to
a proposed Mortgage and Security Agreement (the ™Mortgage™)
between the County and the Trustee.

9. The Corporation has arranged for the sale of the
Bonds through Bear, Stearns & Co., Inc. (the "Underwriter™)
pursuant to a proposed Bond Purchase Agreement (the "Bond
Purchase Agreement") among the County, the Corporation and
the Underwriter.

Upon the basis of the foregoing, County Council
respectfully prays that the State Board accept the filing of
this Petition; that, thereafter and as soon as practicable,
it make such investigation of the proposed undertaking of
the County as it deems advisable; that the State Board find
that the proposed Refunding is intended to promote the
purposes of the Act and that it is reasonably anticipated to
effect such result; that the proposed Refunding s
economically feasible; and on the basis of such finding,
that it approve the proposed Refunding through the issuance
of the Bonds pursuant to the Act, including changes in any
details of the Refunding as finally consummated which do not
m aterially affect the said undertaking of the County and
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ive published notice of
orth in of the Act.

A ttest:

By e
Cler ChaVTeston County
Council

October A *, 1987

its approval in the manner set
Respectfully submitted,
CHARLESTON COUNTY, SOUTH
CAROLINA
Chairman
Council
NOvio1s7r N 4

STATE BUDGET & CONTROL BOARO
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STATE BUDGET & CONTROL BOARD B
A RESOLUTION

AUTHORIZING THE ISSUANCE OF NOT EXCEEDING SIX MILLION ONE
HUNDRED EIGHTY THOUSAND DOLLARS ($6,180,000) CHARLESTON
COUNTY, SOUTH CAROLINA, HOSPITAL FACILITIES REVENUE REFUND-
ING BONDS, SERIES 1987 (SANDPIPER VILLAGE, INC. PROJECT)
(THE "BONDS”); AUTHORIZING A PETITION TO THE STATE BUDGET
AND CONTROL BOARD OF SOUTH CAROLINA FOR ITS APPROVAL OF SUCH
UNDERTAKING PURSUANT TO ARTICLE 11, CHAPTER 7, TITLE 44,
CODE OF LAWS OF SOUTH CAROLINA 1976, AS AMENDED; PROVIDING
FOR A PUBLIC HEARING TO BE HELD PRIOR TO THE ISSUANCE OF THE
BONDS; AND PROVIDING FOR OTHER MATTERS RELATING THERETO.

Incident to the adoption of this Resolution, Charleston
County Council ("County Council™), the governing body of
Charleston County, South Carolina (the "County"), has made
the following findings:

1. Sandpiper Village, Inc. (the "Corporation"), a
South Carolina corporation, has proposed that the County
refund (the "Refunding"”) the outstanding $6,180,000 in
aggregate principal amount of the Charleston County, South
Carolina, First Mortgage Hospital Facilities Revenue Bonds,
Series 1983 (Sandpiper Village, Inc. Project) (the "Series
1983 Bonds") originally issued in the aggregate principal
amount of $6,210,000 which Series 1983 Bonds were issued to
finance the acquisition, construction and installation of
certain hospital facilities constituting a medically assist-
ed living facility (the "Project”) owned and operated by the
Corporation in the County, pursuant to the authorization of
Article 11, Chapter 7, Title 44, Code of Laws of South
Carolina 1976, as amended.

2. County Council adopts this Resolution to evidence
its approval of the issuance of the Bonds to effect the
Refunding, to authorize a Petition to the State Budget and
Control Board of South Carolina (the "State Board") setting
forth the facts required by the Act and to provide for a
public hearing to be held prior to the issuance of the
Bonds.

3. There is a need for the Project, the Corporation is
financially responsible and capable of fulfilling its obli-
gations under the proposed Loan Agreement (the "Loan Agree-
ment") between the County and the Corporation, the issuance
of the Bonds will not give rise to any pecuniary liability
of the County or a charge against its general credit or
taxing powers, and the Bonds shall be payable solely out of
the moneys to be derived by the County pursuant to a the
Loan Agreement.

4. The amount now required to effect the Refunding is
not exceeding Six Million One Hundred Eighty Thousand

1
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Dollars ($6,180,000), which amount is equal to the outstand-
ing principal amount of the Series 1983 Bonds.

5. The Corporation has also submitted to County
Council a draft of the Loan Agreement under which the
proceeds derived from the sale of the Bonds willbe loaned
by the County to the Corporation and the Corporation will
agree (a) to repay such loan by making payments in the
amount necessary to provide the annual payments of princi-
pal of, premium, if any, and interest on the Bonds as the
same become due, (b) to build up adequate reserves with
respect to the Project and the Bonds, and (c) to pay the
cost of maintaining the Project in good repair and the cost
of keeping it properly insured. The Loan Agreement, as
permitted by the Act, will provide that the Project shall be
the property of the Corporation and that the County shall
have no interest therein.

6. Adequate provision has been made by the Corporation
and the County for the payment of the principal of, premium,
if any, and interest on the Bonds, for the operation and
maintenance of the Project and for public facilities,
including wutilities and public services necessary for the
Project.

7. The Corporation has also submitted to County
Council a draft of a proposed Trust Indenture (the "Inden-
ture™) between the County and a banking association or a
trust company to be selected by the Corporation, as Trustee

(the "Trustee™) pursuant to which the Bonds will be issued.
The Indenture prescribes the terms and conditions of the
Bonds and the security therefor. The Indenture will be in

substantially the form previously wused in hospital revenue
bond financing.

8. The Corporation has previously requested that the
South Carolina Department of Health and Environmental
Control ("DHEC") issue a Certificate of Need for the Pro-
ject. DHEC determined that the acquisition, construction
and installation of the Project did not require that a
Certificate of Need be issued.

9. Reserve funds for the payment of principal, inter-
est and premium, if any, on the Bonds will be provided for
in the Loan Agreement and the Indenture.

10. The Corporation has also submitted a draft of a
Bond Purchase Agreement among the County, the Corporation
and Bear, Stearns &Co., Inc. pursuant to which the Corpora-
tion has arranged for the sale of the Bonds.

11. The Corporation has also submitted a draft of a

proposed Mortgage and Security Agreement between the Corpor-
ation and the Trustee pursuant to which the Corporation
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grants to the Trustee a mortgage 1?7W A "NSASPSPIty
interest in, the Project.

12. Section 147(f) of the Internal Revenue Code of 1986
requires that a public hearing be held in connection with
the issuance and delivery of the Bonds by the County, such
public hearing to be held before final action by County
Council authorizing the issuance and delivery of the Bonds.

NOW, THEREFORE, BE |IT RESOLVED BY COUNTY COUNCIL, IN
MEETING DULY ASSEMBLED:

That County Council finds that the facts set forth
above are in all respects true and correct and on such basis
determine to issue the Bonds to effect the refunding of the
Project above described, and to authorize the sale of the
Bonds by the County as aforesaid.

BE IT FURTHER RESOLVED:

The the Petition in form substantially as attached
hereto as Exhibit "A” be presented to the State Board to
seek the approval required by the Act; and that the Petition
shall be duly executed by the Chairman of County Council and
attested by the Clerk of County Council.

BE IT FURTHER RESOLVED:

That a public hearing in connection with the issuance
and delivery of the Bonds be held before final action by
County Council on the Bonds; and that not less than fourteen
(14) days prior to such hearing, the Chairman shall cause
notice of such hearing to be published in THE NEWS AND
COURIER, a newspaper of general circulation in the County.
Such notice shall be in substantially the form attached
hereto as Exhibit "B".
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EXHIBIT "A"
STATE OF SOUTH CAROLINA

COUNTY OF CHARLESTON

TO THE STATE BUDGET AND CONTROL
PETITION
BOARD OF SOUTH CAROLINA

N N A

The Petition of Charleston County Council ("County
Council™) pursuant to Article 11, Chapter 7, Title 44, Code
of Laws of South Carolina 1976, as amended (the "Act"),
respectfully shows:

1. County Council is the "Governing Body" of Charles-
ton County, South Carolina (the "County") referred to in the
Act.

2. The Act authorizes County Council, subject to
obtaining the approval and findings, if any, from the State
Budget and Control Board of South Carolina (the "State
Board") and the South Carolina Department of Health and
Environmental Control ("DHEC") required by the Act, to enter
into agreements with any hospital agency located or to be
located in the County to acquire and construct hospital
facilities, to enter into loan agreements with such agency
prescribing the terms and conditions of the payments to be
made by the agency to the County or its assignee to meet the
payments that shall become due on bonds issued pursuant to
the Act; and to issue bonds for the purpose of defraying the
cost of acquiring hospital facilities or for the purpose of
refunding outstanding obligations, mortgages or advances
rfnade_IQ{_given by a hospital agency for the cost of hospital
acilities.

3. County Council did heretofore agree with Sandpiper
Village, Inc. (the "Corporation"), a South Carolina corpora-
tion, that County Council would undertake to refund (the
"Refunding") the outstanding $6,180,000 in aggregate
principal amount of the Charleston County, South Carolina,
First Mortgage Hospital Facilities Revenue Bonds, Series
1983 (Sandpiper Village, Inc. Project) (the "Series 1983
Bonds™) originally issued in the aggregate principal amount
of $6,210,000 which Series 1983 Bonds were issued to finance
the acquisition, construction and installation of certain
hospital facilities (the "Project”) constituting a medically
assisted living facility.

G7815



4. County Council is advised by the Corporation that
the Refunding requires at this time the borrowing of
approximately $6,180,000 and that it will therefore be
necessary that County Council issue at this time not
exceeding $6,180,000 Charleston County, South Carolina,
Hospital Facilities Revenue Refunding Bonds, Series 1987
(Sandpiper Village, Inc. Project) (the "Bonds") the proceeds
of which shall be loaned to the Corporation and used to
defray the cost of the Refunding.

5. The Corporation has advised County Council that
DHEC previously determined that a Certificate of Need need
not be issued in connection with the acquisition, construc-
tion and installation of the Project.

6. Pursuant to the Act, County Council sets forth the
following information:

(@) the Bonds will be issued to provide funds
which will be used to refund the Project;

(b) DHEC has determined that a Certificate of
Need need not be issued for the Project;

(c) the amount now required to meet the cost of
Refunding is approximately $6,180,000 which amount is
equal to the outstanding principal amount of the Series
1983 Bonds; and

(d) the proposed Loan Agreement (the "Loan
Agreement”) provides in general:

(i) to finance the cost of the Refunding the
County will issue at this time not exceeding
$6,180,000 of Bonds which will be secured by a
pledge of the payments to be made by the Corpora-
tion pursuant to the Loan Agreement, and will be
issued pursuant to a proposed Trust Indenture (the
"Indenture"”) between the County and a banking
association or a trust company to be selected by
the Corporation, as Trustee (the "Trustee");

(i) proceeds derived from the sale of the
Bonds will be deposited with the Trustee under the
Indenture and will be applied solely for the
Refunding and the issuance of the Bonds;

(iii) under the terms of the Loan Agreement,
the Corporation obligates itself to pay the amount
necessary to meet the payment of principal of,
premium, if any, and interest on the Bonds as the
same become due, to build up and maintain adequate
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reserves with respect to the Project and the
Bonds, and to pay the cost of maintaining the
Project in good repair and the cost of keeping it
properly insured;

(iv) as permitted by the Act, the Loan
Agreement provides that the Project is to be the
property of the Corporation and the County shall
have no interest therein; and

(v) the Loan Agreement contains no provision
imposing any pecuniary liability upon the County
or which would create a charge upon its general
credit or taxing powers.

7. The Indenture is in conventional form and
prescribes the terms and conditions wupon which the Bonds
will be issued. The Indenture provides for the payment and

redemption of the Bonds, the establishment of funds and
accounts into which the proceeds of the payments made by the
Corporation pursuant to the Loan Agreement are placed, and
for the use of the said funds and accounts for the payment
of the Bonds. The Indenture contains no provision imposing
any pecuniary liability upon the County or which would
create a charge upon its general credit or taxing powers.

8. As security for the Bonds, the Corporation will
mortgage the real property owned by the Corporation,
including the Project, to the Trustee and will grant to the
Trustee a security interest in the personal property owned
by the Corporation located on such real property pursuant to
a proposed Mortgage and Security Agreement (the "Mortgage")
between the County and the Trustee.

9. The Corporation has arranged for the sale of the
Bonds through Bear, Stearns & Co., Inc. (the "Underwriter")
pursuant to a proposed Bond Purchase Agreement (the "Bond
Purchase Agreement"”) among the County, the Corporation and
the Underwriter.

Upon the Dbasis of the foregoing, County Council
respectfully prays that the State Board accept the filing of
this Petition; that, thereafter and as soon as practicable,
it make such investigation of the proposed undertaking of
the County as it deems advisable; that the State Board find
that the proposed Refunding is intended to promote the
purposes of the Act and that it is reasonably anticipated to
effect such result; that the proposed Refunding is
economically feasible; and on the basis of such finding,
that it approve the proposed Refunding through the issuance
of the Bonds pursuant to the Act, including changes in any
details of the Refunding as finally consummated which do not
m aterially affect the said wundertaking of the County and
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published notice of
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A ttest:

By s/Evelyn K. Bonham
Clerk, Charleston County
Council

October , 1987

its approval in the
Respectfully submitted,

CHARLESTON COUNTY, SOUTH
CAROLINA

By s/ Lonnie Hamilton, 111
Charleston County

Chairman,
Council

EXHIBIT

NOV 10 1987 no.

manner

set
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STATE BUDGET & CONTROL BOARD
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STATE BUOGTT

PUBLIC NOTICE

Notice is hereby given by Charleston County Council
("County Council") that a public hearing relating to the
proposed issuance and delivery by Charleston County, South
Carolina (the "County") of the not exceeding $6,180,000
Charleston County, South Carolina, Hospital Facilities
Revenue Refunding Bonds, Series 1987 (Sandpiper Village,
Inc. Project) (the "Bonds") pursuant to Article 11, Chapter
7, Title 44, Code of Laws of South Carolina 1976, as
amended, which Bonds are to be issued to refund the
outstanding $6,180,000 in aggregate principal amount of the
Charleston County, South Carolina, First Mortgage Hospital
Facilities Revenue Bonds, Series 1983 (Sandpiper Village,
Inc. Project) (the "Series 1983 Bonds") originally issued in
the aggregate principal amount of $6,210,000 which Series
1983 Bonds were issued to finance the acquisition, construc-
tion and installation of certain medically assisted living
facilities owned and operated by Sandpiper Village, Inc.
(the "Corporation™) and located on Anna Knapp Boulevard in
the Town of Mt. Pleasant in the County.

The Bonds will be payable by the County solely from the
amounts to be paid to the County by the Corporation pursuant
to a Loan Agreement (the "Loan Agreement") between the
County and the Corporation.

The Corporation will irrevocably covenant and agree to
pay when due all sum required to pay the principal of
premium, if any, and interest on the Bonds, and the Bonds
will be secured by a pledge by the County to

» as Trustee (the "Trustee”) of substantially all
of its rights under the Loan Agreement and by a Mortgage and
Security Agreement between the Corporation and the Trustee.
The Bonds will be issued pursuant to the Act and to an
ordinance (the "Bond Ordinance"”) adopted by County Council.

The hearing will be held at the Council Chambers of

Charleston County Council, 4th Floor, 2 Courthouse Square,
Charleston, South Carolina, at 7 P.M. on November 17, 1987.
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STATE OF SOUTH CAROLINA
STATE BUDGET & CONTROL BOARD

COUNTY OF CHARLESTON

I, the undersigned, Clerk of Charleston County Council,
DO HEREBY CERTIFY:

That the foregoing is a true, correct and verbatim copy
of the Resolution unanimously adopted by Charleston County
Council at a duly called and regularly held meeting at which
eislalmmembers attended and remained throughout on October 20

4IN WITNESS WHEREOF, | have hereunto set my hand this
I day of October, 1987.

Clerk, Charleston County
Council
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TRANSMITTAL FORM, REVENUE BONDS TO:  William A. Mclnnis, Secretary
State Budget and Control Board
Date: November 3, 198? 000 Wade Hampton Building
Submitted for BCB Meeting on: Columbia, S.C. 29201
November 10, 1987 OR P. 0, Box 12444, Columbia, SC 292117,
FROM: H
Sinkler & Boyd Post Office Box 340 g
Name of haw Firm Street Address/box Number
Charleston, S. C. 29402 803 722-3368
City, State, Zip Code Telephone Area Code and Number
RE: $8,180,000 Hospital Facilities Revenue RefX,,SB
Amount of Issue Type of Bonds or Notes s/l 0
Charleston County, South Carolina December 1, 1987
Issuing Authority Name Projected Issue Date W

Project Description:

Refund tin outstanding $r, South Cirolim, First Hortgajge Hospital FsciJLities
Revenue Bonds, Seiiee 1983 (Sindpiper Vi lage« Int Project) originally issued in the
ite principal imount ol £6, 12(>( H), which Seiies 1983 bonds were issued to
fin hu » the icquisitiot , tion ai pita

const itut. ing a medif il assisted Zliving iic;litv.

CEHJ NC ALL! ICATK-N REQUIRED REFJUND I NO INYOLVED project aLprovei)_previously
___Yes (% m N . No Yes ( ) x No
Amount Amount Date

DOCUMENTS ENCLOSED:
(ALL required for State law approval; A and C only for ceiling allocation only.)

A X Petition (.executed original and two copies)

X Resolution or ordinance (executed copy)
Inducement Resolution or comparable preliminary approval (executed copy)
Standard Form Investment Letter from purchaser oi bonds (executed original)

(Purchaser:

OR x Audited financial statements for three most recent years

E. Department of Health and Environmental Control certificate IF REQUIRED
F. X Budget and Control Board Resolution and Public Notice (original,
|Plus 10 copies for certification and return to counsel]

Processing fee
Amount $3,000 Check No. 1924

Payor Sandpiper ViHage, Inc?,

Bond Counsel: F. Mitchel! Johnson, Ji.. Sink *0yi, A trol ess ioiiil Association

BUDGET & CONTROL BOMB

SM



(The State of South Carolina 'V 10 1987

E X H IB IT

(Office of the Attorney (flrtirral S(AFf 8"ncfT | CONTROL BOARD

T TRAVIS MEDLOCK RfMW RTC t>NNIS Hi Il IHN(.

ATTORNFV GENERAL POST OFFICE BOX UM'<
COLOMBIA SC 29211

TF.IE.PMONF HUI ?M (WRi

November 9, 1987

Mr. William A. Mclnnis

Deputy Executive Director

State budget and Control Board
Columbia, South Carolina 29201

Re: $3,200,000, Cherokee County, South Carolina,
Industrial Revenue Bonds: The Holson Company;
Projected Issue Date - December 2, 1987

Dear Mr. Mclnnis:

Regarding the above-referenced bond, we have reviewed the
Petition and other documents submitted to the State Budget and
Control Board for its approval pursuant to Section(s) 4-29-140,
et seq., Code of Laws of South Carolina, 1976, as amended, and
the same appear, in our opinion, to be in order.

This opinion addresses only the legal sufficiency of the
documents you have provided for our review. No opinion is
expressed as to any other matters, including whether the Petition
should be approved as a matter of policy.

Sincerely yours.

David C. Eckstrom
A ssistant Attorney General

DCE: tgc

Enclosures

G7S22
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STATE OF SOUTH CAROLINA ) Holson Company STATE BUDGET & CONTROL BOARO
COUNTY ~ OF  RICHLAND )

I, WITLLIAM A. MCcINNTS, SECRETARY to the South Carolina State Budget and
Control Board, DO HEREBY CERTIFY:

That the State Budget and Control Board (the Board) |Is composed of the
following:

His Excellency, Carroll A. Campbell, Jr., Governor and
Chairman of the Board;

The Honorable Grady L. Patterson, Jr., State Treasurer;
The Honorable Earle E. Morris, Jr., Comptroller General;

The Honorable Rembert C. Dennis, Chairman of the Senate
Finance Committee; and

The Honorable Robert N. McLellan, Chairman of the House
Ways and Means Committee.

That due notice of a meeting of the Board, called to he held in Columbia,
South Carolina, at 10:00 a.m. on Tuesday, November 10, 1987, was given to all
members in writing, and at least four (4) days prior to the meeting; that all
members of the Board were present at the meeting, with the exception of
Senator Dennis, who was represented by Senate Finance Committee Vice Chairman
James M. Waddell, Jr. (absent during consideration of this item).

the attached is a true,
correct and verbatim copy, was introduced by Mr. Morris, who moved its
adoption; the motion was seconded by Mr. McLellan, and upon the vote being
taken and recorded it appeared that the following votes were cast:

FOR MOTION AGAINST MOTION
0
That the Chairman thereupon declared the Resolution unanimouslv adopted

and the original thereof has been duly entered in the permanent records of
minutes of meetings of the Board in my custody as its Secretary.

November 20, 1987
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A RESOLUTION APPROVING THE ISSUANCE BY CHEROKEE COUNTY, SOUKT 5
CAROLINA OF NOT EXCEEDING $3,200,000 PRINCIPAL AMOUNT OF INDUSTRY
AL REVENUE BONDS (THE HOLSON COMPANY PROJECT) 1987, PURSUANT
THE PROVISIONS OF TITLE 4, CHAPTER 29, CODE OF LAWS OF SOU**
CAROLINA 1976, AS AMENDED 3
5
7

S

WHEREAS, heretofore Cherokee County, South Carolina (the” 0
"Cpunty” ) did, pursuant to Title 4, Chapter 29, Code of Laws cF™
South Carolina 1976, as amended (the "Act"), petition the Statrg® >
Budget and Control Board of South Carolina (the "State Board’) 0
seeking the approval of the State Board for an undertaking by the
County pursuant to the Act; and

WHEREAS, the proposed undertaking (the "Undertaking"”) con-
sists of the financing of the acquisition, construction and
installation of certain land, buildings, fixtures, machinery and
equipment (the "Project”) to constitute a manufacturing facility
for photo albums and photo greeting cards to be owned and operated
by The Holson Company (the "Corporation”) in the County by the
issuance and delivery of $3,200,000 Cherokee County, South
Carolina, Industrial Revenue Bonds (The Holson Company Project)
1987 (the "Bonds") pursuant to the Act and to an ordinance (the
"Ordinance"”) to be adopted by the Cherokee County Council (the
"County Council"); and

WHEREAS, the Corporation will agree in a Loan Agreement (the
"Loan Agreement") between the County and the Corporation to pay to
the County amounts sufficient to provide for the payment of the
Bonds and the <costs and expenses resulting from the issuance
thereof; and

WHEREAS, in order to finance the acquisition, construction
and installation of the Project, the County proposes to provide
for the issuance and delivery of the Bonds pursuant to the Act and
to the Ordinance, payable by the County from the amounts derived
from the Loan Agreement and secured by a Trust Indenture (the
"Indenture”) between the County and First Union National Bank of
North Carolina, as trustee (the "Trustee") and by a Mortgage and
Security Agreement (the "Mortgage") between the Corporation and
the County; and

WHEREAS, the County has submitted a copy of a Resolution and
Petition adopted by the County Council on November 3, 1987.

NOwW, THEREFORE, BE |IT RESOLVED BY THE STATE BUDGET AND
CONTROL BOARD OF SOUTH CAROLINA IN MEETING DULY ASSEMBLED:

1. It has been found and determined by the State Board:
(a) That the statement of facts set forth in the

recitals to this Resolution are m all respects true and
correct;

G7824



(b) That the County has filed a proper Petition
with the State Board establishing a reasonable estimate
of the cost of the Project and containing a general
summary of the terms and conditions of the Loan Agree-
ment, the Indenture, the Mortgage, the Ordinance and the
Bonds and a brief description of the Project;

(c) That the Project is expected to provide
employment for at least one hundred (100) persons and,
therefore, 1is expected to have a beneficial effect upon
the general public welfare of the County and the areas
adjacent thereto by providing employment not otherwise
provided in the County; and

= XX 8
oV N

(d) That the Undertaking is intended to promote
the purposes of the Act and is reasonably anticipated to
effect such purposes.

2. On the basis ot the foregoing findings, the proposed
Undertaking of the County to finance the cost of the acquisition,
construction and installation of the Project through the issuance
of $3,200,000 Cherokee County, South Carolina, Industrial Revenue
Bonds (The Holson Company Project) 1987 pursuant to the Ordinance
to be payable from the revenues to be derived by the County from
the Loan Agreement and to be secured by the Indenture and the
Mortgage, all pursuant to the Act (including changes in any
details of the said financing as finally consummated which do not
m aterially affect the said Undertaking) be and the same is hereby
approved.

3. Notice of the action taken by the State Board in giving
approval to the Undertaking shall be published in The Gaffney
Ledger, a newspaper having general circulation in the County.

4. The Notice to be published shall be substantially in the
form set forth as Exhibit A to this Resolution.

5. This Resolution shall take effect immediately upon its
adoption.
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exhibit

NOV 10 1987 no. 5

Exhibit A
STATE BUDGET 4 CONTROL BOARD

NOTICE PURSUANT TO TITLE 4, CHAPTER 29,
CODE OF LAWS OF SOUTH CAROLINA 1976, AS AMENDED

Notice is hereby given that following the filing of a Peti-
tion by Cherokee County, South Carolina (the ”"County”) to the
State Budget and Control Board of South Carolina (the “State
Board”), approval has been given by the State Board to the follow-
ing undertaking (the ~“Undertaking™) (including changes in any
details of the said financing as finally consummated which do not
m aterially affect the said Undertaking), viz.: the financing of
the acquisition, construction and installation of certain Iland,
buildings, fixtures, machinery and equipment (the "Project”) to
constitute a manufacturing facility for photo albums and photo
greeting cards to be owned and operated by The Hoison Company (the
Corporation”), a corporation organized and existing under the
laws of the State of Delaware, and to be located in the County.

To finance the acquisition, construction and installation of

the Project, the County will issue $3,200,000 Cherokee County,
South Carolina, Industrial Revenue Bonds (The Holson Company
Project) 1987 (the ”Bonds") pursuant to Title 4, Chapter 29, Code
of Laws of South Carolina 1976, as amended. The Bonds will be

payable by the County solely from the amounts to be paid to the
County by the Corporation pursuant to a Loan Agreement (the "Loan
Agreement”) between the County and the Corporation.

The Corporation will irrevocably covenant and agree to pay
when due all sums required to pay the principal of and interest on
the Bonds, and the Bonds will be secured by a Trust Indenture
under which the County will assign to First Union National Bank of

North Carolina, as trustee (the "Trustee”), substantially all of
its rights wunder the Loan Agreement and under a Mortgage and
Security Agreement between the Corporation and the County pursuant
to which the Corporation will grant a mortgage lien on, and
security interest in, the Project to the County. The Bonds will
be issued pursuant to the Act and to an ordinance (the "Ordi-
nance") to be adopted by the County.

The Project will provide employment for at least one hundred
(100) persons.

Notice is further given that any interested party may at any
time within twenty (20) days after the date of publication of this
Notice, but not afterwards, challenge the validity of the action
of the State Board m approving the Undertaking of the County by
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action de novo instituted in the Court of Common Pleas for the
County.

THE STATE BUDGET AND CONTROL BOARD
OF SOUTH CAROLINA

By: William A. Mclinnis

D ated: November 10, 1987 E X H IB IT

NOV 10 1987 nm. b5

STATE BUDGET g CONTROL BOARD
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STATE OF SOUTH CAROLINA STATE BUDGET & OONTROL BOARD
STATE BUDGET AND CONTROL BOARD
Standard Form Investment Letter

TO: Secretary, State Budget and Control Board
P. 0. Box 12444
Columbia, SC 29211

Re Sale by Cherokee County, South Carolina (the ’lIssuer”)
Oof its $3,200,000 Industrial Revenue Bonds (the "Bonds”)
JThe_Bolson Congmamy Project) 1987 . .

On behalf o The Hclssn -Cmpary (the Company”)

CherQ k,e e _..Soytft 1gqUna-—-— (the "Project”)
To First UntonxNatioral? fcanj*Qp-North Carolina./the "Purchaser”)

In connection with the referenced sale of Bonds by the Issuer, the Purchaser
makes the following representations and certifications:

1, The Purchaser has such knowledge and experience in financial and business
matters that it is capable of evaluating the merits and risks of its
prospective investment in the Bonds;

2. The Purchaser is financially able to bear the economic risk of its
proposed investment in the Bonds for an indefinite period;

3. The Purchaser is familiar with the business affairs of the Company and has
obtained and examined all financial and other information with respect to the
Bonds, the Company and the officers and share holders of the Company which it
deems necessary in order to enable it to evaluate the merits and risks of its
investment in the Bonds and to make an informed investment judgment in
connection with the purchase of the Bonds;

4. The Purchaser has had the opportunity to ask questions of, and receive
answers from, the Issuer and the Company concerning the terms and conditions
of the offering and any other information which it has deemed relevant to the
Bonds and its investment in the Bonds; and

5. The Bonds are being purchased for the account of the Purchaser and for the
purpose of investment and not presently for resale, and the Purchaser has no
present intention of offering the Bonds or any portion thereof for resale
either currently or after the passage of a fixed period of time, or upon the
occurrence or nonoccurrence of any predetermined event or circumstances.

SAWORN to and subscribed PURCHASER:
befor® me this /7 day Name: FIRST UNION NATIONAL BANK OF NORTH
of » 1977, Address: First Union Plaza, Corp-3 CAROLIN

301 South Tryon Street

Charlotte, North Carolina 28288
Notary Public®

BY: zL -
My, Cpmmission expires Signature daf Awthorized O fficial

Date: Sfl-y I'Bigdg& 7
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Kennedy Covington Loddele & Hickman m
ATTORNEYS AT LAW
STATE BUDGET S CONTROL 80ARO

3300 NCNB PLAZA
Charlotte, Nohtu Cahomna uhuho-rohu

MAACUS T. HICKMAN
Clarence w walker
James e sill walker
MfKRVC LOMAX

EDGAR LOVE m

Charles v, tohi'K'NS, jR
GLEN e hardvmon

J. OONNELL LASSITER
ROSS J. SMYTH

A ZACHARY SMITH HI
DAVID GRIER MARTIN, JR
WILLIAM F. DREW, JR
Charles o.0OuBOse
raleigh a.shoemaker
JOHN M. MURCHISON, JR.
STEPHEN M S.COURTLAND
Richard O Stephens

r FINCHER JARRELL
MAYNARD E TIPPS
WAYNE P. HUCKEL

j noreltect PRUOEN.m
WILLIAM C. LIVINGSTON
LEE WEST MOVIUS
JOSEPH B C.KLUTTZ
JONATHAN A.BARRETT
EUGENE C. PRIDGEN

RAYMOND t. OWENS, JR.
HENRY W. FLINT

OAVIO H, JONES

NANCY BLACK NORELLI
JAMES C.HARDIN IU *
peter mclean nr

MYLES E STANOiSH

KIRAN H MEHTA

MICHAEL S HAWLEY

R DOUGLAS HARMON
JAMES P. COONEY in
CAROL NASH NORMAN**
BRIAN P. EVANS

AMANOA BRANTIEt ANDERS
JEFFERSON W BROWN
LTNN OLIVER WENIGC
GEORGE C*COVINGTON **
DANIEL L.JOHNSON,JR
DENNARD LINOSET TEAGUE
L.CAMPBELL TUCKER HL
OCAN A WARREN

ALTON O BAIN

MfBNIC C.DORMAN
WALTER O, FISHER, JR

LISA o HYMAN

ALICE CARMICHAEL Richey

TELEPHONE 704/377-6000
TELECOPIES 704/376 8386

November

19,

1987

TRANK H KENNEDY
B93 I»75

HUGH V IOBOCIi.
«90e

W T COVINGTON, JR
OT COUNSEL

THOMAS R PA~NC
SPCCIAi COUNSCI

southpark ofrrice

BZ39 TAIRVICW ROAD

CHARLOTTE,N. C.28210-3323
TELEPHONE 704/36B S99i
TELECOPIER 'O 4/J68 1AS6

SOUTH CAROLINA OFFICE

The GUARDIAN BUILDING

STEPHEN K.RHYNE

one law place-suite soi
P O0.BOX 11429
ROCK HILL.S C.Z9731 1429
TELEPHONE 803/3?2? «I7i
TELECOPIER S0O3/374 *737

" IAuDIA F. MANNING

Mr. William A. Mclnnis

State Budget and Control Board
600 Wade Hampton Office Building
Columbia, South Carolina 29201

FEDERAL EXPRESS

RE: $3,200,000 Cherokee County, South Carolina
Industrial Revenue Bonds (The Holson Company
Project) 1987
Dear Mr. Mclnnis:
Per our conversations of last week, enclosed is a Standard
Form Investment Letter from First Union National Bank of North
Carolina, the purchaser of the above-referenced bonds.

It is my understanding that this Investment Letter will
complete the Holson Company’s application with your office.

If you have any questions please give me or Hank Flint a
call.

Sincerely,

Dennard Lindsey Teague
For the Firm

DLT/11

Enclosure
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tatc 1Budqgct anil (Control Snaeii budget* cotrdl board

CARROI| A (AMPRHI)h CHAIRMAN REMBERT T DENNIS
GOVERNOR ( HAIRMAN. SENATE EINfcM E COMMITTEE
GRADE | PAIII RMEN JR ROBERT N Mrl El 1 AN
si ATE IRE AM RER CHAIRMAN, WAVS AND MEANS COMMITTEE
EAHIE E MORRIS JR Box 12444

| OMPIROI | EH C.ESEHAI -
(Columbia JEssE A COLES.JR PhD

| XE< | TINE DIRECTOR

December 7, 1987

c ER T IF I1IC A T E
STATE CEILING ON ISSUANCE OF PRIVATE ACTIVITY BONDS
(UNDER TAX REFORM ACT OF 1986)
FINAL ALLOCATION, CALENDAR YEAR 1987

TO: Cherokee County
c/o Mr. Henry W Flint
Kennedy Covington Lobdell & Hickman
3300 NCNB Plaza
Charlotte, NC 28280-8082

RE: Issue of $3,200,000 Cherokee County, South Carolina
Industrial Revenue Bonds
(The Holson Company Project)
Issue Pate Projected By Issuing Authority: December 11, 1987
Allocation Expiration Date: December 31, 1987
Issue Amount Certificate Date: December 7, 1987

Based upon my receipt of the issue amount certificate required of the
issuing authority by Section 6(B) of Act 117 of 1987, effective May 26,
1987, which certificate is dated not more than ten (10) business days prior
to the projected date of issue which, as certified by the issuing
authority, is within the time period during which the ceiling allocation
approved previously on a tentative basis by the State Budget and Control
Board for the referenced project is valid, | have determined that the
allocation is now final in the amount indicated above.

| also have determined that the referenced issue when issued and
combined with the amount of private activity bonds and notes certified to
me previously by South Carolina issuing authorities as having been issued
or which are to be Issued in 1987 will not exceed the 1987 State Ceiling on
the issuance of private activity bonds for the State of South Carolina.

William A. Mclnnis, Secretary

07830



MARCUS T. HIC«MAN
CLARENCE W WAL*ER
JAMES £ Bill walker
HENRYc LOMAX

COGAP LOVE m

Charles v Tompkins, jr
GLEN 0.HAROYMON
J.DONNELL LASSITER
ROSS J. SMYTH

A ZACHARY SMITH.tU
DAVID GRIER MARTIN, JR
WILLIAM F. DREW. JR.
CHARLES O DuBOSC
RALEIGH A.SHOEMAKER
JOHN M. MURCHISON, JR
STEPHEN M S.COURTtAND
RICHARD D STEPHENS
F. FINCHER JARRELL
aaaaaa q E.TIPPS
WAVNE P. HUCKCL

J. NORFLEET PRUOCN.XH
WILLIAM C. LIVINGSTON
LEE WEST MOVIUS
JOSEPH B C KLUTTZ
JONATHAN A.BARRETT

STEPHEN * RHYNE
t.ALLEN PRICHARD

Kennedy Covinoton Loddkix & Hickman

("ITAMM)TTK, XOKTII

RAYMOND E OWENS, JR.
HENRY W. FLINT

OAVID H. JONES

nanc* black norell’
JAMES C.HARDIN HI «
peter mclean hi

MYLES C STANOISH
KIRAN H MEHTA
MICHAEL S- MAWLE*

R. OOUGLAS HARMON
JAMES P. COONEY m
CAROL NASH NORMAN «*
BRIAN P. EVANS

AMANDA BRANTLEY ANDERS
JEFFERSON W BROWN
LYNN OLIVER WCNIGE
GEORGE C.COVINGTON *«
OANIEL L.JOHNSON, JR

L.CAMPBELL TUCKER TU

ALTON D BAIN

MERRIC C.DORMAN
WALTER D. FiISHER, JR

LISA O. HYMAN

ALICE CARMICHAEL R»CHfY
CrauOia | MANNING

CWCCPT AS MOrtO.ATTOAMK *5 Af)M-Tt|O

ATTORNEYS AT LAW
3300 NCNB PLAZA

TEItPMONt 704/377-6000
TELECOPIER 704/376-8386

December 4, 1987

(>AHOLIXA BMiiOO HOHii

EXHIBIT

NOV 1 0 1987

STATE BUDGET »

ND 5

CONTROL BOARO

DfC 7 887

FRANK H KENNEDY
1093 '975

HUGH » 10BOELL
i90B 907

W T COVINGTON, JR
OF COUNSEL

THOMAS R PAYNE
SPECIAL counsel

SOUTHPAW* OFFICE

6719 FAIRVIEW ROAO
CHARLOTTE.N C ?«r0 1323
TELEPHONE 704/366 5991
TELECOPIER 704/366 (656

SOUTH CAROLINA OFFICE

the guardian

ONE LAW PLACE SUITE 30>
P o.BOX M429

ROCK hil1,5 CZ9731 1429

TELEPHONE BO3/327 «*7I

TELECOPIER BO1/3Z4 4737

building

Mr. William A. Mclnnis
Deputy Executive Director
and Secretary
State of South Carolina
Budget and Control Board
600 Wade Hampton office Building
Columbia, South Carolina 29201

Re: $3,200,000 Cherokee County, South Carolina,
Industrial Revenue Bonds (The Holson Company
Project) 1987 (the "Bonds™)

Dear Mr. Mclnnis:

On behalf of Cherokee County, we hereby request your
certificate making final the state ceiling allocation approved
previously by the State Budget and Control Board on a tentative
basis.

In order to induce you to issue said certificate, we hereby

certify as follows:

issue amount of the above described Bonds will be
in excess of the approved tentative

1. The
$3,200,000, an amount not
ceiling allocation amount.

2. The projected Bond issue date is December 11, 1987.

If |
call.

can be of further assistance, please do not hesitate to

With best regards,

Henry W. Flint
For the Firm

07831
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EXHIBIT
«Malc of «*outh (Carolina NO/ 10 19/ NO. 5

*tatc Subnet anb (Control Soarh ... IV
1 fr

( ARROI'l A (AMPRII'l JH ( HAIRMAA

COMRNOK
CHAD! I PATURMIS JH
M ATl IRl AM HI H

I AHI'l I MORRIS JR
COMFTROt I IR J.IMRAI

HIMRIRT < I»ISMS
( MAIRMAV SISAIlI IINAM | (OMMIUII

RIRIHI N W illi AS
I HAIRMAS MATS ANO MI>ASS (O M M IU 11
Box 12444
(COIumbia JI.SSI A tOIl.S. JR Ph |»
29211 IKK | TIM DIRICWR

November 10, 1987

Cc ER T IF I1C A T E

STATE CEILING ON ISSUANCE OF PRIVATE ACTIVITY BONDS

(UNDER TAX REFORM ACT OF 1986)

TENTATIVE ALLOCATION, CALENDAR YEAR 1987

TO: Cherokee County

$3,200,000

Industrial Revenue Bonds
(Holson Company Project 1987)

The State Budget and Control Board has made a tentative allocation of
the State Ceiling established in the Tax Reform Act of 1986 in the amount

indicated to the

referenced bonds/notes and project. This allocation is

valid for calendar year 1987 only. It will expire on December 31, 1987, if
the bonds/notes for which the allocation has been approved have not been
issued prior to that time.

Before this tentative allocation becomes final. Section 6(B) of Act 117

of 1987, effective

Nay 26, 1987, requires that the exact amount of the

bonds/notes being issued be certified to the Board Secretary by the issuing

authority before
amount certificate,

the issue is made. In response to that issue
the Secretary will issue a certificate which makes the

ceiling allocation final.

A ttest:

William A. Mclnnis,

Secretary
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STATE OF SOUTH CAROLINA NOV 10 1987 NO. 5

COUNTY OF CHEROKEE STATE BUDGET & CONTROL BOARD

TO THE STATE BUDGET AND CONTROL 3
) PETITIO N
BOARD OF SOUTH CAROLINA )

This Petition of Cherokee County, South Carolina (the ”Coun-
ty ”), pursuant to Title 4, Chapter 29 of the Code of Laws of South
Carolina 1976, as amended (the »Act”), and specifically Section
4-29-140 thereof, respectfully shows:

1. The County Council of the County ("County Council™) is
the governing body of the County as established by law, and, as
such, is the "governing board” of the County referred to in the
Act.

2. The Act authorizes and empowers the County, if it shall
comply with the provisions set forth in the Act, to acquire or
cause to be acquired land, buildings, -equipment, machinery and
other improvements deemed necessary, suitable and useful by any
industrial enterprise and to finance the acquisition and installa-
tion of the same through the issuance of bonds or notes payable
from and secured by a pledge of the revenues to be derived from a
financing agreement relating to such land, buildings, equipment,
machinery and other improvements.

3. The County has agreed with The Holson Company (the
"Corporation"), a corporation organized and existing under the
laws of the State of Delaware, that the County will undertake to
finance the acquisition, construction and installation of land,
buildings, fixtures, machinery and equipment (the "Project") to
constitute a manufacturing facility for photo albums and photo
greetings cards in the County through the issuance and delivery of
Industrial Revenue Bonds pursuant to the Act. In this connection,
the County has agreed to issue Three Million Two Hundred Thousand
Dollars ($3,200,000) Cherokee County, South Carolina, Industrial
Revenue Bonds (The Holson Company Project) 1987 (the "Bonds")
pursuant to the Act and to an ordinance (the "Ordinance") to be
adopted by County Council.

4. County Council is advised by the Corporation that the
cost of the Project will be approximately Three Million Two
Hundred Thousand Dollars ($3,200,000) and that, therefore, in
order to finance the acquisition, construction and installation of
the Project (the "Undertaking"), including the costs and charges
incident to the issuance and delivery of the Bonds, it is neces-
sary that the County issue and deliver the Bonds in that amount.
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5. When completed, the Project will provide employment foi:

at least one hundred (100) persons and will provide stimulation tt*
the economy of the County and neighboring areas by increase®L”

payrolls, capital investment and tax revenues.

6. For the reasons above set forth and hereinafter dis-
Xosed, County Council has found and determined that:
(a) the Undertaking will subserve the purposes of thiw
Act;
(b) the Undertaking will have a beneficial effect upon

the general public welfare of the County and the areas
adjacent thereto by providing employment not otherwise

provided in the County;

(c) by reason of the Undertaking, no pecuniary liabili-
ty will result to the County nor will there be a charge

against its general credit or taxing powers;

(d) the amount required to finance the acquisition,
construction and installation of the Project is approximately

$3,200,000;

(e) the proposed Loan Agreement (the ”“Loan Agreement”)
between the County and the Corporation unconditionally

obligates the Corporation to pay an amount adequate

to

provide for the payment of the principal of and interest on
the Bonds which will be dated and will mature in the amounts
and bear interest at the rates set forth in Section 2 of the

Ordinance;

(f) in view of the well established <credit of
Corporation and the successful arrangements to effect

the
the

issuance and delivery of the Bonds without the establishment

of a reserve fund for the payment of the principal of

and

interest on the Bonds, no such reserve fund will be estab-

lished; and

(g) the terms of the Loan Agreement require the Corpo-
ration to maintain the Project m good repair and to carry

all proper insurance with respect thereto.

7. The Loan Agreement will provide, among other things,
following:

the

(a) to finance the cost of the acquisition, construc-

tion and installation of the Project, the County will

issue

and deliver the Bonds. The Bonds will be secured by a pledge
of substantially all of the amounts to be paid to the County

by the Corporation, as authorized by the Act;

(b) the proceeds derived from the issuance and delivery

of the Bonds will be used to pay the costs incident to
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acquisition, construction and installation of the Project and
the issuance of the Bonds;

3

(c) the Loan Agreement obligates the Corporation to*
complete the acquisition, construction and installation o f"
the Project and to pay such costs thereof as are in excess oft-in

the proceeds of the Bonds; and

(d) the Loan Agreement contains no provision imposing”
any pecuniary liability upon the County or which would create”

a charge upon its general credit or taxing powers.

8. Pursuant to a proposed Trust Indenture (the "Inden-
ture"), the County will assign to First Union National Bank of
North Carolina, as trustee (the “Trustee”), as security for the
payment of the Bonds, substantially all of the right, title and
interest of the County in and to the Loan Agreement and the
Mortgage referred to in Paragraph 9 below. The Indenture will
provide for the terms of the Bonds, including provisions for the
payment of the principal of and interest on the Bonds, the ex-
change and transfer of the Bonds, the redemption of the Bonds, the
means of disbursement of proceeds of the Bonds, default and
remedies therefor and various other matters relating to the Bonds.
The Indenture imposes no pecuniary liability on the County and
does not create a charge upon the general credit or taxing power
of the County.

9. Pursuant to a proposed Mortgage and Security Agreement
(the ”“Mortgage”), the Corporation will grant a mortgage lien on,
and security interest in, the Project to the County as additional
security for the payment of the Bonds.

10. The Bonds will be issued by the County pursuant to the
Ordinance. The Ordinance imposes upon the Corporation the obliga-
tion to pay, in addition to the moneys required for the payment of
the principal of and interest on the Bonds, all other costs and
expenses resulting from the Ordinance and the issuance of the
Bonds pursuant thereto and the transactions contemplated to take
place in connection therewith.

11. The Loan Agreement, the Mortgage, the Indenture, the
Ordinance and the Bonds will be substantially in the form hereto-
fore wused in the issuance of industrial revenue bonds or notes
pursuant to the Act. While changes may be made in the forms
thereof, it is not expected that there will be any changes which
will substantially affect the Undertaking as described herein.

12. The undersigned certifies, under penalty of perjury,
that neither the approvals granted in connection with the Bonds
nor the request for an allocation of the State Ceiling made herein
have been made in consideration of any bribe, gift, gratuity, or
direct or indirect contribution to any political campaign.
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NOV 10 1987 no. D

Upon the basis of the foregoing, the
prays:

That the State Board accept the filing of the Petition
presented herewith; that, thereafter and as soon as practicable,
it make such independent investigation of the Undertaking and the
terms and provisions of the Loan Agreement, the Mortgage, the
Indenture, the Ordinance and the Bonds as it deems advisable; that
it find that the proposed Undertaking is intended to promote the
purposes of the Act and is reasonably anticipated to effect such
result; on the basis of such finding, that it approve the Under-
taking, including changes m any details of the said financing as
finally consummated which do not materially affect the Undertaking
and give published notice of its approval m the manner set forth

in the Act; and that a portion of the State Ceiling in the amount
of $3,200,000 be allocated to the Bonds.

November 3, 1987.

Respectfully Submitted,

CHEROKEE COUNTY, SOUTH CAROLINA

>olphus C. Medley, Administptfxor

of Cherokee County, So Carolina
A ttest:
By:
Doris F. Pearson, Clerk of
County Council of Cherokee
County, South Carolina
4
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EXHIBIT

NOV 10 1987 NS

A RESOLUTION
STATE BUDGET & CONTROL BOARD

AUTHORIZING A PETITION TO THE STATE BUDGET AND CONTROL BOARD OF
SOUTH CAROLINA ("STATE BOARD") FOR ITS APPROVAL OF THE FINANCING
OF THE ACQUISITION, CONSTRUCTION AND INSTALLATION OF LAND, BUILD-
INGS, FIXTURES, MACHINERY AND EQUIPMENT AT INDUSTRIAL FACILITIES
IN CHEROKEE COUNTY, SOUTH CAROLINA TO BE OWNED AND OPERATED BY THE
HOLSON COMPANY THROUGH THE ISSUANCE AND DELIVERY OF $3,200,000
CHEROKEE COUNTY, SOUTH CAROLINA, INDUSTRIAL REVENUE BONDS (THE
HOLSON COMPANY PROJECT) 1987 (THE "BONDS”) PURSUANT TO TITLE 4,
CHAPTER 29, CODE OF LAWS OF SOUTH CAROLINA 1976, AS AMENDED, AND
FOR ALLOCATION BY THE STATE BOARD OF A PORTION OF THE STATE
CEILING TO THE BONDS; PROVIDING FOR A PUBLIC HEARING TO BE HELD IN
CONNECTION WITH THE ISSUANCE AND DELIVERY OF THE BONDS; AND
PROVIDING FOR OTHER MATTERS RELATING THERETO.

BE IT RESOLVED BY CHEROKEE COUNTY COUNCIL IN MEETING DULY
ASSEMBLED:

Section 1. FiJldin2S_of Fact. Incident to the adoption of
this resolution, Cherokee County Council ("County Council”), the
governing body of Cherokee County, South Carolina (the "County"),
has made the following findings and determinations:

(a) The Holson Company (the "Corporation"), a corporation
organized and existing under the laws of the State of Delaware,
has proposed that the County assist in financing the acquisition,
construction and installation of certain land, buildings, fix-
tures, machinery and equipment (the "Project") to constitute a
manufacturing facility for photo albums and photo greeting cards
in the County at an estimated cost of $3,200,000 through the
issuance and delivery of Industrial Revenue Bonds pursuant to the
authorization of Title 4, Chapter 29, Code of Laws of South
Carolina 1976, as amended (the "Act").

(b) The Corporation has advised County Council that its
proposed industrial project would be aided by the assistance which
the County might render through the issuance and delivery of
Industrial Revenue Bonds in the principal amount of $3,200,000
(the "Bonds") pursuant to the Act and to a proposed ordinance (the
"Ordinance") to be adopted by County Council.

(c) County Council has agreed to finance the acquisition,
construction and installation of the Project and adopts this
Resolution to evidence its approval of the issuance and delivery
of the Bonds as aforesaid, to authorize a Petition to the State
Budget and Control Board of South Carolina (the "State Board") for
its approval of the acquisition, construction, installation and
financing of the Project and for its allocation of a portion of
the State Ceiling to the Bonds, and to provide for a public
hearing to be held in connection with the issuance and delivery of
the Bonds.
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(d) County Council has determined that the financing of the
acquisition, construction and installation of the Project (the'l-'

"Undertaking"”) will subserve the purposes of the Act and thatymm
neither the Undertaking nor the Bonds will give rise to anyQ
pecuniary liability of the County or a charge against its general

credit or taxing powers.

(e) When completed, the Project will provide employment for
at least one hundred (100) persons. It is therefore believed that
the Undertaking will have a beneficial effect upon the general

public welfare of the County and areas adjacent thereto by provid- Q)
ing employment not otherwise provided in the County.

(f) The amount necessary to finance the acquisition, con-
struction and installation of the Project is Three Million Two
Hundred Thousand Dollars ($3,200,000).

(g) The Corporation has submitted to County Council a draft
of a proposed Loan Agreement (the "Loan Agreement") pursuant to

which the County will lend Three Million Two Hundred Thousand
Dollars ($3,200,000) to the Corporation and wunder which the
Corporation will unconditionally agree:

(i) to complete the acquisition, construction and

installation of the Project and to pay such costs thereof as
are in excess of the proceeds of the Bonds,

(ii) to pay the amounts necessary to provide the pay-
ments of principal of and interest on the Bonds which will be
dated and will mature in the amounts and bear interest at the
rates set forth in Section 2 of the Ordinance,

(iii) to maintain the Project in good repair, and

(iv) to carry all proper insurance with respect to the
Project.

(h) The Corporation has also submitted to County Council a
draft of a proposed Trust Indenture pursuant to which the County
will assign substantially all of its rights in the Loan Agreement
and in the Mortgage and Security Agreement referred to in Para-
graph (i) below to First Union National Bank of North Carolina, as
trustee (the "Trustee"™), as security for the payment of the Bonds.

(i) The Corporation has also submitted to County Council a
draft of a proposed Mortgage and Security Agreement pursuant to
which the Corporation will grant a mortgage lien on, and security
interest in, the Project to the County as additional security for
the payment of the Bonds.

(j) The Corporation has arranged for the issuance and
delivery of the Bonds to the Trustee.

G7838
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(k) In view of the well established credit of the Corpora-
tion and the successful arrangements to effect the issuance and*"-4
delivery of the Bonds without the establishment of a reserve fund®Q
for the payment of the principal of and interest on the Bonds, no
such reserve fund will be established. i

(1) Neither the approvals granted in connection with theH”"
Bonds nor the request for an allocation from the State Board have”
been made in consideration of any bribe, gift, gratuity, or direct'
or indirect contribution to any political campaign. rfl

Section 2. Submission of Petition. The Petition in substan-
tially the form attached hereto as Exhibit A shall be presented to
the State Board to seek the approval required by the Act and to
make an authorized request that $3,200,000 of the State Ceiling be
allocated to the Bonds. The Petition shall be duly executed by
the County Administrator and the same shall be attested by the
Clerk of County Council.

Section 3. Public Hearing and Notice. Pursuant to Section
147(f) of the Internal Revenue Code of 1986, as amended, a public
hearing shall be held in connection with the issuance and delivery
of the Bonds by the County. Such public hearing shall be held
before final action by County Council authorizing the issuance and
delivery of the Bonds. Not less than fourteen (14) days prior
the public hearing, the County Administrator shall cause notice
such hearing to be published in The Gaffney Ledger, a newspaper
general circulation in the County. Such notice shall be
substantially the form attached hereto as Exhibit B.

Adopted this 3rd day of November, 1987.
CHEROKEE COUNTY, SOUTH CAROLIMA

?. Medlgy, Admims
of Cherokee County, Soutl

A ttest:
By. AZ
Doris F. Pearson, Clerk of

County Council of Cherokee
County, South Carolina
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Exhibit A

STATE OF SOUTH CAROLINA E X H IB IT
COUNTY OF CHEROKEE NOV 10 1987 No. 5
SMrt BUDGET & CONTROL BOARD
TO THE STATE BUDGET AND CONTROL 3
PETITIO N
BOARD OF SOUTH CAROLINA ]
)

This Petition of Cherokee County, South Carolina (the "Coun-
ty”), pursuant to Title 4, Chapter 29 of the Code of Laws of South
Carolina 1976, as amended (the "Act"), and specifically Section
4-29-140 thereof, respectfully shows:

1. The County Council of the County ("County Council™) is
the governing body of the County as established by law, and, as
such, is the "governing board” of the County referred to in the
Act.

2. The Act authorizes and empowers the County, if it shall
comply with the provisions set forth in the Act, to acquire or
cause to be acquired land, buildings, equipment, machinery and
other improvements deemed necessary, suitable and useful by any
industrial enterprise and to finance the acquisition and installa-
tion of the same through the issuance of bonds or notes payable
from and secured by a pledge of the revenues to be derived from a
financing agreement relating to such land, buildings, equipment,
machinery and other improvements.

3. The County has agreed with The Holson Company (the
"Corporation™), a corporation organized and existing under the
laws of the State of Delaware, that the County will undertake to
finance the acquisition, construction and installation of land,
buildings, fixtures, machinery and equipment (the "Project") to
constitute a manufacturing facility for photo albums and photo
greetings cards in the County through the issuance and delivery of
Industrial Revenue Bonds pursuant to the Act. In this connection,
the County has agreed to issue Three Million Two Hundred Thousand
Dollars ($3,200,000) Cherokee County, South Carolina, Industrial
Revenue Bonds (The Holson Company Project) 1987 (the "Bonds")
pursuant to the Act and to an ordinance (the "Ordinance") to be
adopted by County Council.

4. County Council is advised by the Corporation that the
cost of the Project will be approximately Three Million Two
Hundred Thousand Dollars ($3,200,000) and that, therefore, in
order to finance the acquisition, construction and installation of
the Project (the "Undertaking"), including the costs and charges
incident to the issuance and delivery of the Bonds, it is neces-
sary that the County issue and deliver the Bonds in that amount.
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5. When completed, the Project will provide employment f

at least one hundred (100) persons and will provide stimulation to
the economy of the County and neighboring areas by increase80

payrolls, capital investment and tax revenues.

6. For the reasons above set forth and hereinafter dis”"QJ
closed, County Council has found and determined that:
(a) the Undertaking will subserve the purposes of th”,
Act;
(b) the Undertaking will have a beneficial effect upon

the general public welfare of the County and the areas
adjacent thereto by providing employment not otherwise

provided in the County;

(¢) by reason of the Undertaking, no pecuniary liabili-
ty will result to the County nor will there be a charge

against its general credit or taxing powers;

(d) the amount required to finance the acquisition,
construction and installation of the Project is approximately

$3,200,000;

(e) the proposed Loan Agreement (the ”“Loan Agreement")
between the County and the Corporation wunconditionally

obligates the Corporation to pay an amount adequate

to

provide for the payment of the principal of and interest on
the Bonds which will be dated and will mature in the amounts
and bear interest at the rates set forth in Section 2 of the

Ordinance;

(f) in view of the well established <credit of
Corporation and the successful arrangements to effect

the
the

issuance and delivery of the Bonds without the establishment

of a reserve fund for the payment of the principal of

and

interest on the Bonds, no such reserve fund will be estab-

lished; and

(g) the terms of the Loan Agreement require the Corpo-
ration to maintain the Project in good repair and to carry

all proper insurance with respect thereto.

7. The Loan Agreement will provide, among other things,
following:

the

(a) to finance the cost of the acquisition, construc-
tion and installation of the Project, the County will issue
and deliver the Bonds. The Bonds will be secured by a pledge
of substantially all of the amounts to be paid to the County

by the Corporation, as authorized by the Act;

(b) the proceeds derived from the issuance and delivery

of the Bonds will be used to pay the costs incident to
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acquisition, construction and installation of the Project and
the issuance of the Bonds;

(c) the Loan Agreement obligates the Corporation to
complete the acquisition, construction and installation of
the Project and to pay such costs thereof as are in excess of

the proceeds of the Bonds; and
(d) the Loan Agreement contains no provision imposing
any pecuniary liability upon the County or which would create
a charge upon its general credit or taxing powers.
8. Pursuant to a proposed Trust Indenture (the “Inden-
ture”), the County will assign to First Union National Bank of

North Carolina, as trustee (the "Trustee”), as security for the
payment of the Bonds, substantially all of the right, title and
interest of the County in and to the Loan Agreement and the
Mortgage referred to m Paragraph 9 below. The Indenture will
provide for the terms of the Bonds, including provisions for the
payment of the principal of and interest on the Bonds, the ex-
change and transfer of the Bonds, the redemption of the Bonds, the
means of disbursement of proceeds of the Bonds, default and
remedies therefor and various other matters relating to the Bonds.
The Indenture imposes no pecuniary liability on the County and
does not create a charge upon the general credit or taxing power
of the County.

9. Pursuant to a proposed Mortgage and Security Agreement
(the "Mortgage”), the Corporation will grant a mortgage lien on,
and security interest in, the Project to the County as additional
security for the payment of the Bonds.

10. The Bonds will be issued by the County pursuant to the
Ordinance. The Ordinance imposes upon the Corporation the obliga-
tion to pay, in addition to the moneys required for the payment of
the principal of and interest on the Bonds, all other costs and
expenses resulting from the Ordinance and the issuance of the
Bonds pursuant thereto and the transactions contemplated to take
place m connection therewith.

11. The Loan Agreement, the Mortgage, the Indenture, the
Ordinance and the Bonds will be substantially in the form hereto-
fore used m the issuance of industrial revenue bonds or notes
pursuant to the Act. While changes may be made in the forms
thereof, it is not expected that there will be any changes which
will substantially affect the Undertaking as described herein.

12. The undersigned <certifies, wunder penalty of perjury,
that neither the approvals granted in connection with the Bonds
nor the request for an allocation of the State Ceiling made herein
have been made in consideration of any bribe, gift, gratuity, or
direct or indirect contribution to any political campaign.
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Upon the basis of the foregoing, the County respectful].”?
prays:

That the State Board acce]pt the filing of the Petition?
presented herewith; that, thereafter and as soon as practicable'?
it make such independent investigation of the Undertaking and th£?~
terms and provisions of the Loan Agreement, the Mortgage, thfir®*
Indenture, the Ordinance and the Bonds as it deems advisable; that. "
it find that the proposed Undertaking is intended to promote thfe

purposes of the Act and is reasonably anticipated to effect such;
result; on the basis of such finding, that it approve the Under-

taking, including changes in any details of the said financing as

finally consummated which do not m aterially affect the Undertaking

and give published notice of its approval in the manner set forth

in the Act; and that a portion of the State Ceiling in the amount

of $3,200,000 be allocated to the Bonds.

November 3, 1987.

Respectfully Submitted,

CHEROKEE COUNTY, SOUTH CAROLINA

B Y i e e
Dolphus C. Medley, Administrator
of Cherokee County, South Carolina

A ttest:

By

‘Doris F. Pearson, Clerk of
County Council of Cherokee
County, South Carolina
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Exhibit B

PUBLIC NOTICE

Notice is hereby given by Cherokee County Council (the
"County Council”) of a public hearing relating to the proposed
issuance and delivery by Cherokee County, South Carolina (the
"County") of $3,200,000 Cherokee County, South Carolina, Industri-
al Revenue Bonds (The Holson Company Project) 1987 (the "Bonds")
pursuant to Title 4, Chapter 29, Code of Laws of South Carolina
1976, as amended, which Bonds are to be issued to finance the
acquisition, construction and installation of ~certain land,
buildings, fixtures, machinery and equipment (the "Project") to
constitute a manufacturmg facility for photo albums and photo
greeting cards to be owned and operated by The Holson Company, a
Delaware corporation, and to be located near the intersection of
South Carolina Highways 329 and 18 m the MeadowCreek Industrial
Community in Cherokee County, South Carolina on land referred
to as Tract "A" in such Community consisting of approximately
12.54 acres.

The Bonds will be issued under a proposed Ordinance of the
County Council, will be payable solely out of payments to be made
by The Holson Company with respect to the Project and are to be
secured by a mortgage of and security interest in the Project.
The Bonds shall not constitute an indebtedness of the County
within the meaning cf any South Carolina constitutional provision
or statutory limitation nor give rise to a pecuniary liability of
the County. The Bonds shall not constitute a charge against the
general credit or taxing powers of the County.

Any person may appear and be heard at the public hearing
relating to the proposed Ordinance authorizing the issuance of the

Bonds, which will be held at the Council Chambers of Cherokee
County Council, 210 North Limestone Street, Gaffney, South
Carolina, at .M., on November 25, 1987.

E X H
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NOV 10 1987 n. 5
STATE OF SOUTH CAROLINA

COUNTY OF CHEROKEE STATE BUDGET & CONTROL BOARO

I, the wundersigned Clerk of Cherokee County Council, do
hereby certify that the foregoing is a true, correct and verbatim
copy of a Resolution duly adopted by Cherokee County Council
having been read at a duly called meeting of County Council on
November 3, 1987.

W itness my Hand, this 3rd day of November, 1987.

Doris F. Pearson, Clerk of County
Council of Cherokee County,
South Carolina
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A RESOLUTION STATE BUDGET & CONTROL BOARD
AUTHORIZING AN ASSISTANCE AGREEMENT BETWEEN CHEROKEE COUNTY, SOUTH

CAROLINA AND THE HOLSON COMPANY RELATING TO THE ISSUANCE OF NOT TO
EXCEED $5,000,000 AGGREGATE PRINCIPAL AMOUNT OF CHEROKEE COUNTY
INDUSTRIAL REVENUE BONDS (THE HOLSON COMPANY PROJECT) TO FINANCE
THE ACQUISITION, CONSTRUCTION AND EQUIPPING OF INDUSTRIAL
FACILITIES

WHEREAS, The Holson Company, a corporation organized and
existing under the laws of the State of Delaware (the "Corpora-
tion"), has requested Cherokee County Council (the "County Coun-
cil"™) to exercise the powers vested in it by Title 4, Chapter 29,
Code of Laws of South Carolina 1976, as amended (the "Act") and
make provision for the issuance and delivery of Cherokee County,
South Carolina, Industrial Revenue Bonds (or Notes) (The Holson
Company Project) and make available to the Corporation the pro-
ceeds thereof in order to assist in financing the cost of the
acquisition, construction and equipping of certain industrial
facilities to be used for the manufacture and distribution of
photo albums and photo greeting cards (the "Project"); and

WHEREAS, the County Council has determined that the granting
of such assistance will serve the purposes of the Act; and

WHEREAS, County Council, after due consideration, has deter-
mined to exercise the powers vested in it by the Act to provide to
the Corporation such assistance, and to that end resolves to enter
into a contract with the Corporation whereby Cherokee County (the
"County") agrees to make available financing for the Project as
aforesaid.

NOW, THEREFORE, BE IT RESOLVED by County Council in meeting

duly assembled:
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1. That the County shall, to the extent authorized by and D
consistent with the Act, endeavor to issue one or more Cherokee
County, South Carolina Industrial Revenue Bonds or Notes (The tort
Holson Company Project) in the aggregate principal amount not to
exceed Five Million Dollars ($5,000,000) and make the proceeds
thereof available to the Corporation to assist in financing the
cost of the Project.

2. That an Assistance Agreement to implement the action to
be taken pursuant to paragraph 1 above in substantially the form
presented to the meeting and attached hereto (but with such
changes, if any, as the persons hereinafter authorized to execute
the same shall approve, such approval to be evidenced by their
execution thereof) shall be executed and delivered on behalf of
the County by the Chairman of the County Council under seal of the
County and duly attested by the Clerk of the County Council.

3. That the County Council and its duly constituted offi-
cers, agents or other representatives shall take any and all
further action as may be necessary or convenient to effectuate the
action herewith taken and the agreement herein authorized.

4. This Resolution shall take effect immediately.

Adopted this 16th day of September, 1987.
CHEROKEE COUNTY COUNCIL
By:
rman
Cherokee! County OouncS/Il
(SEAL)
ATTEST:

Clerk
Cherokee County Council

G7847
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NOV 10O 7987 no >
STATE OE SOUTH CAROLINA ) 5

COUNTY OF CHEROKEE ) STAT* BUDGET & CONTROL BOARD

I, the undersigned, Clerk of the County Council of Cherokee
County, South Carolina, DO HEREBY CERTIFY:

That the foregoing constitutes a true, correct and verbatim
copy of a Resolution adopted by said County Council at a meeting
duly called and held on September 16, 1987 at which meeting a
guorum of Council was present and voted unanimously in favor of
the adoption thereof.

That the original of said Resolution is duly entered in the
permanent records of said Council, in my custody as such Clerk.

IN WITNESS WHEREOF, 1| have hereunto set my Hand and the Seal
of Cherokee County, South Carolina this 16th day of September,
1987.

Clerk, Cherokee County Council
i SEAL)
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NOV 10 1987 no. D

ASSISTANCE AGREEMENT STATE BUDGET & CONTROL BOARD

THIS AGREEMENT made and entered into by and between CHEROKEE
COUNTY, a body politic and corporate and a political subdivision
of the State of South Carolina (the ”County"), and THE HOLSON
COMPANY, a Delaware corporation (the "Corporation").

W ITNESSETH:
ARTICLE |
RECITATION OF FACTS

As a means of setting forth the matters of mutual inducement
which have resulted in the making and entering into of this
Agreement, the following statements of facts are herewith recited:

1.1 The County is a body politic and corporate, and a
political subdivision of the State of South Carolina, and is
authorized and empowered by the provisions of Title 4, Chapter 29,
Code of Laws of South Carolina 1976, as amended (the "Act"), (i)
to enter into agreements with any industry to construct and
thereafter operate, maintain and improve a project; (11) to enter
into financing agreements with such industries prescribing the
payments to be made by such industries to the County or its
assignees to meet the payments that become due on any bonds issued
by the County; (iii) to issue revenue bonds for the purpose of
defraying the cost of acquiring, constructing, enlarging, expand-
ing or improving a project; and (iv) to secure the payment of such
bonds, all for the purpose of promoting industrial development and
trade in South Carolina by inducing new industries to locate in
South Carolina and by encouraging industries now located in South
Carolina to expand their investments and thus utilize and employ
manpower and other resources of South Carolina.

1.2 The Corporation proposes that the County finance (I) the
acquisition of a tract of land containing approximately 12.4 acres
in the MeadowCreek Industrial Park in Cherokee County, South
Carolina and the improvements thereon, (li) the construction or
rehabilitation thereon of one or more buildings and (iii) the
acquisition and installation of machinery, apparatus, equipment
and furnishings to be used as a part of an industrial facility to
manufacture photo albums and photo greeting cards (the "Project").
The Project, when completed and in operation, will provide addi-
tional permanent employment in the County for approximately 100
persons.

1.3 The Corporation has advised the County that it wishes to
avail itself of the assistance the County might render through the
sale of Industrial Development Revenue Bonds (or Notes) pursuant
to the Act, whereby the County would defray a portion of the cost
of the Project.

1.4 The County has given due consideration to all the
proposals and requests of the Corporation and has agreed to
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endeavor to effecY the issuance of the bonds orsm‘)l'fe at the time

and on the terms and conditions hereafter set forth.
ARTICLE 11
UNDERTAKINGS ON THE PART OF THE COUNTY
The County agrees as follows:

2.1 The County will, subject to the approval by the State
Budget and Control Board as required by the Act, authorize the
issuance of not exceeding Five Million Dollars ($5,000,000)
Cherokee County, South Carolina, Industrial Development Revenue
Bonds (or Notes) (The Holson Company Project) (the "Bonds"), as a
single issue or as several separate issues, at such time as the
Corporation may request the County to do so.

2.2 The County will permit the Corporation to arrange for
the sale of the Bonds to defray the cost of the Project as afore-
said and if successful marketing arrangements can be made, it will
adopt such proceedings and enter into such agreements as are
necessary for the issuance and securing of the Bonds.

2.3 The proceeds of any sale of the Bonds shall be applied
to the payment of the costs of the Project as determined under the
Act including, without limitation, the expenses incurred in
connection with the authorization, sale and issuance of the Bonds,
the acquisition, construction and equipping of the Project,
including necessary machinery and equipment and other items
permitted by the Act, the repayment of any funds advanced or loans
incurred by the Corporation for such purposes and the payment, to
the extent permitted by the Act, of interest on the Bonds.

2.4 Prior to issuing any Bonds, the County shall enter into
a financing agreement as defined in the Act and such other agree-
ments as may be permitted by the Act and as may be reasonably
required to effectuate the financing herein described. Such
financing agreement shall contain all provisions, terms and
conditions as may be required by the Act or by the purchaser of
the Bonds and as may be reasonably satisfactory to the County and
the Corporation, including, without limitation, a provision for
payment to the County of such sums as may be required to pay the
principal of and interest and premium, if any, on the Bonds, as
and when the same become due and payable, and the expenses of the
County incurred in connection with the financing herein described.

2.5 Prior to issuing any Bonds, the County may enter into a
trust indenture with a trustee bank or banks to be selected by the
Corporation or an indenture with the purchasers of the Bonds
pursuant to which the Bonds will be Issued. Such trust indenture
or indenture shall be substantially in the form used in connection
with the issuance of other South Carolina industrial revenue bonds
and may constitute a lien on the Project and the revenues derived
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from the financing agreement with respect to the Project to secur
the payment of the Bonds.

2.6 If requested by the Corporation and in order to provide
interim financing pending the issuance of the Bonds, the County
will adopt the necessary proceedings and provide for the issuance
of bond anticipation notes pursuant to Title 11, Chapter 17, Code
of Laws of South Carolina 1976, as amended, in anticipation of th
issuance of the Bonds.

2.7 The County will perform such other acts and adopt such
further proceedings as may be required to faithfully implement its
undertakings and to consummate the proposed financing.

ARTICLE 111
UNDERTAKINGS® ON THE PART OF THE CORPORATION

3.1 The Corporation agrees that the County will have no
obligation to find a purchaser of the Bonds.

3.2 The Corporation further agrees, if the Project proceeds
as contemplated:

(a) to acquire, construct and equip the Project;

(b) to enter into a financing agreement with the County
under the terms of which the Corporation will obligate itself
to pay to the County sums sufficient to pay the principal of
and interest and premium, if any, on the Bonds, as and when
the same become due and payable, said financing agreement to
be in such form and contain such provisions as shall be
satisfactory to the County and to the Corporation;

(c) to obligate itself to make the additional payments
required by the Act, including, but not limited to, payments
in lieu of taxes if necessary;

(d) to hold the County harmless from all pecuniary
liability and to reimburse it for all expenses to which it
might be put in the fulfillment of its obligations under this
Agreement and in the implementation of its terms and
provisions;

(e) to perform such further acts and adopt such further
proceedings as may be required to faithfully implement its
undertakings and consummate the proposed financing; and

(f) to covenant and agree in the financing agreement
referred to hereinabove to acquire, construct and equip the
Project and thereafter to operate the Project as a facility
to manufacture photo albums and photo greeting cards, or for
such other purposes as may hereafter be deemed appropriate.

07851
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ARTICLE IV

STATE BUDGET & CONTROL BOARD
GENERAL PROVISIONS

4.1 AIll commitments of the County under Article Il hereof
are subject to all of the provisions of the Act and the condition
that nothing contained in this Agreement shall constitute or give
rise to a pecuniary liability of the County or a charge against
its general credit or taxing power; but all undertakings by the
County hereunder are otherwise fully binding and enforceable by a
suit for specific performance or by mandamus.

4.2 The parties hereto agree that the Corporation may
proceed with the Project including the acquisition, construction
and equipping of the Project prior to the issuance of the Eonds.

4.3 All commitments of the County and the Corporation
hereunder are subject to the condition that the County and the
Corporation agree on acceptable terms and conditions of all
documents the execution and delivery of which are contemplated by
the provisions hereof.

4.4 The parties understand that the Corporation may choose
not to finance the Project as herein provided, in which event this
Agreement shall become void.

45 It is the intention of the parties hereto that this
Agreement shall constitute an official action on the part of the
County within the meaning of the applicable regulations of the
United States Treasury Department relating to the issuance of
industrial revenue bonds.

IN WITNESS WHEREOF, the parties hereto, each after due

authorization, have executed this Agreement on the respective
dates indicated below.

CHEROKEE COUNTY, SOUTH CAROLINA

X \\
(SEAL) By
Chairman,
ATTEST: Cherokee County Counci
Q Cherokee County, South Carolina
Clerk

Cherokee County Council,
Cherokee County, South Carolina

Dated: September 16, 1987
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STATE BUDGET & CONTROL BOARO
THE HOLSON COMPANY

D ated: September 16, 1987
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EXHIBIT

'NOV 4 1987
NOV 10 1987 no. D

TRANSMITTAL FORM, REVENUEWnNDgUOGET & CtMHROI BOAfO A. Mclnnis, Secretary
State Budget and Control Board

Date: November 4, 1987 600 Wade Hampton O ffice Building
Submitted for BCB Meeting on: Columbia, SC 29201
November 10, 1987 OR P. 0. Box 12444, Columbia, SC 29211
FROMt
Kennedy Covington Lobdell & Hickman 3300 NCNB Plaza
Name of Law Firm Street Address/Box Number
Charlotte, North Carolina 28280 (704) 377-6000 X. 73T/,
City, State, Zip Code Telephone Area Code and Number
RE: $3,200,000 Industrial Revenue Bonds
Amount of Issue Type of Ronds or Notes
Cherokee County, South Carolina December 2, 1987
Issuing Authority Name Projected Issue Date

Project Name: The Holson Company Project 1987
Project Description:
acquisition, construction, installation and equipping of facility

for the manufacture and assembly of photo albums and photo greeting cards
Employment as result of project: at least 100 persons

CEILING ALLOCATION REQUIRED REFUNDING INVOLVED PROJECT APPROVED PREVIOUSLY
X Yes ($3,200,000) _ No __Yes (% ) 5(_No __Yes ( i XNo
Amount Amount Date

DOCUMENTS ENCLOSED:
(ALL required for State law approval: Aand C only for ceiling allocation only.)

X Petition (executed original and two copies)
B. X Resolution or ordinance (executed copy)
c. X Inducement Resolution or comparable preliminary approval (executed copy)
Standard Form Investment Letter from bonds purchaser (executed original)

(Purchaser: )

OR X Audited financial statements for three most recent year9
E. Department of Health and Environmental Control certificate IF REQUIRED
F. X Budget and Control Board Resolution and Public Notice (original)
[Plus four copies for certification and return to counsel]
G. X Processing fee
Amount $ 3,000 Check No. 1373
Payor The Holson Company

Bond Counsel: Kennedy Covington Lobdell and Hickman
Typed Name

By: Cij. A y
ture

Sign
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MARCUS T. HICKMAN
CLARENCE W WALKER
-IAMES £ BILL WALKER
HENRYC LOMAX

EDGAR LOVE m
Charles v.tompkins, jr
Glen b hardymon
j.oonne 11 LASSITER
ROSS J. SMYTH

A ZACHARY SMITH ,in
DAVID GRIER MARTIN,JR.
WILLIAM r. DREW. JR
CHARLES O0.0uBOSE
RALEIGH A.SHOEMAKER
JOHN M MURCHISON, JR
STEPHEN M. S.COURTLAND
RICHARO O. STEPHENS
f.fincher jarrell
MAYNARD E TIpPS

WAYNE P HUCKCL
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Kennedy Covington Lohdrli, & lliokman

ATTORNEYS AT LAW
3300 NCNB PLAZA

Charlotte,North Carolina aea«o0-«OBa
TELEPHONE 704/377 6000
TELECOPIER 7Q4/376 8386

RAYMOND E. OWENS, JR
HENRY W. FLINT

DAVID H. JONES

nancy black norelli
JAMES C. HARDIN m -
PETER MCLEAN in

MYLES E STANOISW

KIRAN H MEHTA

MICHAEL S. HAWLEY

R. DOUGLAS HARMON
JAMES P. COONEY m
CAROL NASH NORMAN -«-
BRIAN P. EVANS

AMANDA BRANTLEY ANDERS
JEFFERSON W. BROWN
LYNN OLIVER WCNIOC
GEORGE C.COVINGTON"*
DANIEL L.JOHNSON, JR,
OENNARO LINDSEY TEAGUC
L.CAMPBELL TUCKER HI

November 3, 1987

STATE BUDCEJ t CONTROL BMO)

FRANK H KF.NNFO*
(++3 9?5
HUGH L+10BDEII
1906 i<3«2

W.T COVINGTON, J«
OF COWMt

THOMAS R PAYNE
SPECIAL COUNSEL

90UTMRARK OFFICE

6239 FAIRVItW »O0AD
Charlotte.n Cc 26210-3323
TELEPHONE 704/366 5991

J.NORFLEET PRUOfN,IXJ DEAN A.WARREN TELECOPIER >0 */366 1656

WILLIAM C.LIVINGSTON ALTON D. BAIN

LEE WEST MOVIUS MERRIE C.DORMAN
JOSEPH B C KLUTTZ Walter 0. fisher, jr.
LISA D. HYMAN

ALICE CARMICHAEL RICHEY
CLAUOIA F. MANNING

SOUTH CAROLINA OFFICE

JONATHAN A,BARRETT
EUGENE C. PRIDGEN
STEPHEN K RHYNE
c.allen prichard

the guardian building

ONE LA* PLACE SUITE 301
p O BOX H429

ROCK MILL.S- C 29731 >429

C*Ct*T AS NOTCO.ATYO»HtrS AOtA.TTfO TELEPHONE 603/32? 6171

IN N C ONLV 5
*AOMITTfO scC owg TELECOPIER 603/324 A?37
M C ANO C

Mr. William A. Mclnnis

Secretary, State Budget and Control Board
600 Wade Hampton O ffice Building
Columbia, South Carolina 29211

Re $3,200,000 Cherokee County, South Carolina
Industrial Revenue Bonds (The Holson Company Project)
1987

Dear Bill:

Enclosed are the transmiittal form and documents required
for State Law Approval and ceiling allocation for the above-
referenced bond issuance.

If you have any questions or if we have omitted any neces-
sary items, please give either Hank Flint or me a call at
704/377-6000.

| look forward to working with you on this project.

Yours truly,

Dennard Lindsey ague
For the Firm

DLT/mtp
Ends.

C7855
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Kennedy Covington Loiidkix & Illickma&fN
ATTORNEYS AT LAW ptitc DIMACT L PANTONni RHARn

(Inaklottk, North Carolina a«280-808«

MARCUS T HICK MAIM
CLARINCt W WALKER
JAMES BILL* WALKER
HENRf C LOMAX

EOGAR LOVE m

CHARLES V TOMPKINS, JR
Glen b maroymon

J. DONNELL LASSITER
ROSS J. SMVTH

A ZACHARY SMITH,m
OAVID GRIER MARTIN, JR.
WILLIAM F. DREW, JR.
CHARLES O. OuBOSE
RALEIGH A.SHOEMAKER
JOHN M MURCHISON, JR
STEPHEN M. S.COURTUANO
RICHARD O. STEPHENS

F FINCHER JARRELL
MAYNARO E TIPPS

WAYNE P HUCKEL

J. NORFLEET PRUOEN,HT
WILLIAM C.LIVINGSTON
LEE WEST MOVIUS
JOSEPH B C KLUTTZ
JONATHAN A.BARRETT
EUGENE C. PR»DGEN
STEPHEN k RHYNE
E.ALLEN PRICHARD

TELEPHONE 70+/377 6000
TELECOPIER 70«4/376 3 366

HAVMONO E OWINS, JR
HENRY W FL‘NT

OAVID H. JONES

NANCY BLACK NORELLI
JAMES C.HARDIN 111 *
PETER McIFAN in

MYLES E STANDISH

KIRAN H MEHTA

MICHAEL S. HAWLEY

» DOUGLAS HARMON
JAMES P. COONEY HI
CAROL NASH NORMAN «*
BRIAN P. EVANS

AMANDA BRANTLEY ANDERS
JEFFERSON W. BROWN
lynn Oliver wenige
GEORGE C.COVINGTON'*
DANIEL L.JOHNSON, JR
DENNARD LINDSEY TEAGUE
L.CAMPBELL TUCKER m
DEAN A.WARREN

ALTON D BAiN

MIRRIC cC.DORMAN
WALTER 0. FISHER, JR.

LISA O. WYMAN

ALICE C<RM#CWAEi RiCWt
Claudia f. manning

December 16, 1987

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

EXLEFI AS «OHD ,»KOKH(>» AOM -fto
IN NC ONH
*AOMirrtO IN S CONI»
IN N.C ANO S.C

Mr. William A. Mclnnis,
State Budget and Control

Secretary
Board

Box 12444

Columbia,

Re: $3,200,000

Dear Mr.
Pursuant to Regulation Section 19-102.05,

South Carolina 29211

Industrial

Mclnnis:

Revenue Bonds
Company Project)

FRANK H KENNEDY
1893 1®7S

HUGH | 10BOELL
I90P '987?

W T COVINGTON, JR.
OF COUNSEL

THOMAS R PAYNE
SPEC IAl C txiNiE L

90UTHPARK OFFICE

0739 FAIRVIEW ROAD
Charlotte ,n.c ee?i0-3323
TELEPHONE 704/366 599i
TELECOPIER 704/366-'«56

SOUTH CAROLINA OFFICE

THE GUARDIAN BUILDING
ONE LAW PLACE-SUITE 301
P O BO* "429
ROCK MILL.S C 29731 1429
TELEPHONE 803/327-S171
TELECOPIER 603/324 4737

(The Holson
1987

please find

enclosed a certified copy of the published notice of approval
of the captioned financing by the State Budget and Control
We also wish to advise you that the captioned financing

Board.

closed on December 11,
assistance of your office

1987,

one for Cherokee County and The Holson Company.

HWF:cal

truly vyours,

lenry W.

For the Firm

cc: John W Brooks, Jr.
William E. Whamond

and we certainly appreciate the
in making this financing a successful

G 7856
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STATE BUDGET & CONTROL BOAR®

Tile GAH-NEY LEDGER, INC.

P.O.dox 6701604 Raker Blvd.
Gaffney, S.C. 29342
(803)489-1134

STATE OF SOUTH CAROLINA

County of Cherokee

Personally came oefore me, a Notary Public for State and County aforesaid, Gina Dorman
Poole, Office Manager for The Gaffney Ledger (a newspaper published at Gaffney, South
Carolina) and cn oath says that the above advertisement did appear in said Newspaper, and

that the clipping herewith attached and made a part of this affadavit is a true copy of said
advertisement as t appeared in said Newspaper.

Gina Dorman Poole, Office Mgr., The Gaffney Ledger, Inc.

Sworn to before ne this

_____day of 8/

Notary Public lor South Carolina

G7857
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State Budget and Control Board

Box 12444
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Ihr State of South (Carolina NGV 10 1967
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NOV 10 1987 no. ©O

(Office of the Attnrnqi (fcrnrrai STATE BUDGET A CONTROL BOARD

T TRAVIS MEDLOCK REMBERT | DENNIS BLWEMNG

ATTORNEY GENERAL POST DEI IO BOX UM
COLUMBIA SC Z» Il

rn ephone i ?« vino

November 9, 1987

Mr. William A. Mclnnis

Deputy Executive Director
State budget and Control Board
Columbia, South Carolina 29201

Re: Not Exceeding $5,000,000, Lexington County, South
Carolina, Adjustable Rate Psychiatric Hospital
Refunding Revenue Bonds: Charter Medical -
Columbia, Inc.; Projected Issue Date -

December 2, 1987

Dear Mr. Mclnnis:

Regarding the above-referenced bond, we have reviewed the
Petition and other documents submitted to the State Budget and
Control Board for its approval pursuant to Section(s) 49-7-1590,
et seq., Code of Laws of South Carolina, 1976, as amended, and
tKe~same appear, in our opinion, to be in order.

This opinion addresses only the legal sufficiency of the
documents you have provided for our review. No opinion is
expressed as to any other matters, including whether the Petition
should be approved as a matter of policy.

Sincerely you

David C. Eckstrom
Assistant Attorney General

DCE:tgc

Enclosures
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STATE OF SOUTH CAROLINA ) Charter Rivers Hospital, Inc
COUNTY OF RICHLAND )

I, WILLIAM A. MCcINNTS, SECRETARY to the South Carolina State Budget and
Control Board, DO HEREBY CERTIFY:

That the State Budget and Control Board (the Board) |Is composed of the
following:

His Excellency, Carroll A. Campbell, Jr,, Governor and
Chairman of the Board;

The Honorable Grady L. Patterson, Jr., State Treasurer;
The Honorable Earle E. Morris, Jr., Comptroller General;

The Honorable James M. Waddell, Jr., Vice Chairman of
the Senate Finance Committee; and

The Honorable Robert N. McLellan, Chairman of the House
Wavs and Means Committee.

That due notice of a meeting of the Board, called to be held in Columbia,
South Carolina, at 10 a.m. on Tuesday, October 27, 1987, was given to all
members in writing, and at least four (A) days prior to the meeting; that all
members of the Board were present at the meeting, with the exception of
Senator Dennis, who was represented bv Senate Finance Committee Vice Chairman
James M. Waddell, Jr. (absent during consideration of this item).

That at the meeting,, a Resolution, of which the attached s etrue,
correct and verbatim copy, vat? introduced by Mr. Morris, who moved its
adoption; the motion was seconded by Mr. McLellan, and wupon the vote being
taken and recorded it appeared that the following votes were cast:

FOR MOTION AGAINST MOTION

That the Chairman thereupon declared the Resolution unanimously adopted
and the original thereof has been dulv entered in the permanent records of
minutes of meetings of the Board in mv custody as its Secretary.

December 17, 1987

C78Sl
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STATE OF SOUTH CAROLINA ) Charter Rivers Hospital, Inc.
STATE BUDGET & CONTROL 80ARO
COUNTY OF RTCHLAND )

I, WILLTAM A. McINNIS, SECRETARY to the South Carolina State Rudget and
Control Board, DO HEREBY CERTIFY:

That the State Budget and Control Board (the Board) Is composed of the
following:

His Excellency, Carroll A. Campbell, Jr., Governor and
Chairman of the Board;

The Honorable Grady L. Patterson, Jr., State Treasurer;
The Honorable Farle E. Morris, Jr., Comptroller General;

The Honorable Rembert C. Dennis, Chairman of the Senate
Finance Committee; and

The Honorable Robert N. Mclellan, Chairman of the House
Ways and Means Committee.

That due notice of a meeting of the Board, called to be held in Columbia,
South Carolina, at 10 a.m. on Tuesday, October 27, 1987, was giveu to all
members in writing, and at least four (A) days prior to the meeting; that all
members of the Board were present at the meeting, with the exception of
Senator Dennis, who was represented by Senate Finance Committee Vice Chairman
James M. Waddell, Jr. (absent during consideration of this item).

That at the meeting, a Resolution, of which the attached is a true,
correct and verbatim copy, was introduced by Mr. Morris, who moved its
adoption; the motion was seconded by Mr. McLellan, and upon the vote Dbeing
taken and recorded it appeared that the following votes were cast:

FOR MOTION AGAINST MOTION
4 0
That the Chairman thereupon declared the Resolution unanimously adopted

and the original thereof has been duly entered in the permanent records of
minutes of meetings of the Board in my custody as its Secretary.

November 18, 1987

078
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RESOLUTION

STATE BUDGET AND CONTROL 30ARD OF SOUTH CAROLINA

WHEREAS, heretofore the County Council (the "County
Board") of Lexington County, South Carolina (the "County")
did, pursuant to Title 44, Chapter 7, Article 11, Code of
Laws of South Carolina, 1976, as amended (the "Act"),
petition the State Budget and Control Board of South Carolina
(the "State Board") seeking the approval of the State Board
to an undertaking by the County Board pursuant to the Act; and

WHEREAS, the proposed undertaking consists of the
financing of the cost of refunding the County's Psychiatric
Hospital Revenue Bonds (Charter Medical-Columbia, Inc.
Project) Series A, previously issued to finance the
acquisition, construction and equipping by Charter Rivers
Hospital, Inc., formerly known as Charter Medical-Columbia,
Inc., a South Carolina corporation (the "Hospital Agency") of
an 80-bed freestanding psychiatric hospital facility, includ-
ing the site thereof and certain furnishings and equipment
(collectively, the "Project"); the County Board proposes to
finance the costs incurred in the refunding of the Project by
the issuance of bonds pursuant to the Act, and to loan the
proceeds of the sale of the bonds to the Hospital Agency
pursuant to a Loan Agreement to be entered into by and

between the County and the Hospital Agency; and

6450N
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WHEREAS, the Loan Agreement will provide for payment of
loan payments by the Hospital Agency in amounts sufficient to
provide for the payment of the bonds of the County hereafter
referred to, and costs and expenses resulting from the
issuance thereof; and

WHEREAS, the South Carolina Department of Health and
Environmental Control (the "Department”) previously approved
the acquisition, construction and equipping of the Project
through the issuance of a Certificate of Need dated
November 10, 1981, with respect to the Project; and

WHEREAS, the County pursuant to 844-7-1560 of the Act is
authorized to refund any bonds issued under the Act and
outstanding, including the Prior Bonds; and

WHEREAS, in order to finance the refunding of the
Project, the County Board proposes to provide for an issue
not to exceed $5,000,000 aggregate principal amount of
Lexington County, South Carolina Adjustable Rate Refunding
Revenue Bonds (Charter Rivers Hospital, Inc. Project) Series
1987, pursuant to the Act; payable from the loan payments
derived from the Loan Agreement and additionally secured by a
Trust Indenture between the County and the Trustee under the
Trust Indenture; and

NOW, THEREFORE, BE IT RESOLVED BY THE STATE BUDGET AND
CONTROL BOARD IN MEETING DULY ASSEMBLED:

1. It has been found and determined by the State Board:

6450N 078S1



(a) That the statement of facts set forth in the
recitals to this Resolution are in all respects true and
correct.

(b) That the County Board has filed a proper petition
to the State Board establishing a reasonable estimate of the
cost of refunding the Project, a general summary of the terms
and conditions of the Loan Agreement and the Trust Indenture
to be made by the County Board and a statement setting forth
the action taken previously by the Department in connection
with the Project.

(c) That the Project and its refunding is intended to
promote the purposes of the Act and is reasonably anticipated
to effect such results.

(d) That the proposed refunding of the Project is
economically feasible.

2. On the basis of the foregoing findings the proposed
undertaking of the County Board to finance the cost of
refunding the Project by the Health Agency and to loan the
proceeds of the sale of its revenue bonds to the Hospital
Agency and to finance the cost of refunding the Project,
including the repayment of funds advanced and loans incurred
by the Hospital Agency for that purpose, through the issuance
of an aggregate principal amount not to exceed $5,000,000 of
Lexington County, South Carolina Adjustable Rate Refunding

Revenue Bonds (Charter Rivers Hospital, Inc. Project) Series

6450N
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1987, payable from the revenues to be derived from the loan
payments paid by the Hospital Agency pursuant to the Loan
Agreement, and additionally secured by the said Trust
Indenture, all pursuant to the Act (including changes in any
details of the said financing as finally consummated which do
not materially affect the said undertaking), be and the same
is hereby approved.

3. Notice of the action taken by the State Board in
giving approval to the undertaking of the County above
described in paragraph 2, supra, shall be published in The
State, a newspaper having general circulation in the County.

4. That notice to be published shall be in form

substantially as set forth as EXHIBIT "A" of this Resolution.

6450N
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EXHIBIT JA"
NOTICE PURSUANT TO TITLE 44, CHAPTER 7,
ARTICLE 11, CODE OF LAWS OF SOUTH CAROLINA,
1976, AS AMENDED, WITH RESPECT TO THE APPROVAL
OF THE STATE BUDGET AND CONTROL BOARD OF SOUTH
CAROLINA OF THE ISSUANCE BY LEXINGTON COUNTY,
SOUTH CAROLINA OF ADJUSTABLE RATE REFUNDING
REVENUE BONDS (CHARTER RIVERS HOSPITAL, INC.
PROJECT) SERIES 1987

Notice is hereby given that following the filing of a
Petition by the County Council (the "County Board") of
Lexington County, South Carolina (the "County"), to the State
Budget and Control Board of South Carolina (the "State
Board"), approval has been given by the State Board to the
following undertaking (including changes in any details of
the said financing as finally consummated which do not
m aterially affect the said undertaking):

The financing by the County of the cost of refunding the
County's Psychiatric Hospital Revenue Bonds (Charter
Medical-Columbia, Inc. Project) Series A (the "Prior Bonds")
previously issued to finance the acquisition, construction
and equipping by Charter Rivers Hospital, Inc., formerly
known as Charter Medical-Columbia, Inc., a South Carolina
corporation (the "Hospital Agency"), of an 80-bed free-
standing psychiatric hospital facility (the "Project ), which
constitutes a hospital facility as defined in Title 44,
Chapter 7, Article 11, Code of Laws of South Carolina, 1976,

as amended (the "Act"). To finance the costs incurred by the

Hospital Agency in refunding the Prior Bonds, the County

6450N
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Board will issue an aggregate principal amount not to exceed
$5,000,000 of Lexington County, South Carolina Adjustable
Rate Refunding Revenue Bonds (Charter Rivers Hospital, Inc.
Project) Series 1987 (the "Bonds"), pursuant to the Act. The
County Board has determined, pursuant to Section 44-7-1480 of
the Act, to loan the proceeds of the sale of the Bonds to the
Hospital Agency pursuant to the provisions of a Loan
Agreement and the Bonds will be payable by the County solely
from the loan payments to be paid by the Hospital Agency to
the County. The Bonds will be additionally secured by a
Trust Indenture.

The County is authorized pursuant to 844-7-1560 of the
Act to refund any bonds issued and outstanding at any time
including the Prior Bonds.

The County 3aord has heretofore found, pursuant to
Section 44-7-1480 of the Act:

(a) there is a need for the Project in the area in
which the Project is located;

(b) the Hospital Agency is financially responsible
and capable of fulfilling its obligations under a loan
agreement with the County (the "Loan Agreement"),
including the obligations to make the payments required
thereunder, to operate, repair and maintain at its own
expense the Project and to discharge such other

responsibilities as may be imposed under the Loan

Agreement;

A2 C78S8
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(c) adequate provision shall be made for the
payment of the principal of and the interest on the
Bonds and any necessary reserves therefor and for the
operation, repair and maintenance of the Project; and

(d) the public facilities, including utilities and
public services necessary for health facilities, have
been made available.

The South Carolina Department of Health and Environ-
mental Control has previously, pursuant to Section 14-7-1490
of the Act, approved the acquisition, construction and
equipping of the Project through the issuance of a
Certificate of Need dated November 10, 1981, with respect to
the Project.

Notice is further given that any interested party may at
any time within twenty (20) days after the date of
publication of this Notice, but not afterwards, challenge the
validity of the action of the State Board, the County Board
and the Department of Health and Environmental Control in
approving the undertaking of the County Board by action de
novo instituted in the Court of Common Pleas for Lexington
County.

PUBLICATION DATE: November , 1987.

THE STATE BUDGET AND CONTROL
BOARD

By

Secretary

A-3
6450N G78S9
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RESOLUTION STATE BUDGET & CONTROL BOARD

BUDGET AND CONTROL BOARD QF SOUTH CAROLINA

WHERSAS, heretofore the County Council (the "County
Board") of hexington County, South Carolina (the "County")
did, pursuant\o Title 44, Chapter 7, Article 11, Code of
Laws of South Carolina, 1976, as amended (the "Act"),
petition the StateXBudget and Control Board of South Carolina
(the "State Board") seeking the approval of the State Board
to an undertaking by tnk County Board pursuant to the Act; and

WHEREAS, the propose”undertaking consists of the
financing of the cost of refunding the County’s Psychiatric
Hospital Revenue Bonds (Chartet Medical-Columbia, Inc.
Project) Series A, previously issued to finance the
acquisition, construction and equipping by b e tter-

ifk*. , a South Carolina corporation (the
Hospital Agency") of an 80-bed freestanding psychiatric
hospital facility, including the site thereof and certain
furnishings and equipment (collectively, the roject"); the
County Board proposes to finance the costs incurted in the
refunding of the Project by the issuance of bonds pursuant to
the Act, and to loan the proceeds of the sale of the bonds to
the Hospital Agency pursuant to a Loan Agreement to be

entered into by and between the County and the Hospital

Agency; and

6450N
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. . STATE BUDGET & CONTROL BOARO
WHEREAS, the Loan Agreement will provide for payment of

loan payments by the Hospital Agency in amounts sufficient to
provide for the payment of the bonds of the County hereafter
referred to, and costs and expenses resulting from the
issuance thereof; and

WHEREAS, the South Carolina Department of Health and
Environmental Control (the "Department”) previously approved
the acquisition, construction and equipping of the Project
through the issuance of a Certificate of Need dated
November 10, 1981, with respect to the Project; and

WHEREAS, the County pursuant to 844-7-1560 of the Act is
authorized to refund any bonds issued under the Act and
outstanding, including the Prior Bonds; and

WHEREAS, in order to finance the refunding of the
Project, the County Board proposes to provide for an issue
not to exceed $5,000,000 aggregate principal amount of
Lexington County, South Carolina Adjustable Rate Psychiatric
Hospital Refunding Revenue Bonds (Charter Medical-Columbia,
Inc. Project) Series 1987, pursuant to the Act; payable from
the loan payments derived from the Loan Agreement and
additionally secured by a Trust Indenture between the County
and the Trustee under the Trust Indenture; and

NOW, THEREFORE, BE IT RESOLVED BY THE STATE BUDGET AND
CONTROL BOARD IN MEETING DULY ASSEMBLED:

1. It has been found and determined by the State Board:

6450N
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(a) That the statement of facts set forth in the
recitals to this Resolution are in all respects true and "
correct.

(b) That the County Board has filed a proper petition
to the State Board establishing a reasonable estimate of the
cost of refunding the Project, a general summary of the terms
and conditions of the Loan Agreement and the Trust Indenture
to be made by the County Board and a statement setting forth
the action taken previously by the Department in connection
with the Project.

(c) That the Project and its refunding is intended to
promote the purposes of the Act and is reasonably anticipated
to effect such results.

(d) That the proposed refunding of the Project is
economically feasible.

2. On the basis of the foregoing findings the proposed
undertaking of the County Board to finance the cost of
refunding the Project by the Health Agency and to loan the
proceeds of the sale of its revenue bonds to the Hospital
Agency and to finance the cost of refunding the Project,
including the repayment of funds advanced and loans incurred
by the Hospital Agency for that purpose, through the issuance
of an aggregate principal amount not to exceed $5,000,000 of
Lexington County, South Carolina Adjustable Rate Psychiatric

Hospital Refunding Revenue Bonds (Charter Medical-Columbia,

6450N
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Inc. Project) Series 1987, payable from the revenues to be co
derived from the loan payments paid by the Hospital Agency
pursuant to the Loan Agreement, and additionally secured by

the said Trust Indenture, all pursuant to the Act (including X
changes in any details of the said financing as finally W
consummated which do not materially affect the said

undertaking), be and the same is hereby approved.

3. Notice of the action taken by the State Board in
giving approval to the undertaking of the County above
described in paragraph 2, supra, shall be published in The
State. a newspaper having general circulation in the County.

4. That notice to be published shall be in form

substantially as set forth as EXHIBIT "A" of this Resolution

6450N
07873

STATE BHOGET & CONTROL BOARD



exhibit
NOV 1O W 7 no. 6

EXHIBIT -a" STATE BUDGET & CONTROL BOARD
NOTICE PURSUANT TO TITLE 44, CHAPTER 7,
ARTICLE 11, CODE OF LAWS OF SOUTH CAROLINA,
1976, AS AMENDED, WITH RESPECT TO THE APPROVAL
OF THE STATE BUDGET AND CONTROL BOARD OF SOUTH
CAROLINA OF THE ISSUANCE BY LEXINGTON COUNTY,
SOUTH CAROLINA OF ADJUSTABLE RATE PSYCHIATRIC
HOSPITAL REFUNDING REVENUE BONDS (CHARTER
MEDICAL-COLUMBIA, INC. PROJECT) SERIES 1987

Notice is hereby given that following the filing of a
Petition by the County Council (the "County Board") of
Lexington County, South Carolina (the "County"), to the State
Budget and Control Board of South Carolina (the "State
Board"), approval has been given by the State Board to the
following undertaking (including changes in any details of
the said financing as finally consummated which do not
m aterially affect the said undertaking):

The financing by the County of the cost of refunding the
County's Psychiatric Hospital Revenue Bonds (Charter
Medical-Columbia, Inc. Project) Series A (the "Prior Bonds")
previously issued to finance the acquisition, construction
and equipping by Charter Medical-Columbia, Inc., a South
Carolina corporation (the "Hospital Agency"), of an 80-bed
free-standing psychiatric hospital facility (the "Project"),
which constitutes a hospital facility as defined in Title 44,
Chapter 7, Article 11, Code of Laws of South Carolina, 1976,
as amended (the "Act"). To finance the costs incurred by the

Hospital Agency in refunding the Prior Bonds, the County

Board will issue an aggregate principal amount not to exceed
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$5,000,000 of Lexington County, South Carolina Adjustable
Rate Psychiatric Hospital Refunding Revenue Bonds (Charter
Medical-Columbia, Inc. Project) Series 1987 (the "Bonds"),
pursuant to the Act. The County Board has determined,
pursuant to Section 44-7-1480 of the Act, to loan the
proceeds of the sale of the Bonds to the Hospital Agency
pursuant to the provisions of a Loan Agreement and the Bonds
will be payable by the County solely from the loan payments
to be paid by the Hospital Agency to the County. The Bonds
will be additionally secured by a Trust Indenture.
The County is authorized pursuant to 844-7-1560 of the
Act to refund any bonds issued and outstanding at any time
including the Prior Bonds.
The County Baord has heretofore found, pursuant to
Section 44-7-1480 of the Act:

(a) there is a need for the Project in the area in
which the Project is located;

(b) the Hospital Agency is financially responsible
and capable of fulfilling its obligations under a loan
agreement with the County (the "Loan Agreement"),
including the obligations to make the payments required
thereunder, to operate, repair and maintain at its own
expense the Project and to discharge such other

responsibilities as may be imposed under the Loan

Agreement;

A-2
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(c) adequate provision shall be made for the

payment of the principal of and the interest on the

Bonds and any necessary reserves therefor and for the

operation, repair and maintenance of the Project; and

(d) the public facilities, including utilities and
public services necessary for health facilities, have
been made available.

The South Carolina Department of Health and Environ-
mental Control has previously, pursuant to Section 14-7-1490
of the Act, approved the acquisition, construction and
equipping of the Project through the issuance of a
Certificate of Need dated November 10, 1981, with respect to
the Project.

Notice is further given that any interested party may at
any time within twenty (20) days after the date of
publication of this Notice, but not afterwards, challenge the
validity of the action of the State Board, the County Board
and the Department of Health and Environmental Control in
approving the undertaking of the County Board by action de
novo instituted in the Court of Common Pleas for Lexington
County.

PUBLICATION DATE: November , 1987.

THE STATE BUDGET AND CONTROL
BOARD

By

Secretary

A-3 G7876
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OFFICE OF THE STATE AUDITOR
P O BOX 11333
COLUMBIA S C
EDGAR A VAUGHN JR CPA 29211
STATE AUOITOR (SO3| 734 1727

November 16, 1987

Mr. William A. Mclnnis
Deputy Executive Director

State Budget and Control Board
Post Office Box 12444
Columbia, South Carolina 29211

NOV 1 8 ws7
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MARGARET C STILWELL CPA
DEPUTY STATE AUOITOR

RE: Adjustable Rate Psychiatric Hospital Refunding Revenue Bonds -

Lexington County - $5,000,000 (Charter Rivers Hospital,

Dear Mr. Mclnnis:

The proposed bond issue is

Inc.)

intended to provide funds for the refunding of

approximately $4,900,000 of bonds issued to finance the Charter Rivers

Hospital project.

Charter Rivers Hospital
operated by Charter Medical Corporation.
Delaware corporation)
B common stock is
Stock Exchange. The Company files annual
the U.S. Securities and Exchange Commission.

Charter Medical

is an 80-bed psychiatric hospital owned and
Corporation (a

is a publicly owned corporation whose Class A and Class
listed on the American Stock Exchange and on the Pacific
information reports (Form 10-K) with

The Company’s independent auditors are Arthur Andersen & Co., Atlanta,
Georgia, who issued unqualified opinions on the consolidated financial

statements of the corporation and its subsidiaries
September 30, 1983 through 1986.
for the years 1983 through 1986.

Based upon our review of the aforementioned financial

for the years ended
We reviewed the audited financial statements

statements, the

financial position and results of operations of the Charter Medical

Corporation appear adequate to support the existing debt;

no reason to disapprove the proposed refunding bond issue.

Rosa B. Hughes,
Audit Manager

RBH/dc

STATE BUDGET A CONTROL BOARD

EARLE E MORRIS JR
comptroller general
REMBERT C DENNIS

CARROLL A CAMPBCLi JR CHAIRMAN
GOVERNOR
GRAD’ L PATTERSON JR
STATE TREASURER

CHAIRMAN
SENATE FINANCE COMMITTEE

consequently, we see

CPA
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ROBERT N MclEITAN
CHAIRMAN
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803-799-9800

November 9, 1987

(HAND DELIVERY)
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STATE BUDGET & CONTROL BOARD

MILTON MEAD iSUANO office
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RQRE AVENUE
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tiTON MEAD ISLAND. S.C 39936
BO3-7BS-BI6B

MILTON MEAD ISIANO OFFICE
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803 785-3S2S

waSminOTQN OFFICE
SUITE AOO
MADISON OFFICE BUILDING
HBS IS'" STREET, N.W.
WASHINGTON. D C. 30005
303-659 3900

Mr. William A. Mclnnis

Executive Director

STATE BUDGET AND CONTROL BOARD
Wade Hampton Building - 6th Floor
Columbia, South Carolina 29211

Re: Charter Rivers Hospital, Inc.
Dear Bill:
As we discussed over the telephone today, we are acting

as special local counsel in connection with the revenue bonds
being issued by Lexington County on behalf of Charter Rivers

Hospital, Inc. The company advised us today that the
documentation forwarded to the Board for agenda purposes
reflects the prior name of the company. Accordingly,

enclosed please find a blacklined copy for your records and
five (5) execution copies of the Resolution proposed for
adoption by the Budget and Control Board.

Thank you for your cooperation.

Sincerely,

Y1 C. Lucas

ACL:csb
Enclosures
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RESOLUTIONAMATE BUDGET & CONTROL BOARD
STATE BUDGET AND CONTROL BOARD OF SOUTH CAROLINA

WHEREAS, heretofore the County Council (the "County
Board") of Lexington County, South Carolina (the "County")
did, pursuant to Title 44, Chapter 7, Article 11, Code of
Laws of South Carolina, 1976, as amended (the "Act"),
petition the State Budget and Control 3oard of South Carolina
(the "State Board") seeking the approval of the State Board
to an undertaking by the County Board pursuant to the Act; and

WHEREAS, the proposed undertaking consists of the
financing of the cost of refunding the County s Psychiatric
Hospital Revenue Bonds (Charter Medical-Columbia, Inc.
Project) Series A, previously issued to finance the
acquisition, construction and equipping by CharterARive: u
Hosoitai, Inc., formerly known as Charter Medical-Columbia®
Inc., a South Carolina corporation (the "Hospital Agency") of
an 80-bed freestanding psychiatric hospital facility, includ-
ing the site thereof and certain furnishings and equipment
(collectively, the "Project"); the County Board proposes to
finance the costs incurred in the refunding of the Project by
the issuance of bonds pursuant to the Act, and to loan the
proceeds of the sale of the bonds to the Hospital Agency
pursuant to a Loan Agreement to be entered into by and

between the County and the Hospital Agency; and

6450N
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WHEREAS, the Loan Agreement will provide for payment of
loan payments by the Hospital Agency in amounts sufficient toq)
provide for the payment of the bonds of the County hereafter
referred to, and costs and expenses resulting from the
issuance thereof; and w

WHEREAS, the South Carolina Department of Health and
Environmental Control (the "Department™) previously approved
the acquisition, construction and equipping of the Project
through the issuance of a Certificate of Need dated
November 10, 1981, with respect to the Project; and

WHEREAS, the County pursuant to 844-7-1560 of the Act is
authorized to refund any bonds issued under the Act and
outstanding, including the Prior Bonds; and

WHEREAS, in order to finance the refunding of the
Project, the County Board proposes to provide for an issue
not to exceed $5,000,000 aggregate principal amount of
Lexington County, South Carolina Adjustable RateARefunding
Revenue Bonds (CharterARivers Hospital, Inc. Project) Series
1987, pursuant to the Act; payable from the loan payments
derived from the Loan Agreement and additionally secured by a
Trust Indenture between the County and the Trustee under the
Trust Indenture; and

NOW, THEREFORE, BE IT RESOLVED BY THE STATE BUDGET AND
CONTROL BOARD IN MEETING DULY ASSEMBLED:

1. It has been found and determined by the State Board:

O450N 078S0
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(a) That the statement of facts set forth in the
recitals to this Resolution are in all respects true and
correct.

(b) That the County Board has filed a proper petition
to the State Board establishing a reasonable estimate of th
cost of refunding the Project, a general summary of the terms
and conditions of the Loan Agreement and the Trust Indenture
to be made by the County Board and a statement setting forth
the action taken previously by the Department in connection
with the Project.

(c) That the Project and its refunding is intended to
promote the purposes of the Act and is reasonably anticipated
to effect such results.

(d) That the proposed refunding of the Project is
economically feasible.

2. On the basis of the foregoing findings the proposed
undertaking of the County Board to finance the cost of
refunding the Project by the Health Agency and to loan the
proceeds of the sale of its revenue bonds to the Hospital
Agency and to finance the cost of refunding the Project,
including the repayment of funds advanced and loans incurred
by the Hospital Agency for that purpose, through the issuance
of an aggregate principal amount not to exceed $5,000,000 of
Lexington County, South Carolina Adjustable Rate/*Refunding

Revenue Bonds (CharteriRivers Hospital, Inc. Project) Series

6450N
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from the loan
to the Loan
Agreement, and additionally secured by the said Trust
Indenture, all pursuant to the Act (including changes in any X
details of the said financing as finally consummated which do rq
not materially affect the said undertaking), be and the same
is hereby approved.
3. Notice of the action taken by the State Board in
giving approval to the undertaking of the County above
described in paragraph 2, supra, shall be published in The
State, a newspaper having general circulation in the County.
4. That notice to be published shall be in form
substantially as set forth as EXHIBIT “A" of this Resolution.

6450N
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EXHIBIT "A"
NOTICE PURSUANT TO TITLE 44, CHAPTER 7,
ARTICLE 11, CODE OE LAWS OF SOUTH CAROLINA,
1976, AS AMENDED, WITH RESPECT TO THE APPROVAL
OF THE STATE BUDGET AND CONTROL BOARD OF SOUTH
CAROLINA OF THE ISSUANCE BY LEXINGTON COUNTY,
SOUTH CAROLINA OE ADJUSTABLE RATEAREFUNDING
REVENUE BONDS (CHARTERHUS?HAL, INC.
PROJECT) SERIES 1987

Notice is hereby given that following the filing of a
Petition by the County Council (the "County Board") of
Lexington County, South Carolina (the "County'), to the State
Budget and Control Board of South Carolina (the "State
Board"), approval has been given by the State Board to the
following undertaking (including changes in any details of
the said financing as finally consummated whch do not
m aterially affect the said undertaking):

The financing by the County of the cost of refund:ng the
County's Psychiatric Hospital Revenue Bonds (Charter
Medical-Columbia, Inc. Project) Series A (the "Prior Bonds")
previously issued to finance the acquisition, construction
and equipping by Charte? ARivers. Hospital , Inc., XgEmails
known as Charter Medical Columbia, Inc., a South Carolina
corporation (the "Hospital Agency"”), of an 80 bed free
standing psychiatric hospital facility (the Project"), which
constitutes a hospital facility as defined in Title 44,
Chapter 7, Article 11, Code of Laws of South Carolina, 1976,

as amended (the "Act"). To finance the costs incurred by the

Hospital Agency in refunding the Prior Bonds, the County

6450N
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Board will issue an aggregate principal amount not to exceed
$5,000,000 of Lexington County, South Carolina Adjustable
Rate Refunding Revenue Bonds (Charter ARivers Hospital,. Inc.
Project) Series 1987 (the "Bonds"), pursuant to the Act. The
County Board has determined, pursuant to Section 44-7-1480 of
the Act, to loan the proceeds of the sale of the Bonds to the
Hospital Agency pursuant to the provisions of a Loan
Agreement and the Bonds will be payable by the County solely
from the loan payments to be paid by the Hospital Agency to
the County. The Bonds will be additionally secured by a
Trust Indenture.

The County is authorized pursuant to 844-7-1560 of the
Act to refund any bonds issued and outstanding at any time
including the Prior Bonds.

The County Baord has heretofore found, pursuant to
Section 44-7-1480 of the Act:

(a) there is a need for the Project in the area in
which the Project is located;

(b) the Hospital Agency is financially responsible
and capable of fulfilling its obligations under a loan
agreement with the County (the "Loan Agreement"),
including the obligations to make the payments required
thereunder, to operate, repair and maintain at its own
expense the Project and to discharge such other
responsibilities as may be imposed under the Loan

Agreement;
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(c) adequate provision shall be made for the

no.

payment of the principal of and the interest on the
Bonds and any necessary reserves therefor and for the
operation, repair and maintenance of the Project; and

(d) the public facilities, including utilities and

EXHIBIT

NOV 10 1987

public services necessary for health facilities, have

been made available.

The South Carolina Department of Health and Environ-
mental Control has previously, pursuant to Section 14 7-1490
of the Act, approved the acquisition, construction and
equipping of the Project through the issuance of a
Certificate of Need dated November 10, 1981, with respect to
the Project.

Notice is further given that any interested party may at
any time within twenty (20) days after the date of
publication of this Notice, but not afterwards, challenge the
validity of the action of the State Board, the County Board
and the Department of Health and Environmental Control in
approving the undertaking of the County Board by action de

novo instituted in the Court of Common Pleas for Lexington

County.
PUBLICATION DATE: November , 1987.
THE STATE BUDGET AND CONTROL
BOARD
B
Y Secretary
A-3
6450N

G 7885



EXHIBIT

NOV 1 0 1987 nol 6

STATE OF SOUTH CAROLINA )
; STATE BUDGET & CONTROL BOARD

COUNTY OF LEXINGTON

TO THE STATE BUDGET AND CONTROL )
BOARD OF SOUTH CAROLINA ) PETI TI1 Q&N

The Petition of the County Council (the ”County Board”)
of Lexington County, South Carolina (the "County”), pursuant
to Title 44, Chapter 7, Article 11 Code of Laws of South
Carolina, 1976, as amended, respectfully shows:

1. The County Council is the governing body of
Lexington County as established under Section 4-9-10, Code of
Laws of South Carolina, 1976, as amended and as such it is
the "County Board” referred to in the Act.

2. The Act authorizes and empowers the County Board,
if it shall comply with the provisions set forth in the Act,
to issue bonds under the Act, to enter into loan agreements
with any hospital agency or public agency, prescribing the
payments to be made by the hospital agency or public agency
to the County Board or its assignee to meet the payments that
shall become due on bonds, and to refund at any time any
bonds issued pursuant to the Act and outstanding.

3. The County Board has agreed with Charter
Medical-Columbia, Inc., a South Carolina corporation (the
"Hospital Agency"), that the County Board will undertake to

finance the cost of refunding the County’s prior bonds

6415N
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previously issued to finance the acquisition, construction

and equipping of an 80-bed freestanding psychiatric hospital
facility (the land, buildings, furnishings and equipment
comprising the psychiatric hospital facility is herein
referred to as the "Project”) located in the City of West
Columbia, Lexington County, South Carolina including the
repayment of funds advanced and loans incurred by the
Hospital Agency for that purpose through the issuance of
Psychiatric Hospital Revenue Bonds pursuant to the Act.

4. The County Board is advised by the Hospital Agency
that the cost of refunding the Prior Bonds is not to exceed
Five Million Dollars ($5,000,000) and that, therefore, in
order to finance the cost of refunding the Prior Bonds, it
will be necessary that the County Board issue up to Five
Million Dollars ($5,000,000) of Lexington County, South
Carolina Adjustable Rate Psychiatric Hospital Refunding
Revenue Bonds (Charter Medical-Columbia, Inc. Project) Series
1987 (the "Bonds") to refund the County’s Psychiatric
Hospital Revenue Bonds, Series A (Charter Medical-Columbia,
Inc. Project) (the "Prior Bonds").

5. For the reasons set forth above and hereafter
disclosed, the County Board has found:

(a) there is a need for the Project in the area in

which the Project is located and it is financially

6415N
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advantageous to refund the Prior Bonds issued for

aforesaid Project;

(b) the Hospital Agency is financially responsible
and capable of fulfilling its obligations under a loan
agreement with the County (the "Loan Agreement"),
including the obligations to make the payments required
thereunder, to operate, repair and maintain at its own
expense the Project and to discharge such other
responsibilities as may be imposed under the Loan
Agreement;

(c) adequate provision shall be made for the
payment of the principal of and the interest on the
Bonds and any necessary reserve therefor and for the
operation, repair and maintenance of the Project; and

(d) the public facilities, including utilities and
public services necessary for health facilities, have
been made available.

6. Pursuant to Section 44-7-1590 of the Act, the
County Board sets forth the following information:

(a) the Project consists of an 80-bed freestanding
psychiatric hospital, including the site thereof and
certain furnishings and equipment which are necessary

for, and part of, a psychiatric hospital facility;
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(b) the South Carolina Department of Health and

Environmental Control approved the acquisition,
construction and equipping of the Project through the
issuance of a Certificate of Need dated November 10,
1981, with respect to the Project; and

(c) the cost of the Project was approximately Five
M illion Thirty-five Thousand Dollars ($5,035,000),
including the acquisition of certain land in West
Columbia, Lexington County, South Carolina, the
construction of the psychiatric hospital facilities
thereon and the installation of certain furnishings and
equipment therein, and all financing costs and all other
expenses incurred in connection therewith.

7. The proposed Loan Agreement will provide, among
other things, the following:

(a) To finance the cost of refunding the Prior
Bonds, the County will issue Bonds in an amount not to
exceed Five Million Dollars ($5,000,000). AIll Bonds
will be secured by a pledge of the loan payments to be
paid by the Hospital Agency and will be further secured
by a Trust Indenture as authorized by Section 44-7-1460
of the Act. Payment of the principal, redemption
premium, if any, and interest on the Bonds will be
unconditionally guaranteed by Charter Medical

Corporation (the "Guarantor"), a Delaware corporation,
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pursuant to a Guaranty Agreement to be entered into by

and between the Guarantor and the Trustee under the

Trust Indenture.

(b) The proceeds derived from the sale of the
Bonds will be deposited with the Trustee and will be
applied for the payment of costs incident to the
refunding of the Prior Bonds and the issuance of the
Bonds.

(c) The Loan Agreement contains no provision
imposing any pecuniary liability upon the County or
which would create a charge upon its general credit or
taxing power.

8. The proposed Trust Indenture is in conventional
form. Included in the granting clause of the Indenture will
be:

(a) The right, title and interest of the County in
the Loan Agreement.

(b) AIl revenues derived by the County under the
Loan Agreement, except those payments to be made by way
of indemnification.

The Indenture makes provision for the issuance of Five
Million Dollars ($5,000,000) of Bonds to be secured
thereunder. It provides for the payment and redemption of
the Bonds, the establishment of a Bond Fund into which the

proceeds of the loan payments payable by the Hospital Agency

6415N
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are placed, and the use of said fund for the payment of the

Bonds. It imposes upon the Hospital Agency the obligation to
pay, in addition to the moneys required for the payment of
the principal and interest on the Bonds, all other costs and
expenses resulting from the execution and delivery of the
Indenture and the issuance of the Bonds pursuant thereto.

9. The Hospital Agency along with the Guarantor, will
enter into a letter of credit agreement with The M itsubishi
Bank, Limited (the “Credit Agreement”) to provide for a
letter of credit to secure the payment of principal and
interest of the Bonds.

10. The proposed Loan Agreement, Trust Indenture and
Guaranty Agreement of the Guarantor will be in the form
heretofore used in the issuance of Revenue Bonds pursuant to
the Act.

11. In compliance with the provisions of Section
103(n)(12) of the Internal Revenue Code of 1954, as amended,
the undersigned hereby certifies, under penalty of perjury,
that this Petition of the County to the State Board for an
allocation of the South Carolina State Ceiling was not made
in consideration of any bribe, gift, gratuity or direct or
indirect contribution to any political campaign.

Upon the basis of the foregoing, the County Board

respectfully prays:

6415N
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That the State Budget and Control Board accept the

filing of this Petition and that, as soon as practicable,
make its independent investigation of the terms and
provisions of the Loan Agreement, Trust Indenture and
Guaranty Agreement of the Guarantor, as it deems advisable,
and that thereafter, the said State Board make a finding that
refunding the Prior Bonds will promote the purposes of the
Act and that it is reasonably anticipated to effect such
result, and that the proposed refunding is economically
feasible, and on the basis of such finding, that it does
approve the refunding, including changes in any details of
the said financing as finally consummated which do not

m aterially affect the said undertaking, and give published
notice of its approval in the manner set forth in Section

44-7-1590 of the Act.

Dated: October 26 , 1987 Respectfully submitted,
LEXINGTON COUNTY, SOUTH CAROLINA

By
Chairman, County Counci
Lexihgton County, South
Carolina

(SEAL)
A ttest:

Lexington County,
South Carolina
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A RESOLUTION

AUTHORIZING LEXINGTON COUNTY, SOUTH CAROLINA TO PROCEED
WITH THE ISSUANCE OF ITS ADJUSTABLE RATE PSYCHIATRIC HOSPITAL
REFUNDING REVENUE BONDS (CHARTER MEDICAL-COLUMBIA, INC.
PROJECT) SERIES 1987 IN A PRINCIPAL AMOUNT NOT TO EXCEED
$5,000,000; AND AUTHORIZING THE PETITION TO THE STATE BUDGET
AND CONTROL BOARD OF SOUTH CAROLINA FOR ITS APPROVAL OF SUCH
UNDERTAKING PURSUANT TO SECTION 44-7-1590 OF THE CODE OF LAWS
OF SOUTH CAROLINA 1976.

As an incident to the adoption of this Resolution, the
County Council (the "County Board") of Lexington County (the
"County") has made the following findings:

1. The County Board is authorized pursuant to the
provisions of Title 44, Chapter 7, Article 11, Code of
Laws of South Carolina, 1976, as amended (the "Act") (1)
to acquire and in connection with such acquisition,
enlarge or expand, whether by purchase, gift or lease,
hospital facilities, (2) to enter into loan agreements,
as defined in the Act, with any hospital agency or
public agency, prescribing the payments to be made by
the hospital agency or public agency to the County Board
or its assignee to meet the payments that shall become
due on bonds, (3) to issue bonds for the purpose of
defraying the cost of providing hospital facilities and
to secure the payment of such bonds as provided therein

and (4) to refund at any time any bonds issued and

outstanding.
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2. The County previously issued its Psychiatric cQ
Hospital Revenue Bonds, Series A (Charter Medical
Columbia, Inc. Project) (the "Prior Bonds") under the )(
Act pursuant to a Trust Indenture dated as of June 1, >(
1982 (the ”Prior Indenture”) to finance the acquisition,"”
construction and equipping of an 80-bed freestanding
psychiatric hospital facility and the acquisition of an
18-acre tract of land located in the City of West
Columbia, Lexington County, South Carolina (the
"Project”) used by Charter Medical Columbia, Inc., a
South Carolina Corporation (the "Health Agency").

3. Pursuant to Section 44-7-1480 of the Act, the
County Board hereby finds that

(a) there is a need for the Project in the
area in which the Project is located;

(b) the Hospital Agency is financially
responsible and capable of fulfilling its obliga-
tions under a loan agreement with the County (the
"Loan Agreement"), including the obligations to
make the payments required thereunder, to operate,
repair and maintain at its own expense the Project
and to discharge such other responsibilities as may
be imposed under the Loan Agreement;

(c) adequate provision shall be made for the

payment of the principal of and the interest on the
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Bonds and any necessary reserves therefor and for

the operation, repair and maintenance of the
Project; and

(d) the public facilities, including
utilities and public services necessary for health
facilities, have been made available.

4. Pursuant to Section 44-7-1560 of the Act, the
County may refund at any time any bonds issued pursuant
to the Act and outstanding.

5. The Health Agency has applied to the County
for the issuance of adjustable rate psychiatric hospital
refunding revenue bonds (the "Bonds") of the County to
refund the principal of and any accrued interest on the
outstanding Prior Bonds.

6. The County Board has found and determined that
the Act and the Prior Indenture authorize the refunding
of the Prior Bonds.

7. The County proposes to issue the Bonds and
loan the proceeds thereof to the Health Agency to
finance the cost of refunding the Prior Bonds.

8. The County proposes to enter into, as lender,
a loan agreement with the Health Agency, as borrower,
relating to the Project and the Bonds, whereby the
Health Agency will covenant and unconditionally agree to

pay amounts sufficient to provide for the payment of the
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principal of, premium, if any, and interest on the Bonds

and all other costs incurred by the County in connection
with the Bonds and the refunding of the Prior Bonds.

9. Based upon current estimates, the County
proposes to issue the Bonds in an amount not to exceed
$5,000,000, such Bonds to be sold and delivered by the
County to finance the cost of refunding the Prior Bonds.

10. The County proposes to adopt this Resolution
to evidence its approval of the issuance of the Bonds
and to authorize a petition to the State Budget and
Control Board of South Carolina (the "State Board")
setting forth the facts required by Section 44-7-1590 of
the Act.

11. The County Board has determined that the Bonds
to be issued to finance the cost of refunding the Prior
Bonds will not give rise to any pecuniary liability of
Lexington County or a charge against its general credit
or taxing power. The Bonds shall be limited obligations
of the County, the principal, interest and redemption
premium, if any, on which shall be payable solely out of
the revenues to be derived by the County pursuant to the
Loan Agreement relating to the Project which the Bonds
are issued to finance. The Bonds and interest shall
never constitute an indebtedness of the County within

the meaning of any State constitutional provision or
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EXHIBIT
NOV 10 1987 no. O

STATE BUDGET & CONTROL BOARO
statutory limitation and shall never constitute nor give

rise to a pecuniary liability of the County or a charge
against its general credit or taxing power.

12. Pursuant to Section 44-7-1490 of the Act, the
South Carolina Department of Health and Environmental
Control previously approved the acquisition,
construction and equipping of the Project with the Prior
Bonds.

13. The Health Agency has advised the County Board
that the Health Agency will arrange for the sale of the
Bonds to an underwriter.

NOW, THEREFORE, BE IT RESOLVED BY THE COUNCIL OF
LEXINGTON COUNTY, IN MEETING DULY ASSEMBLED:

That the County Board finds that the facts set forth
above are in all respects true and correct and on such basis
determines to finance the refunding of the Prior Bonds, and

to authorize the sale of the Bonds by the County as aforesaid.

6414N
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NOV 10 1987 no. O

BE IT FURTHER RESOLVED: STATE BUDGETS CONTROL BOARD
That the Petition in form substantially as attached

hereto be presented to the State Board to seek the approval

required by Section 44-7-1590 of the Act; and that said

Petition shall be duly executed by the Chairman of the County

Council and attested by its Clerk.

Chairman, County Council of
Lexington County, South Carolina

(SEAL)
A ttest:

Clerk, County Council
Lexington County, South Carolina

044N 07898
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NOV 10 1987 no. 0O

STATE OF SOUTH CAROLINA STATE BUDGET & CONTROL BOARD
COUNTY OF LEXINGTON

I, the undersigned# Clerk of the County of Lexington
County, South Carolina, DO HEREBY CERTIFY:

That the foregoing constitutes a true, correct and
verbatim copy of a Resolution adopted by the County Council
of Lexington County, South Carolina (the "Issuer™) at a
regular public meeting duly called and held on the 26th day of
October, 1987, at which the following constituting a majority
of the County Council were present and voted in favor of the
adoption thereof:

AYES: Messrs Howard, Shealy, Spires, Merchant, trick, Sox, Neal, Guerry, Glenn
NAYS:

That the said Resolution was offered by Mr. Shealy was
seconded by  Mr. Spires and adopted by a majority of those
present; that the original of said Resolution is duly entered
in the permanent records of the County Council of the Issuer;
in my custody as such Clerk.

IN WITNESS WHEREOF, | have hereunto set my Hand and the
Seal of Lexington County, South Carolina this 26th day of

October, 1987.

(SEAL)
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NOV 1 0 W no. O

STATE BUOGIT A CONTROL BOARD

CERTIFICATE OF NEED

THIS Certificate of Need is issued, to : Three Rivers Hospital, West Columbia

SC; Mr. Douglas J. Holbrook, Project Manager-Aaent; Construction of an 80 bed free-
(Name oi Applicant e Project;
standing psychiatric hospital by Charter Medical Corporation to include 57 addictive

disease and 23 psychiatric beds.

For Project No. SC-F-573 ia accordance with the Code of Laws
of South Carolina.

In determining the need for this project, the South Carolina Depart-
ment of Health and Environmental Control has taken into considera-

tion the recommendation of the:

Three Rivers Health Svstems Agency
(Health Systems Agency)

This Certificate of Need is valid for a period of twelve months
from the date of issuance unless the applicant has awarded a
construction contract or has made substantial progress toward
implementation of the Project, as approved by the Department,
w ithin the twelve month period.

Ln W itness W hereof we have hereunto
set our hands and the seal of the
Department of Health and Envi-
ronmental Control this the 10th
< dav of November . 1981

Ltén 3. Frianrar., Oirecxor
"iviaxoc of Certification of N

» T. McNelly, Chief ,
Tureau 8f Mé&sith Faeilities and Sarvxcea 3ev«' c="e'

*
A j'. Aic-ar-J Coney, Oecuty
Infice of State -aaith ?lar.rxng ano 5fvtlo="*r*
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TRANSMITTAL FORM, REVENUE BONDS TC:

Date: November 4, 1987
Submitted tor BCB Meeting on:
November 1.0, 1987

FROM:
Kutak Rock & Campbell
Name of Law Firm
Omaha, NE 68102
City, State, Zip Code

RE: Not to exceed $5,000,000
Amount of Issue

Lexington Countv. South *Caiolina
Issuing Authority Name

Project Name: Charter Medical - Columbia,

Project Description:

The Project consists of an 80-bed hospital
acute psychiatric disorder and addictive diseases

with

Employment as result of project:

NOV 4 1987
William A. Mclnnis, Secretary
State Budget and Control Board

600 Wade Hampton O ffice Building

Columbia, SC 29201
OoR P. 0. Box 12444, Columbia, SC 29; 11
co

1650 Farnam Street

Street Address/Box Number ~ T c
(402) 346-6000 £0

Telephone Area Code and Number 9)
Adjustable Kate Psychiatric Hospital ®
Refunding Revenue Bonds s

Type of Bonds or Notes

T S -X - 0
Decembtit 2, T — e
Inc. Project K

designed for the treatment of patients

located in West Columbia, SC

CEILING ALLOCATION REQUIRED

REFUNDING INVOLVED

PROJECT APPROVED PREVIOUSLY
Yes f June 15, 1982) No

_Yes ($ ) v No X Yes (S4.90Q.000 ) _No |
Amount Amoun t "ApprovallBte
of prior bonds
DOCUMENTS ENCLOSED:
(ALL required for State law approval; A and C only for ceiling allocation only.)

and two copies)

"executed copy'

A. X Petition (executed original

B X Resolution or ordinance (executed copy)

C. NA Inducement Resolution or comparable preliminary approval
D Standard Form Investment Letter

(Purchaser:

from bonds purchaser

(executed original)

)

OR x Audited financial statements for

three most

recent years

E. 2L Department cf Health arc Environmental Control certificate

F. x Budget and Control Board Resolution and Public Notice (original)
(Plus FIVE (5) copies for certification and return to counsel]

G. __Processing fee
Amount $ 3,000.00 Check No. 148152
Fayer Charter Medical Corporation

Bond Counsel: Kutak Rock 6 Campbell

Typed Name

Bv

Sign;

OFD 1/86

07301

1?7 REQUIPED (See nrior
bond issue)



STATE BUDGET AND CONTROI
MEETING OF November 10,

AGENCY:
SUBJECT,;

The required

Revenue Bond

not yet been completed.
reviews at the meeting.

law.

(a)

(b)

(c)

(d)

A ceiling alloction

Issuing Authority;
Amount of Issue:

Name of Project:
Project Description:

Issuing Authority:
Amount of Issue:

Allocation Requested:

Name of Project:
Employment Impact:
Project Description:

Issuing Authority:
Amount of Issue:

Name of Project:
Project Description:

Issuing Authority:
Amount of Issue:

Allocation Requested:

Name of Project:
Project Description:

Fxecutlve Director

EXHIBIT

NOV 10 1987 no. [

BO.SWE BUDGET & CONTROLp&QAKD, SESSION 5

ITEM NUVBER

State Ceiling Allocations

reviews on the following proposals to issue revenue bonds have
Staff will advise the Board on the results of these
Each of the projects requires approval under State
requested for projects (b) and (d).

Charleston County

$6,180,000 Hospital Facilities Revenue
Refunding Bonds

Sandpiper Village, Inc.
medically-assisted living facility

Cherokee County

$3,200,000 Industrial Revenue Bonds
$3,200,000

The Holson Company Project 1987

at least 100 persons
manufacture/assemble photo albums and
photo greeting cards

Lexington County

$5,000,000 Adjustable Rate Psychiatric Hospital
Refunding Revenue Bonds

Charter Medical - Columbia, Inc.

80-bed hospital for treatment of patients with
acute psychiatric disorders and addictive
diseases to be located In West Columbia

Horry County

$30,000,000 Retirement Home Facilities
Revenue Bonds

$30,000,000

Mvrtle Beach Retirement Community

400-unit retirement home facility, to be
occupied partially by low- or moderate-income
persons

INCOMPLETE AT TTME OF AGENDA PREPARATION

The status of the State Ceiling as of November 4 (year elapsed 847) shows

State Pool $101,340,000
Local Pool
Total $253,350,000

CY 1987 Ceiling

BOARD ACTION REQUESTED:
Adopt resolutions approving proposals to Issue revenue bonds, on the

condition that the

required

Not Allocated (2)
< 84,740,000 (R4ZT

121,525,650 (802)
$206,265,650 (812)

Allocated (2)
m 600,00

30,484,350 (202)

$47,084,350 (192)

reviews are completed with satisfactory results;

allocate a portion of the State Celling to (b) and (d); and receive as

information the status

ATTACHMENTS:

Proposed Board Resolutions

report on the State Celling.



18 198/

Nelson, Mullins. Riley & Scarborough

ATTORNEYS AND COUNSELORS AT LAW

EXHIBIT

cuAuot m Scarborough »« RICHARD B WATSON DAVID ¢ OUKCS COLUMBIA OFFICES
R.CHARO W » L |f WILLIAM ¢ HUBBARS ARTHUR . COVIMAN

) th.rd floor reenan building
tOWARO W Mir.u'NS J* OWIQM' F DRAKE L WALTER TOLLISON
COWARD *» R 1EY J» GEORGE o W Oirt JOHN S EGAN I\D\/ 1 0 1%7 Nno. 7 iSTO LAOY STREET
WILLIAM S NEwSOn HCNRr s KNiOmt JR  aennet h Allan jansa ROST OFFICE BO* HOW
« BRUCt S*A* JAMCS C ORAV jR STEVEN M WYNAOOR MOA south Carolina >sa
JOHN u Btuu HI N>NA NEISON SMITH lisa 0 CATT (BOB' FOR 4000
ROBERT CuRR'N CHARLCS R NORRIiS CHRISTORHER j OANiIEIS *
WILLIAM S OAVICS JR ChAv D BRITTAIN GEORGE A LTAJLL sun BUDGET S CONTROL BOARD TEUICORY 1BO3I ABB-"BOO
OONAID h STUBBS J OC-LOVAS NI>NN jo RICMARO A FARRIER JR
ROBERT M CRWIN j» Richard h Willis NANCY BYNUM Riley GREENVILLE OFFICES
RALSTON B VANIANT jOCu h smith JANE THOMPSON OAVIS twenty fourth floor oanie I builOing
WIULIAM o SwEEN* OAY<0 O TRAVUOR JR JOHN E SCHMIiO’ 30" NORTH main street
STEPHEN Q MORRiSO~ MON'C'TM p TOOO OOROThy j hORAO AOS' OFFICE BO* OO(M
JOHN L CmOATC W Thomas CauSBf
COWARD C ROL'AKOnN ROBERT W FOSTER JR THOMAS S MUIT'AIN OREENYIIUE SOUTH CAROLINA 3BBO3
BRENTON o JtrrcOA” JAMES A MERRITT JP IAURA S CAMPBE- (BOJ 110-1300
SHCRYL Cu0O BICNIS JAMES T LAWS RQvAmm RUSS MjRRA’ yE1ECORY IBOI
thORNWEI* f SOWtu- HI CHARVCS RICHARD STEWART DEBORAH WIULIAMSON WITT
JOHN T MOORE REBECCA 1AFFITTE SUSAN C raroue myrtle beach OFFICES
J CHRiSTOWHCR HCNOCRSON BARBARA HOWL MCARTHUR “HILL'R lure HUGHES
OCOROe s BA LtY JOSERh M StR>C«IAND Suite b oak street rlaxa

(fob north oaf street
MOST OFFICE BO* 3B3B

COWARD H MUu. NS SR MYRTuk B«ACH SOUTH CAROLINA jbbfb 3B3B
COWARD * RtLCX SR

or couple. November 18, 1987 TEucc(z(;j (:(:S)E;i/; 3437

SIMPSONVILLE OFFICES

in EAST CURTIS STREET
RAYRCA HENRr NE1SON BBB B'A-

5 MFSONY..I SOUTH CAROLINA 3BBB
wm shannon nelson »b 5 >b
PAYrsc* h NEISON «b<OR»a (+03 BBJ 4tte
F BARRON OR'ER JR I'EOT 9°'
REPLY TO

Columbia O ffice

Mr. William A. Mclnnis
Executive Director

State Budget and Control Board
600 Wade Hampton O ffice Building
Post Office Box 12444

Columbia, South Carolina 29201

Re: Myrtle Beach Retirement Community Project
Atlantic Housing Group
Our file number: 6626/9000

Dear Mr. Mclnnis:

This letter is to ~confirm my conversation with Donna
Wi illiams today regarding the above referenced project. Our client
has requested that this project not be included on the agenda for
the November 25, 1987 meeting. When they are ready to proceed, we

will advise you further and remit any further documentation
necessary.

Should you have any questions concerning this matter, please
feel free to call me.

Very truly yours,

Julie H. Houston
Legal Assistant

JHH/db
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TRANSMITTAL FORM, REVENUE BONDS

TO: William A. Mclnnis, Secretary Date: November
State Budget and Control Board E X IT
600 Wade Hampton O ffice Building
Columbia, SC 29201

OR P. 0. Box 12444, Columbia, SC 29211 ~ NOV 10 W7 no.
FROM Nelson, Mullins, Riley & Scarboroug

Name of Law Firm Number: -gg, 9nnn

1230 Lady Street, 3rd Floor

Street

Cnlumfaiac 2. G« 2929* mitted for BCB Meeting of

City, State, Zip Code - November 10, 1987

Not exceeding

$30,000,000 Horry County, £.C. Private Activity Bonds:

Amount of Issue, Local Government lIssuer XX YES NO

,toi,1zaaea,L llama i flcli *1££ r-gYe

Type of Bonds/Notes Bonds Projected Issue Date:
aeasti Inurement Comicu December 15, 1987

Name of Project Project

Project Description:

a 400-unit retirement home facilj/ty, Intended to be occupied partially
by persons of low or moderate income

Numoer of persons to be employed: / X

Documents Enclosed: / z/

(Al required for State lav approval; Aand Conlv for ce”J*r.js £]*I"c

A. __ Petition (executed Original and two copies)

B. Resolution cr ordinance (executed copy) to follow Nexecuted copy incl

C. Inducement Resolution or comparable preliminary approval (executed copy)

D. Standard Form Investment Letter from purchaser of bonds (executed original)
OR

Audited financial statements for three most recent years

E. _.a. Department of Health and Environmental Control certificate
Required Not Required

F. Budge™ and Control Board Resolution and Public Notice

Original (and 7 copies for certification and return)
G. Processing fee being remitted to us ASAP

Amount $ 4,000 Check No.

Pavor
Bone Counsel: Frederick Kroenne, Jr. Bv:

Typed Name Signature

McCollister, McCleary & Fazio
07901



E X H IB IT

NOV 10 1987 no. [

STATE OF SOUTH CAROLINA STATE BUDGET & CONTROL BOARD
Myrtle Beach Retirement
COUNTY OF RICHLAND Community Project

I, WILLIAM A. MCINNIS, SECRETARY to the South Carolina State
Budget and Control Board, DO HEREBY CERTIFY:

That the said State Budget and Control Board (the Board) is
composed of the following:

His Excellency, Carroll A. Campbell, Jr.,
Governor and Chairman of the Board;

The Honorable Grady L. Patterson, Jr., State
Treasurer,

The Honorable Earle E. Morris, Jr., Comptroller
General;

The Honorable Rembert C. Dennis, Chairman of
the Senate Finance Committee; and

The Honorable Robert N. McLellan, Chairman of
the House Ways and Means Committee.

That due notice of a meeting of the Board, called to be held
in Columbia, South Carolina, at A.M., on :
_, 1987, was given to all members in writing, and at least four
(4) days prior to said meeting; that all members of said Board were
present at said meeting, with the exception of:

That at said meeting, a Resolution, of which the attached is
a true, correct and verbatim copy, was introduced by :
who moved its adoption; said motion was seconded by
, and upon the vote being taken and recorded it appeared

that the following votes were cast:

FOR MOTION AGAINST MOTION

That the Chairman thereupon declared the Resolution unanimously
adopted and the original thereof has been duly entered in the
permanent records of minutes of meetings of said Board in ny
custody as its Secretary.

That any and all conditions attached to the referenced Board
action except that relating to the submission of IRS Form 8038
have been satisfied as of the date of this certificate.

August , 1987

079-15



A RESOLUTION APPROVING THE ISSUANCE BY HORRY
COUNTY, SOUTH CAROLINA, OF NOT EXCEEDING
$30,000,000 PRINCIPAL AMOUNT RETIREMENT HOVE
FACILITIES REVENUE BONDS, SERIES 1987
(MYRTLE BEACH RETIREMENT COMMUNITY PROJECT) ,
PURSUANT TO THE PROVISIONS OF THE HOSPITAL
REVENUE BOND ACT

WHEREAS the County Council of Horry County, South
Carolina (the "Governing Board") has heretofore by submitting a
petition (the "Petition"), under and pursuant to the provisions
of Article 11 of Chapter 7 of Title 44 of the Code of Laws of
South Carolina 1976,(as amended), (the "Act") requested the approval
by the State Budget and Control Board of the issuance by Horry
County (the "County") pursuant to the Act, of its Retirement Home
Facilities Revenue Bonds Series 1987 (Myrtle Beach Retirement
Community Project) in the aggregate principal amount of not
exceeding $30,000,000 (the "Bonds"); and

WHEREAS, the County proposes to issue the Bonds for the
purpose of obtaining moneys to provide financing to Atlantic
Housing Group, a South Carolina Joint Venture (the "Developer")
for a retirement home facility ( the "Development”) located or to
be located within the County, which is intended to be occupied
partially by persons of low or moderate income within the meaning
of Section 142 (d) of the Internal Revenue Code of 1986, all for
the public purpose of assisting elderly and retired residents of
the County to obtain decent, safe and sanitary housing at rentals
they can afford;

WHEREAS, the Project is to be made available to
Atlantic Housing Group (the "Developer") upon terms which require
the Developer to make payments to or for the account of the
County in amounts sufficient to pay the principal and interest on
the Bond and which secure the obligation of the Developer by a
mortgage and security interest in the Project; and

WHEREAS, the Bond will be payable from and secured by an
assignment of the obligations of the Developer and the mortgage
and security interest in the Project; and

WHEREAS, the County has submitted with the Petition (i)
certain financial information and feasibility studies for review
by the State Budget and Control Board, (ii) an Assistance
Agreement by and between the Developer and the County and (iii) a
copy of a resolution and petition adopted by the County on August
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4, 1987, and this Board has reviewed and considered each of said
documents in its consideration of said Petition by the County;

NOW, THEREFORE, BE IT RESOLVED, by the State Budget and
Control Board of the State of South Carolina as follows;

Section 1. The Board has made an independent
investigation of the matters set forth in the Petition, and on the
basis of such investigation it is hereby found, determined and
declared;

(a) The facts set forth in the Petition, and in the
preamble hereto, are in all respects true and correct;

(b) The Petition filed by the Governing Board contains
all matters reguired by law and the rules of this Board to be set
forth therein, and that in conseguence thereof the jurisdiction
of this Board has been properly invoked under and pursuant to
Section 44-7-1590 of the Act; and

(c) The Project subject of the Petition of the Governing
Board is intended to promote the purposes of the Act and is
reasonably anticipated to effect such result.

Section 2. In consequence of the foregoing, the
proposal of the County to defray the cost of acquiring the
Project, to make the Project available to the Developer, to
finance the cost thereof and expenses incidental thereto by the
execution and delivery of the Bond, in substantially the form set
forth in the Loan Agreement, secured by an assignment of the
revenues to be derived from said Loan Agreement, and a mortgage
and security interest in the Project, be and the same is hereby
in all respects approved. This approval shall not be affected by
any changes in the details of the proposal of the County so long
as such changes do not impose a pecuniary liability upon the
County or its general credit or taxing power, are approved by the
County Council and the Developer, and do not make inaccurate,
except as to dates and amounts, the summaries of the Loan
Agreement and Mortgage and Security Agreement and the description
of the Project.

Section 3. Notice of the action taken by this Board in
approving the above described undertaking of the County shall be
published in THE STATE and THE SUN, which are newspapers having
general circulation in Horry County.

Section 4. The Notice, required in Section 3 above to
be published shall be in substantially the form set forth in
Exhibit "A" of this Resolution.

Section 5. Approval of this undertaking is granted on

the condition that a copy of Internal Revenue Service ("IRS")
Form 8038 relating to any bonds issued pursuant to this approval

07907



be filed with the Board's Secretary at the same time such Form is
submitted to the IRS.

Section 6. The Board certifies that allocation for the
Project under the volume cap established by the Deficit Reduction
Act of 1984 was not made in consideration of any bribe, gift,
gratuity, or direct or indirect contribution to any political
campaign.

Section 7. This Resolution shall take effect immediately.
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exhibit
NOV 10 1987  NO. 7

STAIE BUDGET & CONTROL BOARD
EXHIBIT A

NOTICE PURSUANT TO THE PROVISIONS
OF THE CODE OF LAWS OF SOUTH CAROLINA 1976 (AS AMENDED)
TITLE 44, CHAPTER 7, ARTICLE 11

Notice is hereby given pursuant to the provisions and
requirements of Section 44-7-1590 of the Code of Laws of South
Carolina 1976,(as amended), (the "Act") that the State Budget and
Control Board of South Carolina, pursuant to a Petition filed by
the County Council of Horry County, South Carolina, has given its
approlval to the following wundertaking by Horry County, South
Carolina:

The issuance by Horry County of its Retirement Home
Facilities Revenue Bonds, Series 1987 (Myrtle Beach Retirement
Community Project) in the original principal amount of not exceeding
$30,000,000 (the ”Bonds”), to obtain moneys to provide financing
to Atlantic Housing Group, a South Carolina Joint Venture (the
"Developer”) for a retirement home facility (the "Development")
located or to be located within the County, which is intended to
be occupied partially by persons of low or moderate income within
the meaning of Section 142(d) of the Internal Revenue Code of
1986, all lor the public purpose of assisting elderly and retired
residents of the County to obtain decent, safe and sanitary
housing at rentals they can afford. The Project will be made
available to Atlantic Housing Group which will unconditionally
covenant to make payments sufficient to pay the principal and
interest on the Bonds. The Bonds will be payable solely and
exclusively out of payments to be made by Atlantic Housing Group
for the use of the Project, and are to be additionally secured by
a Letter of Credit to be issued by Bayerische Landesbank
Girozentrale.

Notice is further given that any interested party may,
within twenty (20) days after the date of the publication of this
notice, but not afterwards, challenge the validity of the State
Budget and Control Board’s approval of the Project and the
issuance of the Bond by Horry County to finance the same, by
action de novo instituted in the Circuit Court for Horry County,
South Carolina.

STATE BUDGET AND CONTROL BOARD
BY: WILLIAM A. MCcINNIS, Secretary
D ated: , 1987.
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EXHIBIT

NOV 1 0 1987 no. 7
STATE OF SOUTH CAROLINA )

COUNTY OF HORRY g STATE BUDGET & CONTROL BOARD
TO THE STATE BUDGET AND CONTROL 3
PETITION
BOARD OF SOUTH CAROLINA
)

This Petition of Horry County, South Carolina (the
"County") , pursuant to the provisions of Article 11 of Chapter 7
of Title 44 of the Code of Laws of South Carolina 1976 (as
amended) (the “Act”), respectfully shows:

1. The County Council of Horry County (the "County
Council™) , is the governing body of the County and as such is the
"governing board" of the County referred to in the Act.

2. The Act, among other things, empowers the County,
subject to obtaining the approval of the State Budget and Control
Board, pursuant to Section 44-7-1440 of the Act:(l) to issue
bonds for the purpose of defraying the cost of providing hospital
facilities, as defined in the Act to include retirement home
facilities and to secure the payment of such bond; (2) to make
the proceeds of any bonds available by way of a loan to a
hospital or public agency pursuant to a loan agreement specifying
the conditions relative to the acquisition and use of hospital
facilities and prescribing the payments to be made by such
hospital or public agency to the county shall be in amounts
suf-uic-ient to meet the payments that shall become due on such
bonds, and (3) to pledge or assign any money, rents, charges,
fees or other revenues, including any proceeds of insurance or
condemnation awards, pursuant to any loan agreement to the
payment of the bonds so issued.

3. Pursuant to the provisions of Act No. 512 of the
Acts and Joint Resolutions for the General Assembly of the State
of South Carolina for the year 1984, the State Budget and Control
Board and the Joint Bond Review Committee have been assigned
certain responsibilities with respect to allocation of the
private activity bond ceiling (the "Cap") applicable to the State
of South Carolina under Section 103(n) of the Internal Revenue
Code of 1954, as amended.

4. The County has agreed to assist Atlantic Housing
Group, a South Carolina Joint Venture (the "Developer”), by
issuing its revenue bonds for the purpose of defraying the cost of
completing certain facilities located in the County (the "Project")
more fully described in the Feasibility Study #F5227 prepared by
C. J. Fuse, Ill, S.R.A. dated October 13, 1987 (the "Feasibility
Study") copies of which are attached hereto.
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5. The County has been advised by the Corporation that
the estimated cost of the Project will be $30,000,000 and it has
requested che County to execute and deliver its Retirement Home
Facilities Revenue Bonds Series 1987 (Myrtle Beach Retirement
Community Project (the "Bond”) in the principal amount of not
exceeding $30,000,000 to defray such costs.

6. Pursuant to Section 44-7-1480 of the Act, the County
Council has made the requisite findings that:

(a) there is a need for the retirement home facilities,
which the County has determined to be hospital facilities as
defined in the Act, in the area in which the retirement
facilities are to be located;

(b) the hospital agency is determined by the County
to be financially responsible and capable of fulfilling its
obligations under the Loan Agreement, including the obligations
to make the payments required thereunder, to operate, repair
and maintain at its own expense the hospital facilities and
to discharge such other responsibilities as may be imposed
under the Loan Agreement;

(c) by means of a letter of credit to be issued by
Bayerische Landesbank Girozentrale adequate provision shall
be made for the payment of the principal of and the interest
on the Bonds and any necessary reserves therefor and other
arrangements have been made to assure that monies will be
available for the operation, repair and maintenance of the
retirement home facilities at the expense of the Developer;

and

(d) the public facilities, including wutilities, and
public services necessary for the Development will be made
available.

7. Pursuant to Section 44-7-1590 of the Act, the County
sets forth the following information:

(@) The Project, described in detail in the Feasibility
Study submitted herewith, consists of land and improvements
providing 400 units of retirement housing plus related food
service and other facilities.

(b) It is estimated that the cost of the Project,
including the items of cost authorized in the Act, will be
$30,000,000.

(c) The following summarizes certain terms included in
the bond documents but is in no wise intended to affect or
alter the actual terms of the documents themselves:

(i) The bond documents provides in general:
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(A) Proceeds derived from the placement of the
Bonds, except accrued interest paid by the initial
purchasers thereof, will be used and applied by the
County upon request of the Developer solely for
the payment of the costs (as that term is defined
in the Act) incident to the completion, Dby
construction and purchase, of the Project.

(B) The Developer obligates itself: to effect the
completion of the Project if the proceeds derived
from the sale of the Bonds prove insufficient
therefor without diminution of any payments to the
County required by the Loan Agreement; to meet the
payments of principal and interest on the Bonds as
the same become due; and to pay the <cost of
maintaining and insuring the Project to the extent
and in the manner provided in the Loan Agreement.

(C) The County does not incur any pecuniary
liability or charge wupon its general credit or
taxing powers.

(D) Pursuant to a Trust Indenture the Trustee
to be designated under the bond documents acquires
an assignment of the rights of the County under
the Loan Agreement between the Developer and the
County as security for the obligations of the
County under Bonds.

(E) An irrevocable pledge and assignment for the
benefit of the Lender or its assigns as holder of
the Bond of the County's right, title and interest
in and to the Loan Agreement and all payments,
receipts and revenues which the County has a right
to receive under the Loan Agreement or with
respect to any security afforded thereunder or any
other financing agreement with respect to the
Project in favor of the County (except payments
and rights to indemnification payments  and
administration expenses), and all the moneys and
securities in funds created under the Loan Agreement.

(F) The terms of the Bonds, the provisions for
exchange and transfer of the Bonds, the redemption
provisions, the means of disbursement and investment
of the proceeds thereof, provisions for issuance
of additional parity bonds, default provisions and
remedies therefor and various other matters relating
to the Bonds.
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(iit) The Loan Agreement specifies that the Developer
and the County shall cooperate in having the Project
appraised for such purposes and in making payments to
the taxing authorities of the County and any school
district or districts and other political units wherein
the Project is located.

Upon the basis of the foregoing, the County respectfully
prays that the State Budget and Control Board (i) accept the
filing of this Petition and the documents submitted herewith,
(ii) make such investigation as it deems advisable, (iii) if it
finds that the Project is intended to promote the purposes of the
Act and may be reasonably anticipated to effect such result,and
(iv) if it shall further find, on the basis of such feasibility
study and report, if any, as it shall deem appropriate, that the
proposed financing is economically feasible, it approve the
Project and the sale and delivery of the Bonds by the County
pursuant to the Act to defray the cost of the Project (including
changes in any details of the said financing as finally consummated
which do not materially affect the undertaking of the County),
and (v) allocate $30,000,000 of the Cap for the Bonds, and (vi)
give published notice of its approval in the manner set forth in
Section 44-7-1590 of the Act.

Respectfully submitted,
HORRY  JCSUNTY, SOUTH :OLINA
Laurie McLeod, Chairman

County Council, Horry County,
South Carolina

Dated:
(SEAL) EXHIBIT
ATTEST: NOV 1o W NO. 7

Gladys A. Allen, Clerk to County Council SIAft 8UDGCT & CONIMX rtyjB

of Horry County, South Carolina
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STATE BUDGET & CONTROL BOARD
EXHIBIT A

ASSISTANCE AGREEMENT
This Agreement made and entered into by and between HORRY
COUNTY, a body politic and corporate and a political subdivision
of the State of South Carolina (the "lIssuer™), and ATLANTIC HOUS-
ING GROUP, a joint venture of BHW Corporation, a Tennessee Cor-
poration and Atlantic Housing Group, Inc., a South Carolina Cor-
poration, (together referred to as the "Corporation”).

W ITNESSETH:

ARTICLE |
RECITATION OF FACTS

As a means of setting forth the matters of mutual inducement
which have resulted in the making and entering into of this
Agreement, the following statements of fact are herewith recited:

1. The Issuer is a body politic and corporate and a
political subdivision o the State of South Carolina and is
authorized and empowered by the provisions of Title 44, Chapter
7, Article 11, Code of Laws of South Carolina, 1976 (the "Act"):
(i) to issue bonds for the purpose of defraying the cost of
providing "hospital facilities,” as defined in the Act, and to
secure the payment of such bonds as provided in the Act; (ii) to
make the proceeds of any bonds available by way of a loan to a
"hospital agency,” as defined in the Act, pursuant to a loan

agreement; and (iii) to enter into a loan agreement with such

G7914



hospital agency prescribing the terms and conditions of the pay-
ments to be made to the Issuer to meet the payments to become due
on any bonds issued by the Issuer pursuant to the Act; all in or-
der to provide a means for the financing, acquiring, enlarging,
improving, constructing, equipping, and providing of hospital
facilities to serve the people of the State of South Carolina and
of Horry County and to make accessible to them modern and effi-
cient hospital facilities at the lowest possible expense to those
utilizing such hospital facilties.

2. The Corporation has informed the Issuer that funds will
be required to finance the acquisition of land in Horry County
(the ~”County”) and the construction, equipping and installation
thereon of a retirement home facility containing approximately
400 assisted living adult residential care units (the "Project").

3. The Corporation has advised the Issuer that it wishes
to avail itself of the asistance which the Issuer might render
through the sale of Horry County Hospital Revenue Bonds pursuant
to the Act, and that its undertaking of the proposed Project
depends in part upon the willingness of the Issuer to issue such
Bonds.

4. The Issuer has given due consideration to the
Corporation's proposal and by Inducement Resolution adopted on
even date herewith has agreed to endeavor to effect the issuance
of Bonds pursuant to the Act in order to assist the Corporation

as aforesaid on the terms and conditions hereinafter set forth.
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ARTICLE_ £l STATE BUDGET & CONTROL 80°RD
UNDERTAKINGS ON THE PART OF THE ISSUER

The lIssuer agrees as follows

1. That, subject to due compliance with all requirements
of law, the holding of all necessary public hearings and the ob-
taining of all necessary consents and approvals and to the hap-
pening of all acts, conditions and things required to exist, hap-
pen and be performed precedent to and in connection with such
financing in due time, form and manner as required by law, the
present intent of the Issuer is to issue Horry County, South
Carolina, Hospital Revenue Bonds (Atlantic Housing Group, a joint
venture) in an aggregate principal amount not to exceed
$30,000,000. (the "Bonds"™) pursuant to the Act (as a single issue
or as several issues) to finance such portion of the Project and
expenses incident thereto (including the costs of the financing)
as the Corporation may reasonably request. The terms of the
Bonds (date, maturity schedule, interest rates, denominations,
redemption provisions) Vill be determined by a bond purchase
agreement to be entered into between the Corporation, the Issuer
and the original purchaser(s) of the Bonds.

2. That, if the Bonds shall be sold, the Issuer will enter
into a Loan Agreement (the "Loan Agreement”) with the Corporation
upon such terms and conditions as shall be mutually agreed upon
between the Issuer and the Corporation pursuant to which the Is-
suer will lend the Corporation the proceeds of such Bonds in or-
der that such proceeds be applied to the cost of the Project and

expenses incident thereto including the costs of the financing.
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3. That it will permit the Corporation to arrange for the
sale of the Bonds, and, if successful marketing arrangements can
be made, the Issuer's present intent is to adopt such proceedings
as are necessary for the execution of the Loan Agreement and the
issuance and securing of the Bonds.

4. That, if the Bonds shall be sold, the Issuer will
provide that the proceeds thereof shall be applied to the payment
of the costs theretofore and thereafter to be incurred in connec-
tion with the acquisition, construction and installation of the
Project, including costs incident to the issuance of the Bonds
and the payment of other expenses in connection therewith during
the construction period to the extent permitted by the Act.

5. That prior to the issuance of Bonds the Issuer will en-
ter into an indenture with a bank or banks to be selected by the
Corporation, with the approval of the Issuer, as trustee, to
secure the Bonds to be issued, upon such terms and conditions as
the Corporation shall propose and shall be agreeable to the Is-
suer. In this connection the parties recognize that such terms
and conditions will be initially agreed upon between the Corpora-
tion and the original purchaser(s) of the Bonds, and the Issuer
will not unreasonably disagree with any terms and conditions so
agreed upon.

6. That the Corporation may proceed with the acquisition,
construction and installation of the Project prior to the is-
suance of the Bonds, in which event advances made or loans in-
curred by the Corporation for that purpose may be reimbursed out

of the proceeds of the Bonds. Contracts for the construction of
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SIATE BUDGET & CONTROL BOARD
the facilities and for the acquisition and installation of any

machinery, equipment and related property may be executed by the
Corporation in its own discretion.
7. That the Issuer will proceed with seeking approval of

the Bonds from the State Budget and Control Board of South

Carolina.

8. That it will make such election or take such other ac-
tion as may be necessary pursuant to Section 103 of the Internal
Revenue Code of 1954, as amended, to enable the interest on the
Bonds to be exempt from federal income taxation.

9. That the Issuer will perform such other acts and adopt
such further proceedings as may be required faithfully to imple-
ment its undertakings.

ARTICLE |11

UNDERTAKINGS ON THE PART OF THE CORPORATION

1. The Corporation will market the Bonds on behalf of the
Issuer and, in this connection, the Corporation expressly acknow-
ledges that the Issuer has no obligation with regard to the
marketing of the Bonds.

2. The Corporation further agrees as follows:

(a) To enter into the Loan Agreement with the Issuer
under the terms of which the Corporation will obligate itself to
pay to the Issuer sums sufficient to pay the principal of,
premium if any, and interest on all Bonds as and when the same
become due and payable; the Loan Agreement shall be in such form
and content as may be required by the Act and satisfactory to the

Issuer and the Corporation.
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(b) That the Corporation will obligate itself to per-
form all obligations required of it pursuant to the Act.

(c) That the Corporation will hold the Issuer and the
individual officers, agents and employees thereof harmless
against any claim of loss or damage to property or any injury or
death of any person or persons in connection with the Project and
from any pecuniary liability and will reimburse the same for all
expenses to which they might be put in the fulfillment of the
Issuer's obligations under or in connection with this Agreement
and the Loan Agreement and in the implementation of the respec-
tive terms and provisions thereof. This indemnity shall be su-
perceded by a similar indemnity in the Loan Agreement, and, if
the Bonds are not issued and delivered, this indemnity shall sur-
vive the termination of this Agreement.

3. That the Corporation will perform such further acts and
adopt such futher proceedings as may be required faithfully to
implement its undertakings.

ARTICLE IV
GENERAL PROVISIONS

1. Neither the performance of this Agreement by the Is-
suer, nor any obligation of the Issuer resulting from the perfor-
mance of this Agreement, nor any failure by the Issuer to perform
under this Agreement, shall constitute an indebtedness of the Is-
suer within the meaning of any State constitutional provision or
statutory limitation or constitute or give rise to a pecuniary
liability of the Issuer or charge against its general credit or

taxing powers.
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2. The parties understand that the implementation of this
Agreement through the issuance of the Bonds is subject to obtain-
ing such approvals as are required by the Act of the South
Carolina Department of Health and Environmental Control and of
the State Budget and Control Board of South Carolina.

3. Nothing herein shall prevent the Corporation from en-
tering into any other mode of financing.

4. If for any reason the Bonds are not issued and
delivered within one year from the date hereof, the provisions of
this Agreement shall continue unless, at the option of the Cor-
poration or the Issuer to be evidenced in writing, they be can-
celled, in which latter event neither party shall have any rights
against the other and no third parties shall have any rights
against either party except that the Corporation will pay the
out-of-pocket expenses of officers, agents and employees of the
Issuer and counsel for the Issuer incurred in connection with the
Project and the proposed issuance of the Bonds and will pay coun-
sel for the Issuer reasonable fees for legal services related to
the Project and the proposed issuance of the Bonds.

5. This Agreement shall be effective as o f :

1987.
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IN WITNESS WHEREOF, the parties hereto, each after due
authorization, have caused this Agreement to be executed in their

respective names and under their respective seals, on the dates

indicated below.

HORR)f/COUNTY,.£EOUTH CARLINA

C
(SEAL) BY

Cnairman, Horry County Council
ATTEST:

Clerk of Oounty Council
Horry County

Dated: , 1987
ATLANTIC HOUSING GROUP,
a joint venture of:
Atlantic Housing Group, Inc.,
a South Carolina Corporation
(SEAL) BY
William Arthur James,
President
ATTEST:
and
Secretary BHW Corporation, a Tennessee
Corporation
Dated:____ , 1987
(SEAL) BY
Benjamin Wolmark, President
ATTEST:
Secretary
Dated: , 1987
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INDUCEMENTOFRESOLUTION STATE BUDGET & CONTROL BOARD
THE COUNTY COUNCIL

HORRY COUNTY, OgOUTH CAROLINA

The following Resolution of the Horry County Council was
adopted at its regular meeting on r 1987.

BE IT RESOLVED BY THE COUNTY COUNCIL OF HORRY COUNTY, SOUTH
CAROLINA, IN MEETING DULY ASSEMBLED, as follows:

ARTICLE_I
FINPI NG§_OF_FACT

As an incident to the adoption of this Resolution, the
County Council of Horry County, South Carolina (the "County
Council™), has made the following findings:

1. The County Council of Horry County, a political sub-
division of the State of South Carolina (the "Issuer”) has been
informed by representatives of Atlantic Housing Group, a joint
venture of BHW Corporation, a Tennessee Corporation and Atlantic
Housing Group, Inc., a South Carolina Corporation, (together
referred to as the "Corporation"), that the Corporation is plan-
ning the acquisition of land in Horry County (the "County"™) and
the construction, equipping and installation thereon of a retire-
ment home facility containing approximately 400 assisted living
adult residential care units (the "Project").

2. The Project will constitute a "retirement home

facility” and a "hospital facility” within the meaning of S.C.
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Code Section 44-7-1430 and for the purposes and within the in-
tendment of the Hospital Revenue Bond Act, S.C. Code Section 44-
7-1410 to 44-7-1640 (the "Act”).

3. Construction of the Project will promote the public
health and welfare Dby providing hospital facilities, as defined
by the Act, to serve the people of the State of South Carolina
and of the County and to make accessible to them modern and e ffi-
cient hospital facilities, as defined by the Act.

4. There is a need for the proposed Project in the County.

5. The availability of Horry County Hospital Revenue Bond
financing for the purpose of undertaking the Project is a major
factor under consideration by the Corporation in determining the
feasibility of the Project.

6. Issuance of Horry County Hospital Revenue Bonds for the
purpose of financing the Project will promote and subserve the
objectives of the Act by making accessible to the people of the
State of South Carolina and of the County modern and efficient
hospital facilities at the lowest possible expense to those
utilizing them.

7. The Corporation is financially responsible and is
capable of fulfilling whatever obligations may be imposed upon it
by the financing arrangements that should be worked out in con-
nection herewith, including obligations to operate, repair and
maintain at its own expense the Project, and to discharge such
other responsibilities as may be imposed on it by the financing
arrangement to be worked out.

8. U tilities and public services necessary for the Project
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are or will be made available.
STATE BUDGET & CONTROL BOARO

9. Adequate provision will be made in the bond financing
documents for the payment by the Corporation of amounts suffi-
cient to pay the principal of and the interest on the Hospital
Revenue Bonds to be issued and any reserves therefor and for the
operation, repair and maintenance of the Project at the expense
of the Corporation.

10. At this time, the Corporation estimates that the ac-
quisition, construction, equipping and installation of the
Project will require the issuance of Hospital Revenue Bonds in an
aggregate principal amount not to exceed $30,000,000.

11. The Hospital Revenue Bonds to be issued by the Issuer
will be in an amount not exceeding Thirty Million Dollars
($30,000,000.00) and will be in registered form. Over the life
of such Bonds, payments to the Issuer by the Corporation shall be
sufficient to allow the Issuer to meet the payment schedule on
the Bonds. If the Issuer shall reasonably deem it necessary, a
reserve fund may be established in connection with the Bonds or
in connection with maintenance of the Project. In any event, the
Corporation shall be obligated to pay the costs of maintaining
the Project in good repair and the costs of keeping it properly
insured.

12.  Any Bonds issued hereunder and every act performed in-
cidental thereto shall never constitute nor give rise to an in-
debtedness of Horry County within the meaning of any state con-

stitutional provision or statutory Ilimitation and shall never
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constitute nor give rise to a pecuniary liability of Horry County
or a charge against its general credit or taxing powers.
ARTICLEIN
COMMITMENT TO ASSISTANCE AGREEMENT

Based on the foregoing findings of fact and in order to in-
duce the Corporation to undertake the Project in the County and
in order to carry out the purposes of the Act, the Issuer s
authorized and encouraged to enter into an Assistance Agreement
with the Corporation. This Agreement shall be substantially upon

the terms of the document attached as Exhibit »E 5% Iﬂlisl éesloj_r_-

tion.
ARTICLE _IlI NOV 10 1987 NO. 7

EXECUTION STATE BUDGET & CONTROL BOARD
All documents required in connection with issuance of the
contemplated Hospital Revenue Bonds may be executed by the Chair-
man of County Council (or, in his absence, the Vice-Chairman of
County Council) and attested by the Clerk of County Council.
ARTICLEIV
intent_of_resolution
The Issuer finds, intends, and deHares that this Resolution
shall constitute the taking of affirmative official action by the
Issuer towards the issuance of said revenue bonds within the
meaning of the United States Income Tax Regulations. The Issuer
finds, considers and declares that the issuance and sale of the
Bonds for the purpose set forth in this Resolution will be ap-

propriate and consistent with the objectives of State law.
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STATE BUDGET & CONTROL BOARD

The foregoing constitutes a true copy of a Resolution duly
adopted by the County Council of Horry County, South Carolina on
May 18 , 1987 inducing A tlantic Housing Group, a joint
venture, to locate and construct a retirement home facility in

Horry County, South Carolina.

June 25 f 1987

Clerk, County Council
Horry County, South Carolina
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STATE BUDGET A CONTROL BOARD

STATE OF SOUTH CAROLINA ,
) Minutes of regular meeting on

COUNTY OF HORRY ) August 4, 1987

There was a regular meeting of the Horry County Council on Tuesday,
August 4, 1987, at 7:00 p.m., in County Council Chambers, County O ffice
Building, 103 EIm Street, Conway, South Carolina.

The following were present: Ulysses Dewitt, Vice Chairman, Steve
Dawsey, William F. Brown, James R. Frazier, Robert L. Edge, Jr., Dewey
Kirkley, Paul Prince, David Canty, Gary Steele and Alton Duncan. Staff
members present were Administrator M. L. Love, Jr., County Attorney John
L. Breeden and Gladys A. Allen, Clerk to Council. Chairman McLeod and
Danny Knight, Assistant Administrator were absent.

There were several citizens, department heads and members of the
press also in attendance.

A written notice was mailed to all the radio stations, TV stations
and newspapers in Horry County advising the date, time and place of the
meeting in accordance with the FOI law.

Vice Chairman Dewitt called the meeting to order and James Frazier
gave the invocation.

The minutes of a special meeting of the Horry County Council on
July 16, 1987 and the minutes of a regular meeting on July 21, 1987 were
approved as written and mailed upon motion of Dewey Kirkley and second
of Alton Duncan. Motion carried.

Vice Chairman Dewitt read a Resolution making application to the
State Budget and Control Board of South Carolina for approval of the
issuance by Horry County, South Carolina of its Retirement Home
Facilities Revenue Bonds, Series 1987 (Myrtle Beach Retirement Community
Project) pursuant to the provisions of the Hospital Revenue Bond Act in
the principal amount of not exceeding $30,000,000, for Atlantic Housing
Group, a South Carolina Joint Venture. David Canty made a motion to
adopt the Resolution. L -wey Kirkley seconded the motion, and the motion
carried.

Vice Chairman Dewitt read second reading of Ordinance Number 22-87
granting a non-exclusive franchise to Quarles Cable Company, Inc., to

own operate and provide a cable -“levision service in the County of
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Horry. James Frazier made a motion to adopt second reading of Ordinance
Number 22-87 as read by title. David Canty seconded the motion.

Wi illiam F. Brown pointed out Council has not received a copy of the map
showing the area which they plan to service. David Canty informed
Council he talked with the gentleman with the Cable Company on Friday
and was informed the map was not yet prepared. He advised Mr. Canty
that he would have the map by third reading and if for some reason, he
does not, he will pay for expense for readvertising. Mr. Canty
explained the area they intend to serve is in the vicinity of Surfside
Beach. Mr. Canty requested the County Attorney correspond with
Clearview Cable Company and Cox Cable Company and notify them they need
to apply for a franchise from the County. Motion carried.

Vice Chairman Dewitt read a Resolution honoring Russell B. "Bo"
Shetterly, who has resigned as Executive Director of the South Carolina
Association of Counties after serving in that capacity since 1970.

Gary Steele made a motion to adopt the Resolution. Paul Prince seconded
the motion. Motion carried. (copy attached)

Mike Hogan representing the Grand Strand Sertoma Club of Myrtle
Beach, Inc., met with Council and requested they revise the current
lease and extend for four additional five year options instead of one
five year option. Mr. Hogan informed Council they plan to build a 3,300
sq. ft. brick office building at an approximate cost of $165,000. They
have raised $115,000 and plan to borrow the additional $50,000 needed
from NCNB. Council was informed before the bank will make the loan,
they are requiring a 30 year land lease on the building. The property
owned by the County is on 21st Avenue North in Myrtle Beach near the
Convention Center. After discussion, Vice Chairman Dewitt referred this
to the Building Committee, County Administrator and County Attorney for
review and recommendation at the Council meeting on August 19th.

Vice Chairman Dewitt opened the floor for public input at this
time. Alton Duncan expressed appreciation to Council, the
Administrator, and the Public Works Department for the cooperation and
work that has been done on Gumbo-Limbo Lane in Tarpon Bay. He stated
he has also received several letters from the people expressing thanks

for the work done.
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+330 LADY STREET
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WM SHANNON NELSON BA <9)0
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A BARRON QRIER JP fiBOT-iB*

Mr. William A. Mclnnis
South Carolina Budget and Control
612 Wade Hampton O ffice Building
Post Office Box 12444
Columbia, South Carolina 29211
Re: Atlantic Housing Group
Our file number:

Dear Mr. Mclnnis:

9, 1987

Board

6626/9000

telecopy (BOS) >.»» 3»>b

MYRTLE BEACH OFFICES
Suite b oak street plaza
ITOB north oak STREET
PCS’' OFFICE BOX YB3B
MvRTIE REACH SOUTH CAROLINA AOB'd SBIB
(BOB M BRSI
TEUECOP* (BO3) «B X3T

SIMPSONVILLE OFFICES

= EAST CURTIS STREET
Simpsonville south Carolina jbbs

(BO3) BBY ABB

REPLY TO

Columbia O ffice

Enclosed herewith please find the following:

JHH/db

1.

Enclosures

Executed copy of Inducement Resolution of Horry
County Council.

Executed copy of Assistance Agreement between
Horry County and Atlantic Housing Group.

Copy of Minutes of August 4, 1987 Meeting of
Horry County Council indicating in Paragraph
7 the presentation and acceptance of the
Resolution of this Project.

Should you need anything further to complete the package for
including this matter on the agenda,

please feel free to call me.

Very truly yours,

Julie H. Houston
Legal Assistant
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Nelson,Mullins, Riley & Scarborough
ATTORNEYS ANO COUNSELORS AT LAW
Brenton D. Jeffcoat TH.RO FLOOR KCENftN BU'LDtNG other offices
(803) 733-9432 1330 LADY STREET oreenyille SOUTH CAROLINA

MYRTLE BEACH SOUTH CAROLINA

POST OFFICE BOX OoTO
S.MPSONVILLE SOuTH CAROLINA

Columbia.South Carolina 292ii

TELEPHONE 78BJOOC1

AREA CODE 803
TEcEcoPY "800 E X H IB I I

November 4, 1987
NOV 10 1987 no. [

William A. Mclinnis, Secretary STATE BUDGET & CONTROL BOARD
State Budget and Control Board
600 Wade Hampton O ffice Building
Post O ffice Box 12444
Columbia, South Carolina 29211
Re: Retirement Home Facilities Revenue Bonds
Dear Bill:
Per your reguest, | have enclosed the Distribution List and

Feasibility Study for your review. Also, can you send to us the
current Transmittal Forms for Revenue Bonds.

If you have any questions, please feel free to give me a call.

Very truly yours,

Brent Jeffcoat

BJ/db
Enclosures
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$30,000,000

HORRY COUNTY, SOUTH CAROLINA
MULTIFAMILY HOUSING REVENUE BONDS

1987 Series A

(Myrtle Beach Retirement Community) <
£
ISSUER ISSUER’S COUNSEL W >
(0]
Paul E. Creel Judge John L. Breeden, Jr.
Chairman Post Office Box 1665

Horry County Council
Post Office Box 1236
Conway, SC 29526

DEVELOPER

Philip Kantor
Ben Wolmark

Philip Kantor Associates, Inc.

2856 Lamb Place, Suite 8
Memphis, TN 38124-1414
(901) 363-4000

UNDERWRITER

Don Hawkins

R. H. Moulton ¥ Company
523 W. 6th Street, Suite 412
Los Angeles, CA 90014
(213) 627-5035

(213) 627-8181 (Telecopier)

UNDERWRITER’S ADVISOR

Ira A. McCown, Jr.
Beverly Pfeiffer
MultiCapital Corporation

150 West End Avenue, Suite 20-C
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October 30, 1987

Brent D. Jeffcoat, Esq.

Nelson, Mullins, Riley & Scarborough
P.O. Box 11070

Columbia, SC 29211

Dear Mr. Jeffcoat:

| have reviewed the Feasibility study recently for
the $30,000,000 Myrtle Beach Retirement Community Project in
Horry County, South Carolina. Based on this feasibility study
along with the preliminary plans and specifications, project
pro forma, developer financials and developer resume previously
reviewed, we are willing to provide $30,000,000 of financing
necessary to permit the bonds to be issued.

Based on our commitment to provide the financing,
we have arranged for Bayerische Landesbank Girozentrale to
provide its Letter of Credit, which will allow the bonds to be
rated Aaa by Moody's (the same rating as the bank's other
senior debt issues). Enclosed, as you have requested, are the
past three year's financial statements for the bank along with
its most recent interim report.

Looking forward to completing this financing, |
remain

Sincerely yours,

CH-A
John D. Shearer

Enclosures

cc: Benjamin Wolmark
Stewart Wolmark
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INTRODUCTION AND ANALYSIS OF PRIMARY MARKET AREA

The purpose of this feasibility study is to evaluate the

ability of the proposed fa cility, the Garden C ity Retirement
Center, to achieve full occupancy within a reasonable time.

The proposed facility w ill have three 15 story buildings,
built in two phases, for a total of 402 apartment units. There
w ill be one and two bedroom units built in each building, w ith
some in each speclf l-cally designed for wuse by the handicapped.
A detailed project description w ill be included in the Study and
Analysis Section of the report. The fa cility is targeted for

completion eighteen months after start of construction (Phase 1).

Project is to be built on a 10 acre site at Garden C ity
Beach, South Carolina. The site is adjacent to a residential
subdivision consisting of both single and m ulti-fam ily dwellings.
It is just off Highway 17, the major north-south tra ffic artery
of the Grand Strand area of South Carolina, where there are
shopping and service fa cilities in the immediate neighborhood. A
detailed description of the Grand Strand area w ill be given later
in this report.

This analysis has identified the Waccamaw Region as the pri-

mary market area. It is anticipated that, based on industry
standards, that 707. of the residents who will elect to reside at
a retirement facility will originate from within this primary
market area. The remaining 30% w ill originate from persons who
were vacation visitors or one time year-round residents (m ilitary
personnel. See Illustration MI showing states from which out ot

State tourists originate.

LOCATION OF WACCAMAW REGION. The Waccamaw Region is a three

county district encompassing Georgetown, Horry and W illiam sburg
Counties. This region, w hich is located in the northeastern
coastal area of South Carolina, is bounded by the North Carolina
State line on the north, the A tlantic Ocean on the east, the
Santee River on the South, and Marlon, Florence and Clarendon
Counties on the west. Illustration 2 is a location map showing
the location of the Waccamaw Region in relation to South

Carollna.

GROWTH AND DEVELOPMENT TRENDS OF WACCAMAW REGION. The pri-
mary urban centers are the cities of Conway, Georgetown and
M yrtle Beach. Secondary concentrations of urbanization occur at
North Myrtle Bead., Surfside Beach, Andrews, Hemingway, Kingstree
and Loris. The major growth center is the coastal area known as
the Grand Strand, which is the area between the A tlantic Ocean

and the Waccamaw River in Georgetown and Horry Counties.

The urban centers in the region can be divided into two dis-
tinct types of areas: (1) where development s determined by
shore and river locations, and (2) where development is deter-
mined by inland development.
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INTRODUCTION AND ANALYSIS OF PRIMARY MARKET AREA ICgntldj.)

In the first type development, the established pattern along

the coast is resort-residential and commercial development. In
the past, development has been predominantly low to medium
density transient and seasonal housing. The declining availabi-
lity of prime land and changing economic conditions appear to be
influencing a trend toward more concentrated private and commer-
cial development.

Commercial activities have developed in a random pattern
along the frontage of Highway 17 and major roads w hich provide
access to other shore locations. Major concentrations o-f

transient-orlented commercial developments are located in Myrtle
Beach with Iless intensive uses in other Grand Strand m unicipali-

ties. Continued growth and development pressures are expected to
extend the urbanization of the environmentally sensitive coastal
area.

In contrast to the linear development between the ocean and
the Intracoastal Waterway, growth in Conway and Georgetown has
radiated from a business center outward along established trans-
portation routes. A fairly typical mixture of residential,
commercial, industrial, public and semi-public land wuses has
developed in Conway and Georgetown, Both cities have a stable
year round permanent population and do not have a major influx of

transient residents during the tourist season.

The m ain concentrations of industries in the region are

located in Andrews, Conway, Georgetown, Loris, Hemingway,
tin g stre e, M yrtle Beach and North M yrtle Beach. The junction of
Highways 17 and 721, serviced by the Seaboard Coastline Railroad,
a shipping port along with a new industrial pari and e xisting
Industrial development put Georgetown in the preeminent position
for industry in the region,

Inland there are small urban concentratlons as well as even
smaller communities of less than one thousand inhabitants.
Removed from coastal influences, these towns and communities have
developed as the result of a different economic stimulus. O rigi-
nating as small trade centers for the surrounding rural areas,

they

contain a relatively wunstructured arrangement of land uses.

Single family residences predominate while commercial activities

are

located either in a central core area in pockets or strips

fronting on the major roads passing through the towns.

G7S3G
GRAM) S'I RAM) APPRAISERS. EM __ |



INTRODUCTION AND ANALYSIS OF PRIMARY MARKET AREA JContid”)

The remainder of the Waccamaw Region is Jlargely rural. A
random pattern of cropland and timberland, swamp and fields char-
acterize the region's landscape. The type of development which
has been taking place in rural areas is both farm and rural non-
farm residential land uses together w ith small commercial
activities. B etter roads with improving vehicular access, the
availability of on-site sewage disposal systems and less
expensive land costs have influenced many families to liv e in
rural areas in preference to settling in one of the established
m unicipalities. The resulting development trend is a less than

desired scattered pattern of low-density strip land use flanking
the regional road network.

As the Waccamaw Region continues to grow and develop in
efuture years, hopefully, many of the undesirable land uses w ill
be eliminated and a more desirable pattern allowed to replace it.
Future development should be planned to fit into an overall
environm entally safe pattern of urban and rural development.

Generally this pattern should be urban centers and clusters with
population densities that are high enough to make the provision
of urban services feasible. Rural area development should be
widely separated to keep population densities below levels which
would require urban services.

EXHIBIT

NOV 10 1987 no. 7/
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1972

1973

1974

1975

1976

1980

Year

1972

1973
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1975

1976
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ILLUSTRATION #1 z ORIGINS OF VISITORS ENTERING SOUTH CAROLINA
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Nerh Gatwting Georgia Y - VICU-L'i
Number Number Number Number X Number %
1,982,129 24.7 1,629,037 20.3 4b5.439 5.8 2b4.819 3.3 361.117 4.5
1.147,545 15.5 1,298,121 139 345,543 3.7 494,967 5.3 588.357 6.3
2.383.484 23.3 2.107.286 20.6 470,559 4.6 347,805 3.4 552,396 5.4
2.566.443 22.2 2.554,883 22.1 497,104 4.3 450.862 3.6 612,709 5.3
2.878.623 22.6 2,539.222 20.2 477.675 3.8 653.661 5.2 703,943 5.6

2.290.456 17.4 1,882.617 14 3 1,320.016 10.1 699.153 5.3 935.845 7.1

Pennsy1lvanid Maryland Ohio lennesse Other

Number Y Number Number X Number y Number i
256,794 3.2 176,546 2.2 449.390 56 449,390 5.6 1,990.154 24.8
569,679 6.1 420.255 4.5 728.442 7.8 494.967 5.3 2.951,124 31.6
399.723 3.8 276.198 2.7 503.084 5.7 603,543 5.9 2,516,469 24.6
427.741 3.7 323,696 2.8 635.831 5.5 612,709 5.3 2.878,678 24.9
427.394 3.4 339.401 2.7 666,231 5.3 641,091 5.1 3,243,165 25.8
557.138 4.2 478.874 3.7 659.097 5.0 702,793 5.3 3,621.408 22.6

SOURCE: Waccamaw Regional Flanmng % Development Council

1987 Population & Econom/ Study
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GRANP STRAND AREA CHARACTERISTIC” gyjigQ g

This section of the Study contains a discussion of certain

physical, environmental, community and municipal service factors
pertaining to the general Grand Strand area, the more specific
region affecting Garden C ity Peach, in the which the Garden C ity
R etirement Center w ill be located. These factors w ill have an

impact on the proposed Project's desirability and its absorption.

LOCATION! The subject is located in the area generally

as the Grand Strand, a major tourist attraction on the
northeast coast of South Carolina, the hub of which is M yrtle
Beach. Starting at the North Carolina border, the Strand runs
southeast along the coast about 60 miles to Georgetown. Average
of the Grand Strand is 2-4 miles between the western boun-

o-f the Intracoastal Waterway and the A tlantic Ocean. M ajor
(northwest to southeast) are North Myrtle Beach, M yrtle
Surfside Beach, Garden C ity Beach, Murrel 1's Inlet,

Litc hfield Beach and Pawley's Island. W hile most of the Grand
Strand is in Horry County, the southern 15 miles is in Georgetown
County. Illustration 3 is a map highlighting the Grand Strand of

Carolina.

IQFOGRAPHY: Land is low lying and quite fla t, w ith no
elevations exceeding 50 above sea level. Much appeal for this
is its being more wooded than most beach resorts, and the

and beaches are very clean because there are no har .ours,

shipping or major industry in the area.

CLIMATE: Clim ate is mild year round. It is one of the
country's top localities in annual number of sunshine hours. The
prevailing Gulf Stream breezes mean cooler summers and warmer

winters compared to inland areas.

RECREATIONAL FACILITIES: There are more than 50 miles of
public beaches along the Strand, including two State paris and
several large camping grounds. Sunning and swimming are the

attractions to the area. However, boating, surfing and
fishing are enjoyed as well. Golf is increasing tremendously.

are 42 championship courses in existence with twenty five
under constructlon. Between 1980-1990, more than 30 new
courses are scheduled to open. There are a number of
amusement parfs, many tennis courts & clubs, miniature and nine-
golf, museums, water slides and other attractions. The

M yrtle Beach Blue Jays is a minor league farm team c¢f the Toronto

Jays and its first year of ple*y in 1987 produced favorable

community acceptance.
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GRfiNp STRAND AREA CHARACTERISTICS IC ontid?")

POPULATION: Dun & Bradstreet reports that Horry County's
permanent population grew 257. between 1981 and 1985, ranking
Horry 13th in nationwide growth in a single year's tim e . The
reasonable explanation tor this growth is the popularity of the
Grand Strand as a resort. Horry County s retirement age popula-
tion (65 or older) is predicted to grow at 2 1/2 times the
national average growth rate. Older adults already comprise 11%
of the Horry County population since the Grand Strand is already
an established retirement area. Zoning changes are underway
throughout the County to prepare for the future and ensure
orderly grow th. See Demographsic section of this study for
detailed population inform ation.

EDUCATION: The M yrtle Beach/Grand Strand area ranks high in
the State in educational achievement. Four public school dis -
tricts are within the Strand, i.e ., North M yrtle Beach, M yrtle
Beach, M yrtle Beach, Socastee and Georgetown. There are S iX
private schools, one parochial and one technical school. Horry-
Georgetown Technical College is located between M yrtle Beach and
Conway and provides a well founded variety of courses. Coastal
Carolina College is fully accredited by the Southern Association
of Colleges and Schools.

TAXES:. South Carolina and the Grand Strand hal/e a favorable
tax structure. Real estate taxes are assessed as follows: 47. of
actual value of the property if you live in your home, 67. if
commercial or rental property and 10 1/2% for industrial proper-
ties. The County levy is 145.4 m ills. The homestead exemption
allows homeowners 65 or older to exempt the first 115,000. value
of their home and land from County and special assessment taxes.
There is no household tax applied if you own your home. There s
no State real estate tax in South Carolina.

TRANSPORTATION: There is lim ited local metro bus service
via C.R.F.T.A. (Coastal Rapid Public Transit Authority). There
are several taxi cab companies throughout the area. The M yrtle
Beach Jetport presently has three commercial airlines serving the
east coast. Internatlonal flights are available in W ilm ington
(60 miles north) or Charleston (100 miles south). Greyhound Bus
Service originates in Myrtle Beach, Conway and Georgetown.

ECONOMIC BASE: As expected, the main economic activity
(737.) is tourist related, concentrated in retail trade, lodging,
entertainm ent/recreatlon, restaurants, and service/repair related
ser vices. The leisure industry has shown a consistent 12/. annua,
growth rate.

Construction is continuing steadily. Resort condominium
construction has waned due to large standing inventory; however,
single family construction has remained strong.

Visitors during busy summer weefends w ill spend about 16
m illion daily. In 1935, the tourism industry acti ity reached
tl.8 billion by the IB.6 million visitors.
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GRAND STRAND AREA CHARACTERISTICS ICpntid”".).

It is important to note the increasing year-round diversity

in activity. More emphasis has been put on g o If, conventions K
bus tours, tournaments and retail sales. Thus, some visitors to
the Strand never even see the beach, but visit for other attrac—
t lons.

Golf is an increasing income entity and is included in the
above tourism revenue figures. However, it is noteworthy that
the total estimated direct and indirect income from golf is about

<75,000,000. annually.

Other sports like fishing and tennis attract more visitors

with nationally recognized tournaments. More community festivals
and arts & crafts shows are being held throughout the Grand
Strand.

Expanding bus tour business depends largely on retirees, who
play a major role in the winter activity. An offshoot of the
retiree tourist business is the many retirees who move here

permanently.

The Myrtle Reach Air Force Rase is located just south of

M yrtle Reach. It is one of the newest m ilitary installations in

the

Country, and the total number of personnel (m ilitary and

civilian) is approxlmately 4,050.

A disproportionately large amount of revenue is generated by

this area as compared to the balance of the State.

HEALTH CAREs. The Grand Strand area has excellent medical
fa cilitie s and services available to residents. There are three
major hospitals in the area, two civilian and one m ilitary. The

Grand Strand Hospital located to the north of Myrtle Reach has
complete diagnostic fa cilities and has just been expanded to have

172 beds. Expansion of specific departments is planned. Conway
Hospital is between M yrtle Reach and Conway on Highway 501 w ith
160 beds. It also has complete fa cilitie s . Conway Hospital is
planning a nursing home fa cility on the hospital site . The
M yrtle Reach Air Force Rase has a general service hospital with
25 beds, and there is a full service pharmacy and dental clinic
on base. There are six medical clinics on the Grand Strand.
Grand Strand Hospital has the South Strand Diagnostic Center on
Glenns Ray Road at Surfside Reach. Conway Hospital woill be
constructing a <2 m illion hospital extension in 198e called
Coastal Medical Center and it w ill be located on Highway 17
Rypass near Garden C ity Reach. The Georgetown County Memorial
Hospital has a facility in Murrells Inlet, The Waccamaw Neck
Medical Center with laboratory and radiology facilitie s. Area
clinics include eight chiropractic clinics, a dialysis center,
and six mental health offices and clinics. Some of the medical
services available include, but are not Ilim ited to, other physi-
cians providing outpatient medical services representing all
health care related specialties, over 50 dentists including oral
surgeons, 30-plus optomitrists and opticians as well as others.
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GRAND STRAND AREA CHARACTERISTICS IContide.)

FUNERAL FACILITIES! Funeral homes and services in the Grand

Strand Area are adequate. The Goldfinch Funeral Home has chapels
in Conway and on the Highway 17 Bypass near Garden City.
McMillan-Small and Bullard Funeral Homes are both located
M yrtle Beach, There are at least six other funeral directors

the Grand Strand area.

SHOPPING: Shopping is very good in the greater Myrtle Beach

area. The Waccamaw O utlet complex (west of

Square M all (in Myrtle Beach), and the

(north of M yrtle Beach) provide the major

M yrtle Beach), M yrtle
new Briarcliffe M all
shopping complexes.

Other shopping centers are located throughout the Grand Strand.
There is also central tourlst-related shopping activity in down-

town M yrtle Beach.

CHURCHES! There are 64 churches of

over a dozen denomina-

tions throughout the Strand according to available listings.

FUTURE FLANS: To prepare for continued grow th, several
major items should be mentioned: 1) The area's need for water
continues to grow and municipalities are turning to the Intra -
coastal W aterway as a major new water source. Its sodium and
fluoride levels are less than those in presently used aquifers,
2) Traffic problems, both interstate and local, are being handled

by both major road construction (including a major artery from

Florence, routing tra ffic to both north
areas, bypassing Conway) and by wupgrading

handling. 3) Airline and airport service

and south Grand Strand
local roads and tra ffic

is expected to con-

tinually improve. 4) Zoning revamping county-wide is being done

to accommodate anticipated growth.

SUMMARY: Growth trends in the Grand
jected to continue. They are based both
tions about future conditions.

In conclusion, the subject property
desirable general area. The mild clim ate,
recreation/retirement-oriented actlvitlies
for the Grand Strand's continued appeal.

((RAND STRAND APPRAISERS. INI

Strand area are pro-
on history and projec-

ts located in a very

beaches and tourist/
provide a solid basis
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REGIONAL MAP

ATLANTIC OCEAN

SOUTH CAROLINA’S
GRAND STRAND

12 miles
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NEIGHBORHOOD CHARACTERISTICS

The follow ing discussion w ill focus this portion of the
feasibility study on (1) the trends and factors of the general
area in which the subject is to be built, i.e ., the South Grand
Strand, and (2) the Garden C ity Beach neighborhood. See
Illu stration 4 featuring the area immediately surrounding Garden
City.

It is difficult to differentlate individual neighborhoods
al ong the Grand Strand as the land usage is very sim ilar along
the entire stretch of accessible beachfront properties. See
Illu stration 5 - Land use zones. Therefore, the Grand Strand

area description is much more detailed and is applicable to many
individual neighborhoods along the Grand Strand.

The South Strand area may be defined as the area running
approxi mately from the south C ity Limits of Myrtle Beach to
Georgetown County and between the A tlantic Ocean and the Intra -
coastal Waterway.

Currently more than 30,000 residential units are planned for

construction in the South Strand area. This is the approxim ate
number of dwelling units presently existing on the Grand Strand.
Family members livin g in these 30,000 homes, about 110,000
persons, w ill require goods and service fa cilities in numbers at
least equal to current demands of this nature. And they w ill be
needed in a shorter time frame than existing goods and service
facilitie s because the expansion of the South Strand area is

expected to grow at & much more rapid pace than the half-century
growth period experienced by existing homes and attending fa ciii-
ties .

Land use in this area may be divided into four basic north-

south "strips”: 1) Beach Resort - oceanfront to Highway 17
Business, 2) Commercial - along Highway 17 Business, 3) Permanent
R esidential - between Highway 17 Business and Highway 17 Bypass,
4) Forest/Agricultural/Mixed Uses - between Bypass 17 and the
Intracoastal W aterway. See Illustration 5 showing these four
areas.

The Garden C ity neighborhood is conside’ed suburban and I's
built up approximately 707.. Land use ma/ be described as

commercial, 457. residential and 307. is vacant land.

(.79-15
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NEIGHBORHOOD CHARACTERISTICS (Cont'd.)

Garden C ity consists of shore -front/resort single and m ulti-
family dwellings and a commercial district between the beachfront

and Highway 17 Bypass ("S trip " Zones 1-3), a distance of
approx 1m ately 2 1/2 miles. This area is rapidly developing into
residential subdivisions, some with adjacent golf course -facili-
ties. Developments include Woodlake Village, Spring Forest,
Kings Grant and JamesTowne (the subdivision in which the proposed
project w ill be located). From the Bypass to the Intracoastal
W aterway is approxIm ately another 5 m iles and is prim arily
agricultural w ith scattered residential applications ("S trip "
Zone 4). R esidential subdivisions wunder construction in this
area include Island Green, M yrtle Beach Golf & Yacht Club and
Tern Hall Plantation.

Immediately adjacent to JamesTowne is an established
restricted "adult" community comprised of mobile homes, most of
them on permanent foundations. It is a quiet, w e ll landscaped
community w ith good appeal. There are 492 sites already built,

w ith a second phase of approximately 100 additional sites to be
completed by late 1938.

Advantages of this neighborhood include ease in accessing
restaurants, shopping centers, hospital & health care facilitie s,

churches and entertainment centers. The resort activities are
primarly restricted to the area located between Highway 17
Business and the beachfront. There is adequate public beach

access to allow beach usage by perimeter residents.

OVERALL NEIGHBORHOOD RATING: good AVG FAIR POOR
Adequacy of U tilitie s XX
Police and Fire Protection XX
Property Compatlbl 111y XX
Protection from Detrimental Conditlons XX
Appeal to Market XX
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SITE CHARACTERISTICS  oraATE BUDGET & CONTROL BOARD

D etails concerning the site and its immediate surroundings
w ill be examined here. Refer to Illustration 4 for exact physi-
cal location of subject.

The proposed Garden City Retirement Center will be situated

in an established residential subdivision called JamesTowne,
located just west of Highway 17 at Garden C ity Beach. JamesTowne
was established in 1973. It is predominantly a single family
subdivision. There are a few duplexes, 96 apartment units and 31

condominiurns.

The Retirement Center w ill be situated on a 10 acre site
w ithin JamesTowne. Access w ill be through the subdivision via
Heritage Road.

Site is mostly wooded, flat and well drained. It is not in
a HUD Flood Zone per FEMA Flood Hap Panel #450104-03043. Flood
Zone should be confirmed by a registered land surveyor. There is
no zoning applicable from any municipallty. Minimal site prepa-
ration is needed, as is typical in this area.

There is easy access to Highway 17, the main north-south
tra ffic artery of the Grand Strand. JamesTowne is adjacent to
Garden City Beach's business district. W ithin one mile of the

subject are the following amenities:

Public beach access

Recreational ? amusement fa cilitie s

More than a dozen restaurants, including several speclaity
restaurants, a McDonald s and a donut shop

Several churches

Doctors' o ffices

Fhar macl es

Two super markets

Three fast food stores/gas stations

One discount department store

Three bank s

A dry clearier s

Several furniture stores or accessory shops

Scattered specialty shops along Highway 17 in either of
the two neighborhood shopping centers or in free standing
buildings

The proposed Garden C ity Retirement Center is, therefore, in
a desirable community with adequate neighborhood amenities.

07949

GRAND S'l RAND APPRAISERS, INC



DESCRIPTION OF RETIREMENT HOUSING COMMUNITIES

The -feasibility study necessarily needs to address the types
retirement housing currently utilized throughout the country.
advantages o-f the senior residential housing concept chosen
the Developer -for the subject Garden C ity Retirement Center
briefly discussed here and provide a good preface to a

A working knowledge o-f the physical, psychological and
social needs o-f the elderly is essential when designing and
developing retirement housing -facilities. The a b ility to -foresee
-future needs is crucial to a well designed retirement community.

Care and housing o-f the elderly has historically been the
responsibility of the -family, with government subsidies available

prim arily -for those without other means o-f support. Today,
because o-f greater longevity and good health, many seniors have
established economic and social independence and are remaining
independent longer, choosing to remain in their own homes or in
ret lrement housing among their peers. These are the "woell
elderly”, who are o-ften -financially independent, a phenomenon

w hich has led to increased housing demand -for independent living
retirement communilles.

Retirement housing has traditionally included -four types o-f
housing and levels of care:

- Nursing homes -for long-term residence and intensive nur-
sing care;

- Board and care mfacilities -for persons requiring assistance
in daily living and less intensive nursing care;

- Lifeoare retirement -facilities which o ffer full-service,
lifetim e medical and residential services; and

- Senior residential housing for those who do not need
medical aid but who wish to live in an adult facility
w hich includes amenities and social programs designed
specifically for retirees. This is the concept proposed

for the subject project.

The full service "lifecare" concept requires the payment of
a substantial in itial occupancy or endowment fee, plus ongoing
monthly service charges which cover medical care.

In contrast to lifecare facilitie s, a nhewer concept has
resulted in a facility that charges only a single monthly fee.
This type fa cility offers essentially the same services as life -
care fa cilitie s, but persons rent rather than own their ur.its and
there are no entrance fees. both lifecare and monthly fee faci-
litie s have medical and nursing services available; however ,
lifecare communities always have a licensed nursing center w ith
fully skilled medical staff available at ail times, whereas some

monthly rental fa cilities have them and others do not.

07950
16
GRAND STRAND APPRAISERS. BNT



DESCRIPTION OF RETIREMENT HOUSING COMMUNITIES IC ont~d-I

Senior residential housing is for elderly people who do not

need any supportive services or assistance. Such housing ranges
from privately owned individual housing units to specially
designed adult-only communities. Health-related facilities and

services are not provided as an integral part of housing for
independent living.

There has been a growing national need for fu ll service
retirement housing and a definite s hift from the lif ecare
approach to the monthly fee structure.

The monthly fee concept of full service retirement communi-
ties is a relatively new solution to the physical and social
needs of the well-elderly, and essentially provides the service
program of lifecare fa cilities, but on a monthly fee basis.

In the past, retirement or well-elderly housing has been a
situation where the tenant had the services of the management
available to him for things they were not able to do for them -
selves, such as transportatlon, grocery shopping and errands.

However, the concept for the subject is relatively new, that

is, only 2-3 years old. Management adds the features of a
central kitchen and congregate dining (although full kitchens are
furnished in each apartment) and the provisions for a more active
life sty le , for example, an exercise room, crafts room, swimming
pool, and the services of a full time social director.

At this time the contrast between tenants of conventional
apartments and tenants of a retirement apartment complex should

be noted. Conventional apartments are generally rented to a very
mobile group of prim arily younger people. These people will
choose their rental based on price, location and pro Im ity to
their worl. However, the well-elederly are quite different when
they choose a retirement apartment. They are usually leaving the
home in which they've |lived for many years, and which usually has
extensive equity. These people give much mare weight to their
decision on where to live and stay for an extended period of
tim e. The average lease term is five years plus. Rental prices
are secondary to their priorities of security, safety, and
life sty le . The fact that these people will made friendships
among their peers in the retirement facility enhances thex»r

desire to stay there for as long as possible.

This type of elderly housing fa cility offers a full range of
services to its residents including, but not Ilimited to a meal
progr am, laundry , houtel eeping and maintenance services, ano the
availability of health care services (nursing care) either on-

site or o ff-site .

C7951
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DESCRIPTION OF RETIREMENT HOUSING COMMUNITIES ICont~d.)

M onthly fee fa cility financial and ownership questions are

much less complicated than Ilifecare because the projects are mar-
keted on a rental basis with a two- or three-month deposit. The
tenants are leaseholders for a predetermined period and,
therefore, have provisions that clearly define the termination or
extension of their lease. Consequently, the monthly fee fa cility

has a much larger market and does not require that residents tie
up their funds.

In addition, because monthly fee faclllty residents are
renting their apartments rather than purchasing them, they do not
need to pay the large one—time up front endowment fee that would
be required by lifecare. Thus, these residents suffer no loss of
interest on their money.

In conclusion, m onthly fee facilitie s appeal to a much
broader segment of the older population and present less initial
risk for the developer of the fa cility. A complete discussion of
the fee planning and e lig ib ility requirements as well as physical
details of the subject proposed project w ill be discussed later

in the study.
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PROJECT DESCRIPTION

The Barden C ity Retirement
residential

common and support fa cilities for
who wish to reside in a community of

Center w ill provide housing and

elderly citizens

self-care residents.

The proposed project w ill be a monthly rental full service
retirement community consisting of three fifteen story buildings.
Each building w ill comprise 134 apartments for a total of 402
units. There are central support and common areas for rental
management, security o ffices, dining, work and cra ft areas,
social activitie s, laundry other habitation support

facilitie s . O ff-street parking

located around the perimeter of

the property w ill provide 500 spaces for tenants automobiles.
Each building w ill have two elevators.

Buildings w ill be constructed from reinforced concrete, and
party walls between units w ill be concrete masonry with dryw all
finish . This construction provides fire resistancy and sound-

prooflng.

Each building w ill have 92 one
two bath apartments.

and 42 two bedroom,

bedroom,

one bath apartments
There w ill be 14 tw o

bedroom units in each building specially equipped for the hardi -

capped. Two lounges w ill be provided

Units with eastern exposure w ill

on each residential floor.
ocean view from about Floor

4 and up. W estern exposure w ill have a general wooded view.

The units' individual construction features include the
following features: a balcony off each Iliving room, thermopane
windows and doors, and individual heat pumps and therm ostats.
Bedr ooms have walk—n closets. Modern ki11Chens include
range/oven and hood, dilshwasher, disposer and refriyerat or

Baths have cultured

include painted walls,
Each unit has additional storage
based on the fact that the vast

marble vanities
wainscot. Tubs are porcelain enameled.

stained wood doors,
space, Units are unfurnished,
m ajority of retirees

and ceramic floors & tub
Interior finish item s
carpet and drapes.

prefer to

make their apartments "like home".

Fire protection and security will consist of autom atic
sprink lers in all units, smoke detector s, stand pipes, secur Ity
locking devices and intercoms for units monitored at the security
of flce.

A ll utilitie s (including electricity, water/sewer, fire
alarm & smoke detection devices, and emergency call system) are
furnished w ithin the rental structure. Telephone and cable 'V

are e>tr as paid by tenants. lhere a nurse on duty 24 hours a
day.

The emergency call systen is designed to allow residents to
call the security office for emergency medical attention. Ihi
system is in all bedrooms and baths the fa cility .
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PROJECT DESCRIPTION (Cont'd.)

The units equipped tor the handicapped are slightly modified

to accommodate a person confined to a wheelchair. Sinks are a
lower height, w ith an opening below the countertop and plumbing
moved back to allow wheelchair access under the sink. bathrooms
are slightly larger and with extra grab bars. Doorways and halls
are larger. Cabinets are modified. It has been noted by the
Developer that the entire Retirement Center complex is accessible
to a person in a wheelchair. Items such as elevator size and
placement of floor buttons are given attention in order to make
this possible. The guideline for this set of construction cri-

terion is set out in the North Carolina Code for the Handicapped,
a State code that has been adopted by other States and individual
projects. The A tlantic Housing Group (The Developer) has used
this Code in the design of the Garden C ity Retirement Center.

A menities and Support Services

An outdoor heated swimming pool with fenced area is easily
accessible from the activities building. It is shown on the Site
Plan (1l1llustration 6).

A dditionally, there is a dining room, cocktail lounge,
billiards room, library and reading room, beauty shop, barber
shop, exercise room, crafts room and a meeting room.

Services included in the monthly rental fee are:

-A Il utilitie s (except telephone and cable TV,

- Weekly housekeeping

- Wee,ly flat linen laundry service

- Free self-service personal laundry fa cilitie s on each
f loor

- Grounds & apartment staff maintained

- Valet parking

- Limousine service (subject to 24 hour notice and avail-
ability

- Scheduled transportation

- Two meals per dc*y in center s dining room

To create a par,-like atmosphere to the site, extensive
landscaping and grounds preparation is planned. There w ill be
several paved wallwal/s for strolling and benches throughout the
site .

Phasi DQ

Two towers (along with support buildings, etc.) are included
in construction of Ph«tse |I. This w ill mean that 263 (184 one
bedroon. and 84 two bedroom, .apartments w ill be constructed.

Phase 1 is targeted to open 18 months ufter construction begins.
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The Development

Team

The Development Team for the Garden C ity Retirement Center
is The Atlantic Housing Group, a joint partnership of Benjamin
Corporation, a Tennessee Corporation and Atlantic Group, Inc., a
South Carolina Corporation.

The A tlantic Housing Group partnership has been formed for
this project.

The Benjamin Corporation has had extensive experience in
housing projects, hotels, shopping centers, etc. Principles of
the Benjamin corporation have been active in rental housing for
the elderly prim arily in the Tucson, Arizona for the past twenty-
plus years, since the early 1960's.

One of Atlantic Group's principals has been past Regional
Vice President of the National Association of Homebuilders and
for many years chaired the Sub-Committee for Housing of Senior
Citizens. The A tlantic Group is responsible for about 5,038
single family homes, apartments, etc. A tlantic Group has a com-
bined experience of 65 years in the industry.

As briefly explained in the Description of R etirement
Housing Communities section, the Developer is utilizing a
relatively new concept in retlremerit/el derly housing. Only in
the last two to three years has the idea of adding the fa cilitie s
for congregate dining and increased social activity been
utilized. There are only a few national management companies
that are experienced in executing the management of this newly
conceived retlrementment center idea. Retirement Housing
Corporation is the management group to be handling the marketing,
management and consulting services for the Garden C ity R etire -
ment Center.

The Management Group and Concept

Economic feasibility of the Garden C ity Retirement Center
w ill depend on the ability of the Management to successfully
attract qualified residents and maintain a substantial sales and
occupancy level.

It is the goal of the Retirement Housing Corporation to
lease 20-25% of the project by the time operations in the project
begin. As soon as it is safe and feasible, a leasing o ffice s
to be made available. Potential residents are more attracted to
a full scale model of a unit than tc. pictures and floor plans.
Therefore, a model unit w ill lik e ly be utilized to allow
potential residents to actually visit one of the units.
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EXHIBIT
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PROJECT DESCRIPTION : Management iCont/d. > gggQfj & CONTROL BOARO

MARKETING w ill be done via local media, but prim arily by
direct m ailings. The strategy w ill be -formatted specifically for
the over-55 market. M arketing personnel are trained in sales
methods that cater to the elderly. There w ill be on-site market-
ing operations. A literature package w ill be used, depicting the
guality and life style concept. That direct mail is to be the

backbone of the promption. 1 plan is strongly stressed by R e tire -

ment Housing Group in their proposal to the Developer.

It is noted that a high front end cost of marketing (that
woill decrease as the base of interested prospects is developed)
has been budgeted by Management's proposal. The Management
Group explains that their experience is that it is less costly
overall to have a higher initial budget projection for marketing
rather than risk a slow lease-up, forcing money from other budget
areas for marketing. Therefore, m arketing budget is initially
very aggressive, then decreases.

The m arketing e ffort woill also place a good deal of
importance on targeting the children of the well-elderly, as

their assistance is wusually sought on the decision to move into a
retirement fa cility .

made

Financial reports by Management to the Devleoper are to be
regularly and thoroughly. Detail as to content of these

reports is contained in Retirement Housing Corporation s proposal

to the Developer.

LEASE uP TIME for a retirement rental community lik e the
subject is cited by Management as historically taking
approxim ately 507. longer than conventional rental apartments.
R etirement Housing Corporation predicts that the project w ill be

20-257. leased when the doors open for the Center.

807.

Retirement Housing Corporation data projects that a total of

of the initial tenants w ill come from a combination of 507. of

people currently living within the immediate 5 mile radius of the
subject and 307. from within the County or a 5-10 mile radius of

the

subject. They project that only 207. w ill come from different

parts of the State and various areas of the Country.

However , as discussed in the Analysis of Primary Market sec-

tion, this 807./12071 m iX w ill lik e ly be different for this
tourist/recreatlonal area known as the Grand Strand of South
Carolina with such o large in-migration, as further substantiated

in
to

the Demographics section. A study of local statistics leads

the conclusion that initial occupancy would consist of 707.

primary market area and 307. from other parts of the S tate or
Country.
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PROJECT DESCRIPTION - Lease-Up lime

As was brie fly stated ear-rlier,

rented m o stly to young single
apartment they rent is,
They are a very mobile group.

most im portantly, proxim ity to
bearing on their selection of an

group is uswually quite price sensitive

to rent.

In contrast, the well-elderly

rent profile.
over). O ften, they are leaving

for many years, and upon which there
in which extensive equity exists.
home to an apartment in the later
ficant event than it is to the
Therefore, this group

mentioned.

mobile. More weight is given to
Rental prices are secondary to
safety, dignity and life sty le .
elderly w ill have a significant

on where to locate.
their retirement apartment for a
years).

more o ften

These older

iC ontld.)

conventional apartments are

or young fam iliies. The

than not, their -first home.
location of the rental, and
work, has a significant
apartment. This young, mobile

in their decision of where

present a drastically diffe -
They are usually 65 or older (m ajority are 72 and
home in which they have lived
is little or no mortgage and
Transferring from a permanent
years of life is a more signi-
young mobile group previously
of older people is not highly

decision on where to live.
priorities of security,

The children of these well
input on their parents' decision
folks are likely to liv e in

tern (usually at least five

Additionally, the friendships the retirees mate at the

fa cility, and not the lease instrument itse If, have a significant

positive impact on their decision

Thxs background inform ation

stay as long as possitie.

given to allow the reader to

better understand why the marketing program of a rental

retirement apartment fa cility differs
lease-up traditionally tares
"plus” of the well-elderly
for a long lease term (five
stay).

apartments. W hile it is true

up to 523X longer, the outstanding

tenant is that he is likely to

years was found to be the average

Retirement Housing Corporation

from that of conventional

presents a very confident

report of their capability in marketing and management based on

their expetlence. They cite that
difficulty in Arizona

facilitie s in
these Cirumstances, they point

in management and marketing s kills
project.

avoiding problems on a new
Corporation w ill supervise all

Center and of managing a well run

they have helped turned around

and Texas. Success under
provides them greater depth

to assist the Developer in
Retirement Housing
day-to-day activities at the

facility .
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ILLUSTRATION 6 ~ PROJECT SITE PLAN
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ILLUSTRATION 8 - GROUND FLOOR PLAN

GROUND FLOOR PLAN
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ILLUSTRATION 10 - ONE BEDROOM UNIT SKETCH

E X H IB IT

NOV 10 1957 no. [

ONE BEDROOM UNIT - 684 S.E. state BUDGETS CONTROL BOARO

G 7952
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ILLUSTRATION 11 - 982 SF 2 BEDROOM UNIT SKETCH

TWO BEDROOM UNIT - 982 S.F.

connnjon
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ILLUSTRATION 12 z 1070 SF 2 BEDROOM UNIT SKETCH
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ILLUSTRATION 13 3 1070 SF 2 BEDROOM HANOICAFF ED UNIT SKETCH

THO BEDROOM HANDICAPPED UNIT - 1070 S.F

GTS"™
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FEE SCHEDULE AND ELIGIBILITY REQUIREMENTS

This portion of the study describes the Project's monthly
mfee plans and e lig ib ility .

Rents paid are for unfurnished wunits and include a ll the
services previous|y descrlbed in the PrOjeCt Description SeCtiOn,
including: all utilitie s (except telephone and cable TV), weekly
house! eeping, wee! 1y f]| at linen laundry service, free self-
service persona| |aundry faCilitieS on eaCh f|00r, grounds and
(subject to 24 hours notice and availability) , scheduled trans-
portation’ tw o meals per day in the center S dlnlng room. The
Developer is th e data Ssource for the rent schedule supplied
herein.

Rents w ill run as follows:

One Bedroom Unit - single occupancy - t1,050.-$1,100. /month

Iwo bedroom U nit*- single occupancy - t1,300.-t1,400./month

Additional person w ill be <300./month

*A11l three types

V ariations in rent apply prim arily to view amenity. The
premium rents w ill be those with ocean view. As mentioned
before, floor 4 and up with eastern exposure w ill have an ocean

view.

Leases are w ritten for a one year term and require a two

month

E

security deposit.
lig ib ility requirements are:
Tenants must be age 65 or older

Tenants must be in reasonably good health so as to live in

this self-care facility
Tenants must meet credit requirements set by Management
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DEMOGRAPHIC CHARACTERISTICS

This section of the fe asibility study analyzes historical

demographic inform ation to project future trends with regard to
eligible persons who would be attracted to the subject community.
Characterlstlcs include population, age, sex and race for the
primary market area. Projections to the year 2000 are presented
at the end of this section. Horry County, where the subject pro-
posed project w ill be located, is the County in which the most
activity in the Primary Market Area w ill be seen.

A. PRIMARY MARKET AREA

k ECEUlatign trends

The Waccamaw Region has both a permanent (resident)
populatlon and a large non-permanent (tourist) population. In
analyzing the region's population, each type of population is
discussed individually. First, the resident population and the
resulting migration trends are presented, and then tourist popu-
lation is discussed.

RESIDENT POPULATION. A review o-f past population trends
indicated that the three counties within the Waccamaw Region
increased in population between 1940 and 1950. In the decades
between 1950 and 1970, only Horry County showed an increased
population. In total, the region's population declined by 6,242

between 1960 and 1970.

Recent population -figures show that the trend o-f declining

population has been arrested. Between 197Z and 1960, each of the
counties gained in population and the 1980 total region popula-
tion is 182,106. These resident population trends are shown in
Illustration 14. It is significant to note that Horry County is

13th in the Country in permanent population growth.

MIGRATION TRENDS. Investigation of the population grow th
w ithin the Waccamaw Region between 1970 and 1980 reveals a net
nigration increase of 26,207 or 197.. During this same perioc,
the S tate of South Carolina had a net increased m igration of
10.52. This would indicate the Waccamaw Region is growing faster
than the State as a whole, a positive factor in anticipating the

need for the subject retirement center in this area.

of the counties w ithin the region, W illiam sburg County
showed a migration loss. Georgetown County reflected a moderate
increase and Horry County recorded the largest increase in
migration of 31.1 percent. These trends are shown in

l111lustration 15.

G79S7
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DEMOGRAPHIC CHARACTERISTICS - Population Trends (Cont.dJ

A brealdown of migration trends by race showed the w hite
population with a net migration increase of 29.9 percent in the
region. Horry County showed a white population 1ncrease of 387.,
Georgetown County recorded 26.27. and W illiamsburg County 37.. The
percent of net migration Increase for the region in this category
was 18.37. higher than the State s. Illu stration 16 denotes the
m igration trends of the white population.

Past planning studies of the reqion noted a major out-
m igration of the non-white population. This trend has reversed
w ith the non-w hite population in the region recording a net
m igration increase of 858 people or 1.6 percent between 197(0 and
1980. Horry County and Georgetown County recorded net 'ncreases,
w hile W illiam sburg County recorded an out-migratio. Non-white
migration trends are shown in 1llustraté&-»n 17.

TOURIST POPULATION. The r t'on has a large seasonal tourist
population. This popular on is attracted to the region prim arily
by the Grano Strand s beaches, A significant increase in the
tourist population has occurred in recent years. In 1972 almost
2,900,000 tourists visited the region. By 1980, this tourist
population exceeded 3,603,520, an increase of about 24.3 percent
in the eight year period. The tourist population for the
Waccamaw Region and South Carol na is shown in |Illustration 18.

Although the tourist population in the region increased
significantly during the 1972-1980 period, the tourist population
in South Carolina increased at a more rapid pace. In the period,
tourist population in the State increased by almost 4.5 m illion
people. In 1972, the Waccamaw Region attracted 36.17. o-f this
total population: however, in 1980, the region attracted only
29.37. of the total state tourist population. | 1lustratlon 19
shows the number of visitors entering South Carolina destined for
the Waccamaw Region.

2. ROFULAT ION DISTRIBUTION

Investigation of the 1980 census data revealed that the
population of W illiam sburg County was prim arily rural, w ith
almost 90 percent classified in this category. Horry County con-
tained the highest percentage of urban population in the Region
w ith 34.87.. Georgetown County reflected a decrease in the
percentage of urban population between 1960 and 1980 because of a
faster growth rate in the unincorporated areas of the County.

Illu stration 20 shows the wurban-rural population b/ percent
for each county, the region and the state. The table indicates
quite clearly that the Waccamaw Region is much mor e rural in
character than is the state as a whole. Over 717. of the region
is classified as rural as compared to only about 45.9 percent of
the state being considered rural.
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DEMOGRAPHIC CHARACTERISTICS - Population D istribution (Cgntrd”l

Resident population of the Waccamaw Region is not equally

distributed throughout each county. The permanent population is
concentrated prim arily in six Census County D ivisions in the
eastern section of the region. Of these six divisions, four are
in Horry County (Myrtle Beach, Conway E ast, L ittle River and
Conway) and tw o are in Georgetown County (Georgetown and
Waccamaw). ‘Waccamaw is the area primarily just below the Horry
County line close to the beaches in Georgetown County. All of
the above areas can be seen in |Illustration 2 on Page 5. These
Six divisions contain approx lmatiley 56% of the region’'s
population. The resident population trends by Census County

D ivision and municipalities are shown in 1llustratlons 21, 22 and

AGE This analysis of the age structure of the population
provides dependable inform ation relative to the population burden
that the regional economy must carry. The population that ma*es
up the productive sector, or primary work force, is the group
between ages 19 and 64. The size of this group, when compared
with the age groups at both ends of the population spectrum, is
an indirect measure of the health of the economy.

The size of the age groups in the dependent sectors of the

population provides additional Important inform ation. The age
group up to eighteen years provid es data concerning future educa-
tion needs, future work force potentials and new household
potentials. The data derived fram the age group of sixty-five
and older can provide inform ation for the establishment of new or
amended policies concerning programs for the aging. This is, of
course, the age group of primary importance in this fe asibility
study.

Investigation of the various age groups within the region

indicates that the percent of the population in the productlve

sector increased. The age group of sixty-five and over increased
from 4.9 percent of the population in 1960 to 9.3 percent in
1960 in Horry County. The percent of resident population by age
for each county is shown in |Illustration 24.

SEX. A review of the male-female population in the region
shows that in 193B, females composed the largest part of the
populatlon. Females accounted for 94,101 persons or 51.7 percent
of the total Waccamaw Regional population. This percentage is
slig h tly higher than the state average of 51.4 percent.
Illu stration 25 shows the male-female composition of the region
and state in 1980.

RACIAL COMPOSITION. It was noted in the migration trends

discussed earlier that out-migration of the non-white population

was

significant. This trend has caused a change in the racial

composition of the region.
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DEMOGRAPHIC COMPOSITION - Population Characteristics ACont d.2

A review of Illu stration 26 shows that the non-w hite
population constituted 44.2 percent o-f the region in 1960 and
only 36.4 percent in 1980. The region's population contains a

larger percentage of non-white population than the state.

Of the counties w ithin the region, the m ajority of the
population in W illiamsburg County and Georgetown County was non-
w hite in 1960. However, in 1980, the population of Georgetown
County was mostly white. In W illiamsburg County in 1980, popula-
tion was s till mostly non-white. Horry County varies from the
other two counties. In 1960, approximatley 73% of the population
in the County was w hite. By 1980, whites comprised 77.1% of the

racial composition of the County.

EDUCATION. The educational attainment of the population is
an increasingly important factor in the continued socio-economic
development of a region. Data from the 1980 census shows that
11.4 percent of the region's adult population completed four or
more years of college. The County containing the largest percent
of the adult population in this category was Horry County w ith
12.5%. Education level of the adult population in 1980 is pre-
sented in Illustration 27.

INCOME. Per capita income is one of the most available
indicators of the economic well being of the population. I't
notes the e fficiency of the economy and the support that the
economy provides for the population. Per capita income figures,
however, are of little value unless they are compared w ith

regional and state data.

The per capita incomes for the Region, the St«ate, the
Southeast and the United States for four stated years are shown
in Illu stration 28. Of the counties within the region, Horry
County m aintained the highest per capita income during the
period. W illiam sburg County had the lowest per capita income

during the period, and was T2,44Q Ilower than the state in 1980.

Median family income is another indicator of the economic

well being of the population, W hile improvements were noted in
this indicator between 1970 and 1980, the region s till ranked
below the state in mediam family income. The positive point here
is that the median family income for each county is increasing at
a faster rate than the state, The median family income for the
counties and the state is shown in Illustration 29.
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EXHIBIT

NOV 101987 o

In order to adequately plan for future growth and develop—
ment of the Waccamaw Region, it is necessary to know
approximately the number o-f people that w ill be living in the
region at a given time in the future . This inform ation is
extremely important to local o fficials in m aking long-range
deci5ions concerning capital improvement projects and to
developer5 of the project like the subject.

Since tourism plays such an important role in the Waccamw

Region, this population sector should be considered along w ith
the resident population. Services and facilitie s must be
considered for both groups. To adequately handle this situation,
three separate sets of population projections were developed.
First is the resident population. The remaining two projections
are the tourist population and the peak day projections. The
peak day projection presents the sum of the firs t two
projections. Illu stration 30 shows population projections for

the three counties and the Waccamaw Region.

To identify growth trends w ithin each countyh, the
population was projected for each Census County D ivision. Since
the subject is to be located in Horry County and Horry woill
demonstrate the most significant growth, Illu stration 31 shows
Horry County's projections. It should be noted that generally,
the easternmost census divisions w ill experience the largest

increases in population.

TOURIST POPULATION. Although the tourist population is
seasonal , local governments in the region must provide services
and community facilitie s to meet the needs of these people.
Based on projections from the Grand Strand Environmental Impact
Statement (EIS), the tourist population is expected to increase
from 302,870 visitors in 1982 to 392,243 visitors in the year
1997. The population projections for the region's resident and
tourist populations are shown in Illustration 32. The combina-
tion of these two populations provides a peal day number for the
regional population. In 1982, the peaf day population was
354,870. In 1997, it is expected to exceed 496,418.

B._ SECONDARY MARI ET

As previously discussed in the Analysis of Primary Marlet
area, 307. of the anticipated tenancy for the Retirement Center | s
projected to come from other parts of South Carolina and the
United States. Illustration #1 showed the states from which the
m ajority of out of state visitors come to South Carolina.
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DEMOGRAPHIC CHARACTERISTICS - SECONDARY MARKET (Cont'd.)

On a national level, South Carolina is the third fastest
growing retirement state, behind Florida and Texas. The re tire -
merit housing market is on the verge of unprecedented and
sustained grow th. The uUu.sS. Census Bureau projects that the
population over age 65 w ill increase from 28.6 m illion in 1985 to
35 m illion by the year 2000. Many of these people have been
living in the will continue to |live in retirement centers.

Many retirem ent centers are attracting Americans between the

ages of 55 and 65. This trend is expected to continue. It is
most lik e ly that because this area is tourist/recreational
oriented, it will attract younger retirees, i.e ., those who
retlre early, including m ilitary retirees who were once stationed

in the Myrtle Beach area.

Since statistics show that 35-407. of persons in nursing
homes could liv e in a retirement center, the market Indeed
appears favorable for a center such as the subject.

C. EMPLOYMENT FORECASTS & OVERVIEW OF ECONOMY

Th1s discussion w ill offer a projection of employment and a
summatlon of economic forecasts for the primary market area.
Illu stration 33 gives a categoric projection of employment by
County and for the region, Consistent with other activity pre-
viously discussed, Horry County shows the most accelerated
grow th.

Employment projections were developed from annual employment
estim ates from 1970 to 1980 which were supplied by the South
Carolina Employment Security commission and the South Carolina

D ivision of Research and S tatistical Services. The method used
for the projection chart was "linear regression". This methcd
assumes that the national economy w ill continue upward, techno-
logical change w ill continue to advance the economy, transporta-
tlon system in the Waccamw Region w ill be improved, am enities
associated w ith urban living w ill be available, employment &
industrial location trends will parallel those of the 1970 s.

The economy of the Waccamw Region has changed in the recent
past from agricultural to manufacturing, trades and tourism. The
present economy is continuing to diversify, bringing a better
balance to the region.

Tourist populations bring major ramifications on trades and
services, causing high and low sales and employment cycles in the
area. However, the tourist season is Jlengthening with the promo-
tion of non-water related activities.
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DEMQGRPHIC CHARACTERISTICS (Cont;d.)
P-. SUMMARY

The resident population in the Waccamaw Region has undergone
considerable change in recent years. The population loss w hich
occurred between 196B and 1970, through a rather large out-
m igration and a notable increase in population. This new trend
is expected to continue.

Although the present resident population is largely rural in
character according to Bureau of the Census definitions, it is
expected to become more urbanized in the future. These changes
are due to the overall changes taking place in the economy, w ith
manufacturing and distribution activities playing larger, more
dominting roles in the existing economic activities.

The present annual tourist population of over 3.5 million 1s
expected to continue to 1lncrease.

E xisting resident population is not equally distributed
throughout the region or even within each County. Over 56*. of
the population is concentrated in the eastern sections of
Georgetown and Horry Counties.

The per capita income level, w hile lower than the state
average, is increasing at a faster rate than the states. The
expectation is that these trends Will continue at an accelerated
rate.
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REGIC .AL RESIDENT POPULATION TRENDS

ILLUSTRATION #14 -
1940- 1980
COUNTIES 1940 1950 1960 1970 la s fi
Georgetown 26.352 31.762 34.790 33,500 42,461
Horry 51,951 59,820 68,247 69,992 101,419
Williamsburg 41.01 1 43,807 40,932 34,243 38,226
Waccamaw Region 119.314 135,389 143,977 137,735 182,106
South Carolina 1,899.804 2.117,027 2,382,594 2,590.713 3,121,833
SOURCE: U.s. Department o-f Commerce, Bureau o-f the census,
Census of Eopulatl®on i?40a 07® sDU A?8C, and
Waccamaw Regional Planning V Development Council , i? 8]
07974
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ILLUSTRATION 15 z MIGRATION TRENDS OF WACCAMAVJ REGION & s.c.

HifiulallQn Change 1970-1980 Components of Change 197Q-1980

Net Migration

Area LS7Q L9BQ tic S. Births Deaths Increase NO.

G'town 33.500 42.461 8,961 267 7,624 3,305 4,319 4,642 139

Horry 69.992 101,419 31,427 449 16,663 6,999 9,664 21,763 311

Wmburg 34.243 38,226 3.983 116 7.520 3,339 4,181 -198 -06

Wacc Reg 137.735 182,106 44.371 322 31,807 13,643 18,164 26,207 190

SC 2,590,713 3,121,833 531,120 205 497,141 238,988 258.153 272,967 05
SOURCE: S.C. budget & Control Board, South Carolina S tatistical

A bstractj f2BC, U.S. Department o4 Commerce, Bureau o4

the Census, Census of Fopulaction 197® and 1982, and

Waccama* Regional Flanrung & Development Council, 1985
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ILLUSTR

Area
Gtown
Horry
Wm'burg
wacc Reg

5C

ATION 16

1970
17,258
52.471
13,356
83,085

1,794,430

- WHITE

Population

1980
23,332
78,185
14,374
115.891

2,147,224

ILLUSTRATION 17 - NON-

Area
Gtown
Horry

Wm Durg
Wacc Reg

5C

Population

1970 1960
16,204 19,030
17,398 22,443
20,867 23,806
54.469 65,279
789,041 948,623

MIGRATION TRENDS - WACCAMAW REGION S S.C

Change 197Q-19QQ Components of Change 197Q-133Q.

Net Migration

NO u Births Deaths increase NO. JL
6,074 352 3,223 1,677 1,546 4,526 262
25,714 490 11,120 5,352 5,768 19,946 380
1,018 76 1,965 1,350 615 403 30
32,806 395 16,308 8,379 7,929 24,877 299

352,794 ,97 300,900 156,794 144,106 208.688 1ne

IWHITE MIGRATION - WACCAMAW REGION S.C.

Change 1970- 199C Components of Change 1970-1960

Net Migration

No. S Births Deaths increase No. fi
2,826 174 4,385 1,626 2,759 67 04
5,045 290 5,372 1,596 3,776 2,269 7.3
2,939 141 5,414 1,997 3,417 -478 -23
10,810 198 15,171 5,219 9,952 858 16

159,582 202 195,900 81,702 114,198 45,384 58

G7976
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MILLIONS OF TOURIST

SOURCE: S.C. Department of Parks, Recreation | Tourist, 198? and
Waccamaw Regional Planning and Development Council 1987
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ILLUSTRATION #19

PERCENT OF VISITORS ENTERING SxCi DESTINED FOR THE GRAND STRAND

40

30.
20.
i»Z2 105 1»Z6 1027 <»za 10 Z«
SOURCE: S.C. Division of Parks, Recreation 72 Tourism Travel and
lourxsm Data 1972-1978; S.C. Division of Research and
S tatistical Services; S tatistical Abstract 1981;

Waccamaw Regional Planning & Development Council 1983
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illustration #20

PERCENT distribution of population by place of residence
WACCAMAW REGION AND SOUTH CAROLINA

1960- 1980
URBAN RURAL

AREA (COUNTY) 1970 ISfiO 260 1220 1200
Georgetown 43.7 396 310 56 3 604 690
Horry 240 294 348 760 706 653
Williamsburg 95 10 0 11.1 905 900 889
Waccamaw Region 24 7 27 1 289 753 729 71.1
South Carolina 41.2 476 54 1 588 524 45 9

Commerce, Bureau of the Census, Census of

SOURCE: U.S. Dept. of
Population”? 1760* 1970 & 1960: Waccamaw Regional
Planning & Development Council, 1983.
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ILLUSTRATION #21

RESIDENT POPULATION TRENDS 3 GEORGETOWN COUNTY
Census County Divisions % Change
nunicioallties 1960 1970 1980 1960-P
Andrews Division 5,482 5,174 6,914 26 1
Andrews (Total) 2,940 2,831 3,129 64
Georgetown Division* 16,683 15,638 19,281 156
Georgetown 12,261 10,449 10,144 -173
Plantersville Division 3,102 2,499 2,706 -127
Pleasant HHI/Folly Grove Division 3,339 3,059 3,518 54
Samplt/Santee Division* 3,576 3,977 3,519 -16
tfaxamaw Division -2.614 -1.153 m-L523 H15.
TOTALS K262 ,J3JQQ  42.461 212
illustration #22
RESIDENT POPULATION TRENDS - HORRY COUNTY
Census Carty Divisions | Change
fonxiflflliiies 1960 1970 1980 1960-1980
Aynor Division 6,437 5634 7.190 7
Aynor 635 536 643 13
Conway Division 19,306 18,665 23,868 231
Conway 8,563 8,151 10,240 196
Conway East Division 3,122 3419 8546 173 7
Floyds Division 4,324 3,420 3.771 -128
Little River Division 3,809 4960 8.761 1305
Atlint ic Beacn N/A 215 289 N/A
Briarcliffe Acres N/A N/A 338 N/A
Norm Myrtle Beach N/A 1957 3,960 N/A
Longs Division 3,139 2,780 3,299 51
Loris Division 1041 9,895 11,137 70
Loris 1.702 1,741 2,193 288
Myrtle Beach Division 17.619 21211 34,827 977
Myrt le Beach 7,834 9.035 18758 1394
----- iuLiLJLfitaul JHA 1329 2522 N/A
----------------- 10IALS 66-247 69 992
SOURCE: U.S. Dept. of Commerce, bureau of the Census, Census of
Population 1960, 1970 and 1980: Waccamaw Regional
Planning ' Development Council, 1983
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ILLUSTRATION #23

RESIDENT POPULATION TRENDS - WILLIAMSBURG COUNTY
exXhibit
NV1I0KY o 7

1960 * 1980 STATE BUDGET & CONTROL BOARO
Census County Divisions * Change
Municioalities 1960 1970 1980 196Q-L2fiQ
Cades Division 3,590 2,703 3,126 -129
Greeleyville Division* 4,357 3,352 2,999 -3, 2
6ree)eyv,lle 504 542 593 177
Hemingway Division 5.548 5,257 5,857 56
Hemingway 951 1,026 853 -103
Stuckey 199 ,93 222 ,1.6
Indian Division 2,616 2,0,0 2,299 -12 1
Kingstree Division* 12,744 11,648 14,093 106
Kingstree 3,847 3,381 4,147 78
Lane Division 5,227 3,657 3,624 -30 7
Lane 497 517 554 ns
Nesmith Division 4,329 3,460 3,909 -97
Trio Division 2,52, 2,156 2,319 -80
Andrews (Part) 55 48 95 N/A
TOTALS 40.932 34743 36.226~A£

*in 1980 a small change was made between these Divisions

SOURCE: U.S. Dept. of Commerce, Bureau of the Census, Census of
Population 1?7603 i?7Z® and i?7BO; Waccama® Regional
Planning S Development Council, 1903
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ILLUSTRATION #24 - POPULATION BY AGE - WACCAMAW REGION

GEORGETOWN COUNTY HORRY COUNTY WILLIAMSBURG COUNTY
AGE GROUP 1960 197Q 1960 Lifcfl L22Q Lw IkkQ L222--------
UNDER 5 4,904 3,280 3,894 9,091 6,343 8,349 5,884 3.548 3,581
5-9 5.097 3.840 3.923 6.606 7,513 7.918 5,977 3.975 3.710
10-14 4,832 4.583 4,062 8.233 7,974 8,327 6,062 4,733 3,887
15-19 3490 3.977 4,174 6,327 7,510 9,697 4,433 4,242 3,935
20-24 1,851 2,312 3,651 5,304 5.725 10,038 2,136 2,426 3,226
25-29 1,771 1,762 3,568 4,739 4,395 8.989 1,966 1,720 3,092
30-34 1.924 1,666 3,135 4,344 4,131 7,796 2,062 1,489 2.674
35-39 2.140 1,654 2,428 *4,374 4,204 5,929 2.301 1.540 1,941
40-44 1,989 1,766 1.925 3,844  4.005 5,442 2.112 1,800 1,551
45-49 1,770 1,889 1.876 3,503 3,887 5,152 1,920 1,828 1,631
50-54 1,325 1,732 1,913 2,636 3,500 4,894 1,448 1,675 1,780
55-59 993 1511 2.152 2,106 3,204 4,933 1.327 1,455 1,829
60-64 799 1,212 1,889 1,772 2.603 4,560 1,052 1,188 1.715
65-69 764 868 1,635 1.451 2,038 3,938 953 1,072 1,474
70-74 578 664 1,094 923 1,370 2,552 653 739 97,
75* 563 764 1,142 994 1,590 2,905 646 813 1,229
thia. 42 461 68 247 69.992 101.419 40.932 34.243 38 226
X Under 5 14 1 98 91 133 91 82 144 104 94
X5-19 386 370 28 6 340 329 256 40 1 378 302
X20-34 159 17 1 24 4 21 1 20 3 264 151 165 235
X35-64 259 28 2 28 7 267 306 305 24 6 27 7 27 3
EfrSJL&ylfc. . L k SLL 2] 2L _ _
SOURCE: U.S. Bept. of Commerce, Bureau c1 the Census, Census of
Population, General population Characteristics, 19603
1980; Waccama* Regional Planning & Development Council,
1983
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TABLE #25 r MALE-FEMALE POPULATION - WACCAMAW REGION
AND SOUTH CAROLINA - 1980

MALE FEMALE

AREA (COUNTY) NUMBER PERCENT NUMBER PERCENT TOTAL
GEORGETOWN 20,527 483 21,934 51.7 42,461
HORRY 49,382 487 52,037 51.3 101,419
WILLIAMSBURG 18,096 47.3 20,130 52 7 38,226
WACCAMAW REGION 88,005 48.3 94,101 51.7 182,106
SOUTH CAROLINA 1.518.013 1.603.807 51.4 3.121.820
SOURCE: U.s. Dept. of Commerce, bureau of the Census, General

Population Character 1stlcsx 1980; Waccamaw Regional

Planning 72 Development Council, 1987
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ILLUSTRATION #26

PERCENT OF POPULATION BY RACE - WACCAMAta REGION 8 S”Cj.

1960, 1970 AND 1980

WHITE NON-WHITE
LkOO— nui ivui gl U-HHTI ruilL .ii:
GEORGETOWN 34,798 1960 16,652 479 18,146 52 1
33,500 1970 17,258 51.5 16,242 485
42.461 J980 23.332 549 19.129 45.1
HORRY 68,247 1960 50,005 733 18,242 26 7
69,992 1970 52,471 750 17,521 250
1QL419 1980 78.185 77.1 23234 229
WILLIAMSBURG 40,932 1960 13,716 335 27,216 66 5
34,243 1970 13,356 390 20,887 61 0
38.226 1980 14.372 37.6 23.852 624
WACCAMAW 143,977 1960 80,373 558 63,604 442
REGION
137,735 1970 83,085 603 54,650 397
182.106 1980 115.891 63.6 66215 36.4
SOUTH 2,382,594 1960 1,550,632 65 1 831,962 349
CAROLINA
2,590,516 1970 1,794,430 693 796,086 307
3,121,820 1980 2,147,224 68 8 974,596 312
SOURCE-: U.sS. Dept. of Commerce, bureau o4 the Census, Census of
Popula tior, 960 j i vbOL Maccama* Reg*onal
Planning & Development Council, 1983
07931
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ILLUSTRATION 27 - EDUCATIONAL LEVEL OF PERSONS
25 YEARS AND OLDER WACCAMAW REGION & SOUTH CAROLINA

4 Years of 4 Years of
Total Persons High School College
AREA (COUNTY) 25 Years & Older IPercent) (Percent)
Georgetown 22,757 6,132 2,529
(26 9%) (111%)
Horry 57,090 17,256 7,143
(30 2X) (125%)
william sourg 19,887 5,268 1,748
(26.5%) (8 8%)
Waccamaw Region 99,737 28,656 11,420
(287%*) (11 4%)
South Carolina 1,733,022 468,796 232,629
(27 1%) (134%*)
SOURCE: Uu.S. Dept o-f Commerce, Bureau a-f the Census, Census of

Population Sufnrnary Tape File 3A fSTF 3Af 1?80J *rd
Waccamaw Regional Planning and Development Council 1983

ILLUSTRATION #28 z PER CAPITA INCOME - WACCAMAW REGION3 S .C .,

SOUTHEAST AND THE UNITED STATES

Dollar Percent
Change Change
AREA (County) 127Q 1S25
Georgetown $2,358 $4,136 $6,430 $ 8,672 $4,072 172 7
Horry $2,808 $4,752 $6,893 $10,010 $4,085 1455
Williamsburg $1,950 $3,554 $4,820 $ 6,846 $2,870 147 2
South Carolina $2,990 $4,618 $7,268 $10,111 $4,278 143 1
Southeast $3,257 $4,964 $8,111 $11,168 $4,854 1490
United States $3,966 $5,845 $9,521 $12,772 $5,555 140 1
SOURCE: S.C. Div. of Research & S tatistical Services, South
Carolina S tatistical Abstract, 1977, 1981, 19&4 and
1986; Waccaroaw Regional Planning & Development Council
1987
G7985
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ILLUSTRATION #2? z MEDIAN FAMILY INCOME - WACCAMAW REGION & S”*C.

Area (County) 1970 1980 | Change X Change
Georgetown $6,357 $16,542 $10,185 160 2
Horry $6,101 $15,249 $ 9,148 1499
Williamsburg $4,870 $13,383 $ 8,513 174 8
South Carolina $7,621 $17,016 $9,395 123.3
SOURCE: Uu.S. Dept of Commerce, bureau of the Census, Census of
E ofiujati gn” Summary Tape E lie 3A (STF 3AJ. i?780; and
Waccamaw Regional Planning & Development Council, 1783
07986
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ILLUSTRATION #30 - RESIDENT POPULATION PROJECTIONS z REGIONAL

Percent Percent Percent Percent
of of of of
Area tCounky}  ISfiO Region 1220 Region 20QQ Region 2010 Realm
Georgetown 42,461 23 3 53.100 21.1 65,100 193 79,11 1 17 6
Horry 101.419 557 156,800 623 225,800 67 1 319,400 712
Williamsburg 38,226 21 0 41,600 165 45,700 136 50,100 112
Region 182,106 251,500 336,600 448,611
SOURCE: U.S. Dept of Commerce, Bureau of the Census, Census of
Popuation* 1980; S.C. D ivision of Research &
S tatistical Services; and WaccamaK Regional Planning
and Development Council, 1987.
ILLUSTRATION #31 - RESIDENT POPULATION PROJECT10ONSZHORRY COUNTY
CENSUS COUNTY
L285 L220 L225 2000 2005 20Q!0
Aynor 7,999 9,576 10,851 12,671 14,380 16,928
Conway 27,349 34,496 39,879 46,515 53,815 63,880
Conway East 15,175 20,227 24,381 29.128 34,464 43,203
Floyds 4,054 4,717 5,181 5,896 6,427 7,346
Little River 11,836 14,112 17,955 22,580 26,510 31,940
Longs 3,404 3,776 4,147 4,542 5,302 6,068
Loris 12,240 14,366 16,421 18,541 21,873 25,232
Myrtle Beacn 44,943 55.530 70J 85 85927 102 329 124 803

COUNTY TOTALS 127 QQO 155.800  .-151000 .225.800 255.100 .312.400,

SOURCE: S.C. State Budget & Control Board, Div. of Research aid
S tatistical Services, Population Projections for South

Carolina by Egunty, 198uz2010, July 1, 1966; and
Waccamaw Regional Planning & Development Council, 1986.
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ILLUSTRATION #32

IQUBIST AND PEAK DAY POPULATION PROJECTIONS - GRAND STRAND

1282 1282 1222 LW
Overnight
Transients 264,270 312,166 330,498 335,243
Day Visitors 38,600 44,726 51,825 60,000
Residents 52,000 70,000 89,000 103,175
Peak Day 354.870 426.892 471.323 491418

SOURCE: Grand Strand Water and Sewer Authority, Grand Strand EIS
1977
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ILLUSTRATION #33

EMPLOYMENT FORECASTS -

projected by
sector in

Linear
each County.

1985
GEORGETOWN
Manufacture ng 5.025
Construction 932
Transportation & U tilities 441
Wholesale $ Retail Trade 3,085
Finance, Insurance & Real Estate 572
Services and Miscellaneous 2,554
Government 2,953
COUNTY TOTALS 15,562
HORRY COUNTY
Manufacturi ng 9,633
Construction 2.770
Transportation & U tilities 2,049
Wholesale & Retail Trade 14588
Finance, Insurance & Real Estate 2,026
Services and Miscellaneous 7,707
Government 7,557
COUNTY TOTALS 46,330
WILLIAMSBURG COUNTY
Manufacturing 4,327
Construction 172
Transportation & U tilities 773
Wholesale & Retail Trade 2,061
Finance, Insurance, & Real Estate 268
Services and Miscellaneous 1,207
Government 2.278
COUNTY TOTALS 11,086
WACCAMAW REGION
Manufacturing 18,985
Construction 3,874
Transportation & U tilities 3,263
Wholesale & Retail Trade 19,734
Finance, Insurance 4 Real Estate 2,866
Services and Miscellaneous 11,468
Government 12,788
REGIONAL TOTALS 72,978
SOURCE: Waccaman Regional Planning
Projection based on annual

WACCAMAW REGION

1990 1995 2000
5,043 5,061 5,079
1,147 1,362 1,576
502 563 624
3,682 4,279 4,876
695 819 942
3,010 3.466 3,922
3.548 4,143 4,738
17,627 19,693 21,757
11.653 12.672 15,692
3.109 3.448 3,786
2,585 3.120 3,656
17.948 21,308 24,668
2.474 2,921 3,369
8,796 9,885 10,974
9,041 10.525 12,009
55,606 64,879 74,154
5,217 6,108 6,997
149 127 104
898 1,023 1.148
2,373 2,684 2,996
296 325 353
1.484 1,761 2,038
2,502 2.725 2.949
12,919 14,753 16,585
21,913 24,841 27,768
4,405 4,937 5,466
3,985 4,706 5,428
24,003 28,271 32,540
3,465 4,065 4,664
13,290 15,112 16,934
15,091 17,393 19,696
86,152 99,325 112,496
t- Development Council, 1983.
employment from 1970 1980
Regression for each employment

uu
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SUPPLY AND DEMAND

It is vita l to evaluate area supply and demand for
units sim ilar to the proposed subject project. Gar den C ity
Retirement Center is projected to be a 402 unit rental retirement
fa cility, with a unique acllvity-orlented self-care lifestyle for

the well elderly and retiree tenants.

It has been noted that this Center is wunique to the M yrtle

Beach, Grand Strand and Waccamaw Region, which is the primary
market area. R elatively few rental apartment complexes of *ny
type exist in this area. We have chosen four area projects to
portray a well rounded cross section of the units competing

directly and indirectly with the project.

We w ill discuss two projects. Quail Marsh and W illow Run,
that are rental apartment unit projects. These are not in direct
com petition w ith the subject because they are not retirement
oriented complexes. People of all ages and backgrounds rent
these units, and meet the description presented in the Project
Description, Lease-up section of the young, mobile group of
tenants. Inform ation on these two projects serves to present

local rentals of typical conventional units.

Covenant Towers is a horizontal property regime
(condominium). There are no rental units at all in the project.
However, we are hlghllghtling the project because it is a retire -
ment community. Since it has a central support center/actlvity
center, it is somewhat similar in concept to the subject, even
though all units are owned, not rented.

M yrtle Beach Manor, which is approx I1matelv 15 miles north of
the proposed subject, is the only retirement community that could

be termed as being in direct com petition with the subject. Most
detail is given to the data regarding this project and should be
given most perusal in studying supply & demand for a retirement

comnium ty .

CONCLUSION: A fter reading the inform ation to follow
regarding the above-mentioned com munities, the follow ing
conclusions can be d’'awn: M yrtle Beach Manor is the only project
in direct com petition with the subject. It utilizes a somewhat
similar concept for the retiree. However, units are much smaller

than the units proposed by the Developer for Garden C ity R e tire -
ment Center and the Myrtle Beach Manor does not have the same
high level of market appeal as the new project would have.

Because M yrtle Beach Manor is the only directly competing

project and it currently has a waiting list, and for the reasons
stated above, it can be safely concluded that from a supply &
demand standpoint, the subject proposed project is indeed

feasible.

07990
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SUPPLY AND DEMAND (Cont'd.)

Quail marsh apartments

The Quail Marsh Apartments are located o-ff 21st Avenue North

in M yrtle Beach near Highway 17 Bypass. It is approximately 8
m iles north of the subject, Quail Marsh is built on a 10 acre
site .

There are 192 units in 24 buildings, All units are two

bedroom, 2 bath apartments with 858 S.F.

Amenities include swimming pools and tennis courts.

Rent -for a standard unit is $385. per month. W asher and
dryer add $15. per month. A furnished unit may be rented for
$458B. Leases are one year terms.

Vacancy rate is 57. annual average <07. vacancy in the summer

and +—46—~7% in the off-season). During summer season, a vacant
unit w ill usually rent again within 7-10 days. In winter, it
w ill take 30-40 days to -fill a vacancy.

CONCLUSIONS: This is one o-f the projects not in direct
com petition with the subject However, it provides data to help

establish the typical rental unit in this area.

07991
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SUPPLY AND DEMAND (Cont'd.)
WILLOW RUN

These apartments are located off 21st Avenue North in Myrtle
beach between Highway 17 Business and Highway 17 Bypass. The
site for the project is approximately 14 acres. It is about 6
miles north of the subject.

There are 160 units in 40 buildings. Amenities include pool
and tennis. The following 1is the schedule of unit layout and
size, along w ith the total number of each type unit and the

monthly rent.

Bedroom, 1 Bath Unit, 1010 5.F. — 1360./mo <64 units)
Bedroom, Bath Unit, 1095 S.P. - <360./mo <32 units)
T Bedroom, Bath Unit, 11B6 S.F. - 1395./mo (TO units)
Bedroom, Bath Unit, 1253 S.F. - 1415./mo units)
All rents are unfurnished units. W ater, sewer, trash pickup
and basic cable TV are included. There is an on-site laundry
room. Leases are for a one year term.

Vacancy rates are 07. in the summer and between 10-207. in the
fall and winter months.

Property Manager reports that the larger units (3 BR, 2 Ba)

fill first. These large units rarely stay vacant for longer than
30 days, even during winter months. Because of the large number
of the smallest units (64), these units may remain vacant the
entire winter season. However, historically, by May, all units

are leased and leases are for a one year term.

CONCLUSIONS. This project is very similar to Quail Marsh
and provides the reader with an idea of the market rental for
conventional apartments.

67932
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SUPPLY AND DEMAND JContld.)
COVENANT TOWERS

This retirement community iS located near 48th Avenue North

on Little River Road 1r. Myrtle Beach, just outside the C ity
Lim its. It is approximately 10 miles north o-f the subject. The
community is built on a 9 acre site. There are two residential
"towers" and a support center with personal care units, a dining

room, kitchen and am enities.

There are 159 units in the two towers. This is the range ai
sizes and layouts available:

E fficiency Unit - 460 S.F.
One Bedroom, One Bath Unit - 700 S.F.
Two Bedroom, Two Bath Unit - 880 5.F.
Two Bedroom, Two Bath Unit - 1010 S.F.
As stated in the introduction, these are condominium units
{or sale only.
CONCLUSIONS. Covenant Towers is also not in direct
com petition w ith the subject but is mentioned because it is a
retirement community, somewhat sim ilar in concept to Sarden C ity
Retirement Center. The two larger units available are

com petitive in size with those available at the subject.

07933
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SUPPLY AND DEMAND (Cant'd.)
MYRTLE BEACH MANOR

Myrtle Beach Manor is located north of the C ity of M yrtle

Beach on a 6 acre site fronting the Intracoastal W aterway and
Highway 17. It is about 15 miles north of the subject. It
offers three types of rental housing (although we w ill only
discuss the second type, since it is most sim ilar to the

subject).

There are 1) Apartments (60 units) - independent living
facilitie s only - no central support/amenltles, 2) Residential
units providing protective care (30 units) - these are most
similar to the units proposed at the Retirement Center, and 3)

S killed nursing fa cility (49 beds).

There are six room styles. Only the three larger styles
would be somewhat similar to the subject's styles of apartments.
Size of the rooms/units were not made available to this o ffice,
but it is apparent from sketches on file that all units are quite
small. The following is the rent schedule:

Single room with bath: 11,030.
Single room w/bath and Htchenette: 1,060.
E fficiency w/bath and kitchenette: 1,110.
Two Room suite with bath: 1,220. (double-tl,570.)
Two Room suite w/bath and kitchenette: 1,350. (double -i1,760.)
Three Rooms 2 BR and kitchen: (double -f2,03C.)

Rents include a ll meals in the dining room, daily m aid
service, linens & housekeeping supplies, social activity program,
utilities except telephone, emergency nursing services & care as

required and transportatlon as needed.

Average occupancy r”~te is 86-92*/.. Currently, all units are
filled and there is a waiting list of ten persons.

CONCLUSION. Myrtle Beach Manor is the only retirement
community project in the area in direct com petition w ith the
subject. However, the concept is not as marketable to the well
elderly, active retiree as is the Garden City Retirement Center.
The units are much smaller than the subject according to

inform ation available to this o ffice with prices that are higher
than the Retirement Center's fee schedule.

07931
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SUMMARY AND CONCLUSION

The potential market for the proposed retirement center is

viable and growing at a rapid rate. The potential market -for a
resort area such as the Grand Strand encompasses the A tlan tic
Coast and Midwestern regions of the United States.

The primary market area has only 30+ existing rental

retirement care units very similar to the subject with a very
lim ited number planned, not including the proposed project.

The penetration rate for those units which w ill be absorbed
persons in the primary market area, assuming 1007. occupancy,

be estimated at 2%. This gross test indicates a market of
approxImately 340+ persons in the 65 or older age group (based on
population survey). Based on data indicators, this gross
market indicator should increase by some 307. by 1990, or to 442-+

persons.

The penetration rate for those units which could be absorbed

by persons in the secondary marlet is d ifficult to gage but some
5,745+ - persons in the 65 or older age group are an available
market based on 27. of the total in South Carolina alone (based on

total population statistics).

The following te sts of feasibility and credibility are

examined and found to be acceptable for the subject project:

1) The newly constructed year round rental units in the

primary market area are experiencing acceptable absorption rates.

2) A market estimate of the Project's demand w ill result in
projected absorption of 126 units during the 18 month
construction of Phase I and pre-leasing period or of
approxim ately 7 units monthly. Upon commencement of occupancy,

remaining 142 units are expected to begin absorption at

approximately 10 units monthly, requiring just over 14 months for
total absorption after being made available for occupancy.

3) It is estimated that over 9.17. (an increase from 5.57. in

1960) of the 1980 total population is over 65 years old, as coiti-
pared to 10.27. for South Carolina and 8.57. for the United States.

4) The economic indicators in the total area suggest a

strong economy with median incomes increasing approximately 160%.

1970 to 1980, providing a continually increasing number of

gualified household heads in the primary market area.

07935
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SUMMARY AND CONCLUSIONS (ContldU
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5) The project w ill be affordable to a larger segment of
the elderly population than the proposed lifecare facilitie s
competing w ith the project, in that it w ill not charge high
entrance fees.

6) The project's overall design, amenities, services, unit
types, recreational and social activities w ill create a desirable

residential

com petitive with proiposed congregate

7) M onthly fee plans and
consistent with industry norms for

environment for prospective
care facilitie s .
e lib ility
a congregate care fa cility,

tenants, and is

requirements are

and are comparable to fee plans currently charged at many similar

facilllles.

8) The site is well located
highways and proxim ity to services,

terms of access to m ajor
shopping and recreational

activities customarily desired by elderly persons.

9) The Development Team and
respectively, as developers of elderly

record,

contractor have a successful

residential

communities and as designers and builders of elderly residential

communities.

10) The m arketing agent/Management Company has extensive

experience and a successful
operations cf similar residential

| believe that, when all factors

known as Garden C ity Retirement
Carolina, is feasible.

m igration

62

Population
economic clim ate, nature of the
indicators, the location
are primary factors supporting this

record in leasing and

communities.

are considered, the project
Center in Horry County, South
growth, the generally positive
population composition, in-
and nature of the community
conclusion.

07996

GRAND STRAND APPRAISERS. INC



exhibit
NOV 10 1987 no. B

STATF BUDGET AND CONTROL HSIATE BUDGET & CONTROI BO*fWA< SESSION

(0

MEETING OF November 10, 1987 ITEM NUMBER
AGENCY; General Services
SUBJECT: Real Property Transactions

The Division of General Services recommends approval of the following real
property transactions:

(a) Piedmont Technical College: purchase 2 acres and a A,250 square foot
building located adjacent to Piedmont TEC land for $90,000. The property
will be used as a site of a new construction management facility. The
property has an appraised value of $100,000. The project is part of the
1987-88 APIP; local funds will be used.

(b) Emplovment Security Commission: purchase a 2-acre parcel on Wilson Street
Extension in Chester for $38,500 (project #9292). This purchase will
allow the Commission to move from leased space and will relieve severely
overcrowded conditions. The parcel has been appraised at $44,000 and
$37,000; Property Management values the parcel at $40,000. The source of
funding is capital improvement bonds, federal and other funds.

Approve the following real property transactions:

(a) Piedmont Technical College: purchase 2 acres and a 6,250 square foot
building located adjacent to Piedmont TEC land for $Q,000; and

(b) Employment Security Commission: purchase a 2-acre parcel on Wilson Street
Extension in Chester for $38,500 (project #9292).

ATTACHMENTS:

Agenda item worksheets; attachments
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BUDG!T AND CONTROL BOARD AGENDA ITEM WORKSHAA & CONTROL BOARD

Meeting Scheduled for: November 10, 1987 Regular Agenda

1. Submitted By:
(a) Agency: Division of General Servi

(b) Authorized O fficial Signature:

2. Subject:
Piedmont Technical College Land Acquisition - Greenwood County

3.  Summary Background Information:
Piedmont Technical College desires to purchase 2 acres and a 6250 square

feet building located adjacent to Piedmont TEC land. This property is to
become the site of a new construction management facility. This facility
is planned to become part of an Engineering Technology Complex designed to
centralize the college’s advance technology programs. This area will
centralize programs in Robotics, Automated Manufacturing and Computer
Assisted Drafting. The purchase price of the property is to be $90,000.
The property has an appraised value of $100,000. This project is part of
the 87-88 APIP; source of funding is local.

4. What is Board asked to do?
Approve the purchase of 2 acres and a 6250 square foot building by

Piedmont Technical College for $90,000.

5. What is recommendation of Board Division involved?
Approve

6. Recommendation of other Division/agency (as required)?

(a) Authorized Signature:
(b) Division/Agency Name: Division of General Services

7. Supporting Documents:
(a) List Those Attached:
1. Map of Property
2. Appraisal

07933






E RIDGEWAY COMPANY

jx 3049 Unit 4 Village Square
uood. South Carolina 29648 Telephone (803) 229 6972

EXHIBIT
NOV 10 1987 wo. 8

October 26, 1987 STATE BUDGET & CONTROL BOARD

Dr. John Morgan

Planning and Development Section
Piedmont Technical College

Post Office Drawer 1467
Greenwood, S. C. 29648

Re: Warehouse building and three lots on Kateway in Greenwood, S. C.

Dear Dr. Morgan:

Pursuant to your request and in conjunction with my person inspection of the
above referenced property, | have prepared an appraisal report contained here-
with showing my analyses and conclusions, with a final estimate of value shown.
These analyses are hereby made a part of this letter of transmittal, and no part
of the report is to be used in any manner separate of the remainder.

Based on my analyses and conclusions, it is my considered opinion that the
market value of the subject property as of October 22, 1987, taking into the
consideration the building as purchased from Frances Robinson, is:

ONE HUNDRED THOUSAND AND 007100 --- DOLLARS.

($100,000.00)

of which amount $60,850.00 is allotted to land value.

Appraiser

CfaOGO

REAL ESTATE PROFESSIONALS
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STMF. BUDGET & CONTROL BOARO
BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET (12/84)

Meeting Scheduled for: November 10, 1987 Regular Agenda

1.

Submitted By:

(a) Agency: Division of General Service's 1/ /
(b) Authorized O fficial Signature: Ci
Subject:

Employment Security Commission Land Acquisition in Chester, SC

Summary Background Information:

The Employment Security Commission desires to purchase a 2 acre parcel on
Wilson Street Extension in Chester, SC, to be the site for a new office
building. The purchase of this property and subsequent construction will
allow Employment Security Commission to house its operations in a
state-owned building rather than in leased space. It will also relieve
the severely overcrowded conditions in its present offices. The parcel
ESC desires to purchase was appraised at $44,000 and $37,000 by two
appraisals. Property Management staff feels the property is worth
$40,000. The owner is willing to sell for $38,500 and has entered into a
contract with ESC for that amount. The contract is contingent on Budget
and Control Board approval. This is permanent improvement project #9292.
Source of funding is Capital Improvement Bonds, Federal and other.

What is Board asked to do?
Approve Employment Security Commission’s purchase of 2 acres in Chester

for $38,500.

What is recommendation of Board Division involved
Approve

Recommendation of other Division/agency (as required)?

(a) Authorized Signature:
(b) Division/Agency Name: Division of General Services

Supporting Documents:

(a) List Those Attached:
1. Map of property
2. Appraisals

(b) List Those Not Attached But Available From Submitter: OftOCI
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STATE BUDGET & CONTROL BOARD

August 6, 1987

Southern Realty, Inc.
Joseph L. Huckabee, Jr.
1688 Ebenezer Road

8

Rock Hill, South Carolina 29730

South Carolina Employment
Security Commission

Mrs. Adelien Culclasure

P.O. Drawer 520

Chester, South Carolina 29706

Dear Mrs. Culclasure:

As requested, | have completed an appraisal on property currently
owned by Consolidated Engravers, Corp, which is further described
within this report. | estimate the current market value to be $37,000.S

If | can be of service to explain the report or any part of the report,
please do not hesitate to call.

Sincerely,

Joseph L. Huckabee, jr.
Broker

080C2
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SIME BUDGET & CONTROL

LAND APPRAISAL REPORT
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STATE BUDGET AND CONTROL BUDGETS C O N TR O L R SESSION 7
MEETING OF November 10, 1987 ITEM NUMBER

General Services

Property Acquisition, Greenville TEC

The Division of General Services advises that, on Its June 9 meeting, the
Budget and Control Board carried over consideration of the Greenville
Technical College proposal to acquire the Shaw and Smith properties because of
Board policy not to approve real property acquisitions for more than the
appraised value.

Mr. Smith was asking $300,000 for the property and refused to accept the
appraised value. At Greenville TEC’s request, Property Management obtained a
new MAI appraisal of $300,000. Property Management was not satisfied with the
appraiser’s explanations and assumptions when the vinal value estimate was
guestioned.

After Property Management’s review of the appraisal, a sale price of $290,000
was negotiated with Mr. Smith.

Greenville TEC’s position is that, due to the building limitations of the
campus, the procurement of additional space is the only viable alternative
suitable for facility expansion needed to meet the demands of increased
enrollment and credit/continued education areas.

Property Management advises that the permanent improvement project (#9469) was

approved by the Bond Committee on May 27, 1987, and by the Commission on
Higher Education on May 7, 1987.

Authorize Greenville Technical College to purchase a building (7,000 square
feet) and property (1.2 acres) at the intersection of Skvview Drive and
W interberry Court in Greenville tor $290,000.

Agenda Item worksheet; attachments

C80C6
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BUDGET AVD CONTROL BOARD AGENDA ITEM WORKSHEESTAI"BI&IOET & CONTROL BOARD

Meeting Scheduled for: November 1Q. 1987 Regular Agenda
1. Submitted Bv:
(a) Agency: Division of General Services
(b) Authorized O fficial Signature: Richard W. Kelly
2. Subject:
Acquisition of the Smith Property by Greenville Technical College
3. Summary Background Information:

1. The Budget and Control Board, at its June 9 meeting, carried over its
consideration of the acquisition by Greenville Technical College of
the Shaw and Smith properties because its policy is not to approve
Real Property Acquisitions at prices which exceed the appraised
values. Mr.  Smith was asking $300,000.00 for the property and
refused to accept the appraised value.

2. At the request of Greenville Technical College, the Real Property
Management Office obtained a new MAl appraisal of the Smith property
which resulted in an estimate of $300,000.00. Property Management
questioned this final value estimate and was not satisfied with the
appraiser's explanations and assumptions.

3. Based on a Property Management review of the appraisal, a lower sales
price of $290,000.00 was negotiated with Mr. Smith.

4, Due to the building Ilimitations of the campus, procurement for
additional space is the only viable alternative suitable for facility
expansion needed to meet the demands of increased enrollment and
credit/continued education areas.

5. This Permanent Improvement Project #9469 was approved by the JBRC on
May 27, 1987 and bv the Commission on Higher Education on May 7,
1987.

4. What is Board asked to do?
Approve the purchase of the Smith property for $290,000.00 and related
permanent improvement project.
5. What is recommendation of Board Division involved?
Approve the purchase of the Smith property for $290,000.00.
6. Recommendation of other Division/agencv (as required)?
(a) Authorized Signature:
(b) Division/Agency Name:
7. Supporting Documents:

(a) List Those Attached:

(b) List Those Not Attached But Available From Subm itter:

1. Campus Map
2. Form Al3 #9469
3. Report on Building Condition

C80G7
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POOINSON COMPANY OF GAEENVILLE INC

600 EAST WASHINGTON STREET « GREENVILLE, SOUTH CAROLINA 29601 =+ TELEPHONE 803-233 6277

r

July 7, 1987 EXHIBIT
Dr. Thomas E. Barton, President |\0/101|$7 no. 9

Greenville Technical College

Post O ffice Box
Greenville, S.C. 29602 STATE BUDGET & CONTROL BOARD

Dear Dr. Barton:

At your request, I have made a real estate appraisal of the land
and improvements located on Skyview Drive and the adjoining lot
located at the intersection of Skyview Drive and W mterberry
Court, Greenville S.C.

I have considered pertinent data affecting the valuation of the
property, including location, demand, highest and best use and
the improvements to the property. It is my opinion that the fair
market value of the subject property as of June 25, 1987 is:

THREE HUNDRED THOUSAND DOLLARS

($300,000.)
The wvaluation is of fee simple title ownership, assuming no
indebtedness against the property which cannot be satisfied
without penalty. It is also subject to all comments and

conditions appearing herein.

This report has been prepared in accordance with ther standards
and reporting requirements of the Federal Home Loan Bank Board as
set forth in memorandum R-41c.

I certify that | have no financial interest in the subject
property, present or contemplated, and that my employment is in
no way contingent upon the value reported.

| appreciate the opportunity of making this appraisal for you.

Yours very truly,

(J8CGS

REAL ESTATE « APPRAISALS « INSURANCE
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For Board Use Only
BUDGET AND CONTROL BOARO form *.|]P»ce t

STATEWIDE PERMANENT IMPROVEMENT REPORTING SYSTEM (SP’'RS)

Packet Number

PROJECT PROPOSAL AND JUSTIFICATION STATEMENT

- FOR ANNUAL PERMANENT IMPROVEMENT PROGRAM FOR FISCAL YEAR 86/87 C*
1. PROJECT IDENTIFIERS: g
A. Agency. Number--——- RSS Name Gregr.villp. Tprhnl.ra.l ler< _
i ; ; . o
Contact Person Walter L. Brannon% Dir. of Physical Pit. °P<')ne: 803/239-3 X * =
R n =
Project Name.. Smith Property Procurement ? S
Facility Affected: Name. N/A "NumberJZAat W
>
2. PROJECT DESCRIPTION (‘What does it consist of? Attach supporting documentation): 8
oD
o
Procurement of 7,000 square foot building and 2 lots totaling 1.2 acres. W w
'_
=
Site Descnotion (Attach a mao showing protect location) »
Location Greenville _02J Greenville-—- Greeny-flip Tprhn-fral Coll.t

county code city site

3. PROJECT JUSTIFICATION (What does It consist of? Attach supporting documentation): Project activity

the purchase of building (7,000 sq. ft.) and property (1.2 acres) to be used by Greenvill.
Technical College for curriculum and/or continuing education purposes.

(What specific needs does this protect address7) Due to projected increased enrollment and dema
in credit/continuing education areas, additional instructional space is

needed. The expanded facilities provided by this project will allow response to communit
needs. Due to the scarcity of building- sites since the campus was originally a landfill,
is critic?.! ?c cccuirc this rcrtircc-C crccerr” which Qr *>r-411%e glrn.

4. ALTERNATIVES CONSIDERED AS A MEANS OF MEETING NEEDS SPECIFIED IN #3:
Due to the nature of the need and building limitations of the campus, the procurement of
additional space is the only viable alternative.

5. PRIORITY: This proiect is priority nnmrw "'a?f " u prn)pctt proposed in this program

6. ADDITIONAL OPERATING COSTS: Will this protect require additional annual operating costs7
Yes. X No. If yes. complete and attach addendum A-49

7. ESTIMATES OF PROPOSED PROJECT COSTS:
300,000

Total estimated cost o< proiect !

Total estimated cost of protect includes the following (, through to = 7A aoove)

@ s Nanmng/aesign services
2) Sue work (including utilities)
3) Central energy systems repair/repiacement
Q) Mechanical systems repair/repiacement
(51 General renovauon/repair of floor space (Gross sq ft . )
(6) Fool repair/repiacement
@) Construction of aaditionai floor space: (Gross sq ft—
(8) Equ'pment/supphes
300 000 ___Purcnase of facilities: {XXsvLxdsXX gross sq. ft—-1—1

(Land, acres — 1—-------mm-mmmommmomm-
110) __ Other (Specify)




FORM A-13 PAGE 2

m/. C. Total estimated cost of protect by broad purpose: Total cost: $ 300.000

| Purchase land

2. Purchase facility
3. Demolish facility
4.

Construct additional

facility

(equals 1through 0. below and Is same as 7A)

< ISO-O0P-00 5. Restore facility $ ;
< 150.PCO.QQ_ 6. Maintain facility 5.

7. Replace facility $.

8. Other:

8. PROJECT COMPLETION SCHEDULE AND ESTIMATED EXPENDITURES BY FISCAL YEAR:

A Estimated expenditures

(Expenditure purposes (use 70 categories).

(9) purchase of

and expenditure purposes, this FY--——— — 5 Xom-m-- —

laclllitle g .

B Estimated expenditures aftef this FY:

C Total (Same as 7A, 7B and 7C):

9. PROPOSED SOURCES

OF FUNDS: [rype

(0) Capital Improvement Bonds

(t) Depl Capital Imp Bonds

(2) Inst (tuition) Bonds

(3) Revenue Bonds

(4) Excess Debt Service

(6) Appropriated State

(7) Federal

(0) AinieTic

(9) Other

fQ fal (S-imh-.«s ai

10. Submitted By:

Authorized

300,000
Revenue Trensurer Sub Mini Otiiuct
e« Amount Code 1D Number Fund Code Code

S EXEJIBJ-I-

TOViio 1987 g 9
STHIF budset = conTROL WaRD
r
$300,000 7841 98800100 ¢

300.000

Date Submitted >arch 16.

Typed Name and title and Signature EY Submitted 26 /S L

11. APPROVED (For Soard Use Only):

Typed Name and Title and Signature Date

PROJECT NUMBER
PROJECT name

198

eGreenville County General Obligation Sonds-runded by Earmarked Greenvill

Tech Mills

CSC11



» Z - . . l

Addendum to Form A-l, A-13, A-25 FomAddendum a-49
ADD ITIO UAL ANNUAL OPERATI NG COSTS RELATED TO PERMANENT | MPROVEMENT PROJECT
(Copy this form as needed; submit completed, typed original as attachment to original A-lI, or A-13, or A-23.)
AGENCY NUMBER: 1159 - AGENCY NAME: Greenville Technical College
i Priority n/a of 1n/a.
name of project: SNHUUT-TQDETTY-EFQCUIeMenNILC
Complete the left side (below) for all additional annual operating costs attributable to the project. The dollar

number entered for each year should be the amount of Increase In operating costs over the year prior to the completion

of this project. (Exainple:Assume that operating costs the year prior to the project completlon were $100; after project

completion , the operating cost w ill be $115; the FY 1 line then w ill show a $15 increase in the total column and by
financing source. Assume EY 22 costs w ill be$l120; line 2 then w ill show a $20 Increase In the total column and by

flnanelng source.)

Complete the right side (below) for additional annual personal service costs and number of positions attributable
to the project. The dollar number and the position number entered for each year should be the amount of Increase In
number of positions and personal service costs over the year prior to the completion of the project. (For example,
see paragraph above.) Note that the additional cost3 for personal services are Included In the total additional

operating costs entered In the left side of the form.

ADDITIONAL ANNUAL OPERATING COSTS REUTED TO PROJECT

FISCAL YEAR TOTAL ADDITIONAL OPERATING COSTS PERSONAL SERVICE COSTS ONLY 0
Pro ected Financing Sources Projected
(state with rr Total
D booplccd, Other* Amoun t Poslllon s
b* eoopl«<«d.) Cen.Funds Federal Other* Tota 1 Gen.Funds Federal er
$
-0 - -0 - -0 -
(1) 86/87 .. . t0- -0-
( )
$
(2) 87/88 .0 - -0- $10,500 $10,500.0 ( )-0- -0 -
,
{3) 88/89 -0 - -0- $10,500 $10,500.0 ( )-o- -0
$
(4) 89/90 S0 - .0- $10,500 $10,500.0 -0- -0
c ) "
$ o 0
(5) 90/91 S0 - -0- $10,500 $10,500.0 -0- -0-
/ )
(6) (7) (9) (50
Show additional positions In parenthesis where appropriate.

‘Specify what "Ocher" sources are.

I Nfai rurins



BARRY A. BANKES =« AIA + ARCHITECT TAM
GREENVILLE. S. C.

REPLY TO 14 |I. PLATA. GRtCNVILLC. SOUTH CAROLINA 29«03 <803 1 23S 3449

E X H IB IT

NOV 10 1987 no. 9

STAIE BUDEET & GONTRCOL BOARD
February 24, 1987

Mr. Walt Brannon

Director of Physical Plant
Greenville Technical'College
P.0. Box 5616

Greenville, SC 29606

RE: Report on Condition of Smith Building adjacent to
Greenville Technical College

Dear W alt:

A visual observation was made on subject building on
February 19, 1987.

The Smith Building Is a one story, 3 component building.
Component 1 Is a presently unoccupied office of slab on grade.
E xterior wall3 are concrete block with stucco exterior surface.

Interior walls are block. Roof construction is built up roof of
plywood on wood roof joists with plaster suspended ceiling below
roof joists. HVAC is operating electric heat pump - electric

service is 277V .30. Lighting 1is standard flourescent. Plumbing
i8 operating.

Component 2 is presently used as storage constructed of slab on

grade. Exterior walls are concrete block with 9tucco exterior
surface. No interior partition. Roof construction 1is exposed
wood roof joists, plywood deck and built up roof. Lighting is
minimal strip lighting. Gas space heat only.

Component 3 is presently used as automotive repair area
constructed of slab on grade. Exterior walls are metal stud wlthi
lath and stucco exterior finish. Roof construction consists of
wood roof trusses, fiberglas shingle roof; plaster celling on
bottom of roof trusses. Gas space heat (2) and strip lighting.

Plumbing is operating.

G8C13



oL e r v,
E X H IB IT

-~ s'
Mr. Walt Brannon

) ?
February 24, 1987 NOVto 1987-? NO. 9
* B e -rEN
Page 2

STATE BUDGET & CONTROL BOARD.

V. .1 observation shows

no obvious hazardous conditions
“?p'roxImatrlyrsSo

or
feeVof blstexTI1'<sO”r* ad’U)

sprayed
-o -

o gypboard celling.

The structural systen, do not appear to.have any obvious flaws.

No weaknesses In roo. or crac..s

Yours Very Truly,

3ARRY A. BANKES ARCHITECTS

rrv A. oankes

S.r

08C11



mJUL 3 0 1987,

STATE BOARD FOR TECHNICAL AND COMPREHENSIVE EDUCATION
111 Executive Center Drive. Columbia. South Carolina 29210 Tel 737-9320

E X H IB IT

July 2C, 1?R7 NOV 1 0 w NO. 9

JAMESR MORRIS JR
EXECUTIVE DIRECTOR

STATE BUDGET & CONTROL BOARO

THE STATE BOARD

OFFICERS

R HENDERSON BARNETTE
CHAIRMAN

Mr. William A. Mclnnis

CLARENCE H MORNSB* JR

VICE CHAIRMAN Deputy Executive Director
State Budget and Control Board
MFMRFRS 618 Wade Hampton Office Building

Columbia, South Carolina 29201
HERBERT J SCHOLZ JR
SummerwiH* S C

Eir»< Congreseional DttIncl Dear Mr. Mclnn iS:

RODNEY « MULL
Columbia SC Enclosed is a copy of the second appraisal on the
Sbcond GongfAtAK»n«' DitInCl .
Smith property. We respectfully request that you
R HENDERSON BARNETTE reconsider the ourchase of this property based on the
Qr*»n«ooa SC )
Th.ra CongreMionalCMtnci new apprailsa 1.

BENNETT L HELMS A . A
SpeHnt>utg SC Your favorable consideration will be greatly

Fount! Congrttnonr Dmirtci .
appreciated.
CLARENCE m MORNSBv JR
Rock Hili SC
Fotti Congrtttxxur Oatnct e |y ,

J BANAS SCARBOROUGH
Timmontviilt SC
S«lIt Congr«M>on«, District

11liams
h CARL GOOOING Director of Accounting
Allendale SC
Ai Large

OSCAR E RRIOLt AU RLW:asl
Greenville SC
At-Larga
Enclosure
NANC* GRDEN E11SON
Col,"#* SC
At targe

RONALD A MCWHIRT
Chanealor SC
Ai LAtge

Charlie g williams
CoiumM SC
Superinlander o» Educahon
t» ORicif

MAC HOLIADAv
Columbia SC

State Development Board
EnOWicio

Gfit 15
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ROBINSON COMPANY (* ORFFNVHII INC

EAST WASHINGTON STREET + GRFENVILLE, SOUTH CAROLINA 29601 + TELEPHONE 803 233 6277

EXHIBIT

NOV 10 19687 no. 9

July 7, 1987

Dr, Thomas E. Barton, President
Greenville Technical College
Post O ffice Box STATE BUDGET & CONTROL BOARD

Greenville, S.C. 29602
Dear Dr. Barton:

At your request, T have made a real estate appraisal of the land
and improvements located on Skyview Drive and the adjoining lot
located at the intersection of Skyview Drive and Winterberry
Court, Greenville S.C.

I have considered pertinent data affecting the valuation of the
property, including location, demand, highest and best use and
the improvements to the property. It is my opinion that the fair
market value of the subject property as of June 25, 1987 is:

THREE HUNDRED THOUSAND DOLLARS

($300,000.)
The valuation is of fee simple title ownership, assuming no
indebtedness against the property which cannot be satisfied
without penalty. It is also subject to a ll comments and

conditions appearing herein.

This report has been prepared in accordance with the standards
and reporting requirements of the Federal Home Loan Bank Board as
set forth in memorandum R-41c.

I certify that I have no fmancial interest in the subject

property, present or contemplated, and that my employment is in
no way contingent upon the value reported.

| appreciate the opportunity of making this appraisal for you
Yours very truly,
' A
John S. McCutcheon, Jr.,
Associate Appraiser
<4- ']

james H. Robinson, M.A.l.

REAL ESTATf « APPRAISALS « INSURANCE 08C 1 7



PROPERTY

DATE OF VALUATION:

PREVIOUS SALES:

PURPOSE AND SCOPE OF APPRAISAL

PURPOSE OF APPRAISAL: The purpose of this

estim ate the fair

of a 7,170 SF

building and an adjoining

lot.

IDENTIFICATION: The property is identified
Nos. 11.2 & 28, Rlock 1,
of Greenville County.
identified as 2

Greenville, S.C.

appraisal
market
the subject property which consists
office/lwarehouse
unimproved

Book CG, Pages 158 & 159

description.

PROPERTY RIGHTS APPRAISED: I have appraised
title ownership of
assuming no indebtedness against
property which cannot

without penalty.

June 25, 1987

There have been no
the subject property within
3 to 5 year period.
sales activity involving the subject
the willing

property has been
partial interest
members.

ROBINSON COMPANY OF GREENVILLE. INC

recent

LEGAL DESCRIPTION: See addendum section for

the fee
the real estate,

be satisfied

other

08C18

value

as
Tax Map 269
It is further
Skyview

sales
the
The only



ASSUMPTION’S AMD LIMITING CONDITIONS

This appraisal is made expressly subject to the following
conditions and stipulations:

That the title to the subject property is good and marketable.

No responsibility for legal matters is assumed and no right to
expert testimony in court is included.

3. The sketch included in 'his report is to assist the reader in
visualizing the property. No survey has beer made by me and
no responsibillty is made for such natters.

The information contained in this report was obtained
sources considered to be reliable and no responsibi 1llty
the accuracy of the information furnished or taken from
records can be taken by the appraiser.

The wvalue is reported in dollars based on the currency
prevailing at the date of the appraisal.

No responsibility for hidden or unapparent conditions of the
property can he taken by the appraiser.

Possession of this report does not include the right of

publication of any portion of this report without the written
consent of the appraiser.

Any distribution of the valuation in the report between land
and improvements applies only to the specific program of
utilization stated. Separate valuations for land and

improvements must not be used for any other purpose and are
invalid if so done.

No inspection was made of the electrical or mechanical systems
or the roof of the building. These are all assumed to be in

good <condition and need no repairs at the time of this
appraisal.

C8019
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TERMINOLOGY

MARKET VALUE is defined as:

The probable price money which a property should bring in a
com petitive and open market under all conditions requisite to a
fair sale, the buyer and seller each acting prudently and
knowledgeably, and assuming the price is not affected by undue
stimulus.

Im plicit in this definition is the consummation of a sale as of a
specified date and the passing of title from seller to buyer
under conditions whereby:

1) Buyer and seller are typically motivated.

2) Both parties are well informed or well advised, and each
acting in what he considers his own best interest.

3) A reasonable time is allowed for exposure in the open market.

4) Payment is made in cash in U.S. dollars or in terms of
financial arrangements comparable thereto.

5) The price represents the normal consideration for the property
sold unaffected by special or creative financing or sale
concessions granted by anyone associated with the sale.

FEE SIMPLE TITLE is defined as:

The maximum possible estate or right of ownership of real
property, continuing forever and subject only to the Ilim itations
of eminent domain, escheat, taxation, and police power.

HIGHEST AND BEST USE is defined as:

That probable and legal use of land that would yield to land the
greatest net return and thereby develop the highest land value.
A use that depends on events or a combination of occurences

which, while in the realm of possibility, are not reasonably
probable, are excluded from consideration, Also, if the intended
use is dependent on an uncertain act of another person, the

intention cannot be considered.

(J8C20
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GREENVILLE AREA DATA

GEOGRAPHY: Situate in the Northwestern apex of
triangular South Carolina, Greenville County
has an area of 709 square miles. In its
approximate center is the county seat, the
City of Greenville, with approximately 28
square miles. Being a portion of the
Piedmont plateau, Greenville County is

crossed on the north by the Blue Ridge
section of the Appalachian Mountain chain.
The County's highest point s Sassafras
Mountain at 3,540 feet, However, the
m ajority of the county is a rolling plain
characteristic of the Piedmont area with an
average altitude of 1040 feet

CLIMATE: The Greenville area has a moderate clim ate,
being protected from tumultuous weather by
the mountains to the northwest. The

statistical climate data is as follows:

Average Annual R ainfall 60.33 inches

Average Temperature 60.7 degrees

Number days 90 degrees or over 30

Number days 32 degrees or less 67
POPULATION: According to the o ffical 1900 U. S. Census,

Greenville County has surpassed Charleston
County as the state's most populous county

w ith an 19.6% increase from 1970. The
offical figures for 1900 put Greenville
County's population at 207,913. Greenville
City's population was estimated as 58,425 and
is expected to remain relatively stable. The

Standard Metropolitan S tatistical Area (SMSA)
figure for 1978, which includes Greenville,
Spartanburg and Pickens Counties, was
estimated at 556,000.

EDUCATION: Greenville County has one of the larger
school districts in the nation with an
enrollment of 56,000 plus students and 5,000
plus employees. This district has 107 puclib
schools with an average student/teacher ratio

of 19.9:1. In addition, 24 private or
parochial schools are located in the county.
Three colleges are also located in the

0aosI
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AREA DATA-Continued

county: Furman University, Dob Jones
University, and North Greenville College. In
addition, 13 <colleges and universities are
located w ithin a 50 mile radius of
Greenville. Greenville Technical College is
located in the City of Greenville.
Approximately 20,000 students per year attend
classes in varying fields. Greenville Tech

has collaborated with new industries moving
into the Greenville area to meet any special
skilled worker requirements enhancing the
area’'s growth rate.

FINANCIAL: Greenville County has nine banks maintaining
numerous separate offices across the county.
There are also thirty four savings and loan

o ffices in the county providing an adequate
supply of all forms of financing.

GOVERNMENT Greenville County has a Council-Administrator
form of government with twelve council
members elected from single member districts
to serve four year terms. County council is

responsible for county government policy,
local legislation, and fiscal responsibility.
County Council employs a county executive to
administer the county policies established by
the county. The City of Greenville operates
under the Council-Manager form of government
with a mayor and six council members elected
for four year terms. A city manager and a
staff of over 750 employees carry out the
administrative duties.

TRANSPORTATION The Seaboard Coast Line, Southern, and
Greenville and Northern Railroads serve the
Greenville area which is rapidly becoming one
of the nation's major distribution centers.
Over 50 trucking firms service Greenville
County with 3ft having terminals in the metro-
politan area. The Greenville-Spartanburg
Jet.port is located twelve miles northeast of
the city and provides two passenger aircraft
carriers being Eastern and Republic which
provide daily direct flights to most of the

08C22
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major east coast cities. Both Trailways and
Greyhound bus companies have terminals in
Greenville. Public bus service is provided

by the Greenville Transit Authority.

HIGHWAYS: Four U. S. Highways pass through Greenville.
Its location on 1-85 which is a hnon-stop
connection between Washington and Atlanta, is
more important, however. 1-26 is located
approximately 25 miles east which provides a
direct link between Charleston and Chicago.
W ith the population and industrial growth
continuing, the county and state are

constantly expanding and improving the road
system in and around Greenville.

UTILITIES: W ater collected from mountain streams in the
Table Rock and North Saluda reservoirs
supplies the needs of the Greenville area.
The two lakes store 34.5 billion gallons of

water convermg 1,580 acres. Electrical
service is provided by Duke Power Company, an
investor owned electrical utility. Thirty

waste treatment plants are operated by the
Western Carolina Regional Sewer Authority

provid ing serew service for Greenville
County. Natural gas is supplied to most
parts of the county by Piedmont Natural Gas
Company.

INDUSTRY: Greenville has long been known as the
"Textile Center of the W orld",with
approximately 75% of all te x tile products
produced in the u. S. being manufactured
within a 100 mile radius. However, over the
past decade an influx of new, more diversi-
fied industry has located in Greenville. New
industry includes metal fabricators, gas
turbine engine manufacturers, chemical and
electronic plants, computer plants, computer
manufacturers and pharmaceutical plants, to
mention a few. Industrial investments during
the 1970's totaled GOO m illion dollars with
the largest single initial investment in S.

C. history by a foreign firm being made in
1973 by Michelin Tire Corporation.

ROBINSON COMPANY OF GREENVILLE, INC.



Greenville County is also developing as an

important distribution center for the
Southeast. Located approximately equidistant
from New York and Miami, any point on the

East Coast can receive shipments by motor
freight with second morning delivery and
overnight in most of the Southeast. Other
contributing facto rs cited for such
development are the excellent road systems,
relatively cheap labor and the unique tax
structure.

The following companies made major
investments in 1904: Pausch & Lomb - $3
m illion; General Electric - $10 million;
Vermont American - $6 million; Tuffaloy
Products - $1.8 m illion; and Padison Hotel -

$18 m ill ion.

EMPLOYMENT The Greenville area has historically enjoyed
a low unemployment rate. This rate is
expected to remain low with the creation of
the new jobs as a result of industrial
development mentioned above. The te xtile
industry has been the main employer in the
area, but a trend is developing away from the
dependence on one industry with the influx of
new industries. This diversification should
strengthen the economic base of the
community. It should be pointed out that one
of the attractions to the area for <certain
new industries is the predominant non-
unionization of the labor force.

As of late 1984, Greenville County’s
unemployment rate was 5.3% compared to a 7.1%
national rate, Greenvilie County’s

unemployment rate has been consistently lower
than national and state average for the past

several years. This trend is expected to
continue due to relocation of businesses into
the area.

In 1984 over 3,000 non-manufacturing jobs
have been <created in Greenville County.
During the same period, approximately 1,000
manufacturing jobs were lost for a net gain
of 2,000 jobs. This trend tends to indicate
Greenville is s hifting from prim arily
manufacturing to other types of employment as
more job diversification continues.

ORC21
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TREND STATISTICS:  The latest statistics

experienced in
past decade:

indicate the
the Greenville area over the

growth

(Est.)
1975 1900 1905

City Pop. 60,000 57,750 59,000
County Pop. 274,200 206,370 316,000
SMSA Pop. 535,700 556,000 606,000
SMSA Bank $605 $1,110 $4,000
Deposits (Millions)
Retail Sales $1,747 $2,996 $4,000
SMSA (M illions)
Per Capita $5,344 $0,654 $12,500
Income (County) $3,500 $5,344 $7,600
The growth factors apparent in the Greenvilie
area are mter-re iated the rapid growth in
the Southeast in the past few years. Several
economic factors influencing demand in the
area indicate favorable trends. These
include population figures, increases in
e ffective buying income and manufacturing
wages. These economic indicators are the

highest of any of the

Carolina counties.
factors, the area
available, good

moderate clim ate.

In addition to
has ample
highway access as well

state South
the stated
utilities
as a

upper

08025
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LOCATION:

UTILITIES:

HIGHWAY ACCESS:

NEIGHBORHOOD DATA

EXHIBIT

NOV 10 1987 no. 9
SIAE BOET & CNIRE B'Ry

The neighborhood is considered to be

both sides of

Skyview Drive and

Winterberry Court. Skyview Drive s

located o ff

of Pleasantburg Road

(State Highway 291/U.S. Highway
Bypass 29) approximately 1,165.1
feet north of the intersection of

Pleasantburg Road and Cleveland
Street. W interberry Court is
located o ff of Cleveland Street

approximately 616.5 feet west

of the intersection of Cleveland
Street and Pleasantburg Road. This
area is commercial in nature and is

100% b uilt up
Winterberry
roads which

Skyview Drive and

Court are secondary
wrap around a m ulti-

level strip center, a bowling alley
and a movie theater. This area was
originally designated for
office/warehouses or o ffice

distribution
area has

but the nature of the
changed since the

development of the bowling alley,

movie theater,

strip center and the

encroachment of Greenville Technical

College.

U tilitie s available to the subject

site include natural gas from
Piedmont Natural Gas Company, water
from Greenville Water Works, sewer
from the Western Carolina Regional
Sewer Authority, electricity from

Duke Power Company and telephone
service from Southern Bell.

Highway access

to the neighborhood

is by Pleasantburg Drive (State

Highway 29/U.S

Highway Bypass 29).

In addition there 1is access to the

Hite via
Pleasantburg
asphalt paved

Cleveland Street.

Drive is a six-lane

road with a rough

medium, concrete curbs, gutters and
sidewalks. In addition there are
street lights along Pleasantburg
Drive in the subject neighborhood.
Cleveland Street s a two-lane
asphalt paved road. Cleveland

C8C26
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NEIGHBORHOOD DATA - Continued

Street is a secondary road however
it is a heavily traveled road which
connects residential areas with the

central Creenville, S.C. business
district.

AREA BUILD-UP: The neighborhood is commercial in
nature. To the east of the subject
property are a parking lot, animal
hospital and Pleasantburg Drive; to

the west is Greenville Technical
College and more specifically the
heating plant and several automotive

machinery repair and storage
buildings; to the south is United
Electrical Distributors, the former

(now vacant) BarBQue King Assembly
Plant for retisserie which has a new
facade, Harris Machine Company,
Curtis Mathes Entertainment Center,
Barbizon Academy, Morgan
Investments, various shopes in the
Morgan Manor Shopping Center, Star
Lanes Bowling Alley Astro Twin
Theaters, and a Chevron Service
Station; to the north is a wvacant
health spa, Marshall & Williams
T extile Machine Manufacture Supplies
and Equipment Co. and Greenville
Technical College. This area is
100% b uilt up with the only possible
building activity being the removal
of older existing structures in
favor of new construction.

NoniNSON company or Greenville, inc
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SITE DATA

STREET ADDRESS: 2 Skyview Drive
LOCATION: Skyview Drive and W interberry Court.
FRONTAGE: 242.65 feet on Skyview Drive
222.65 feet on Winterberry Court
ACCESS: There is accessibility to the
property via Skyview Drive or
Winterberry Court. Skyview Drive

and Winterberry Court are two-lane
asphalt paved roads with concrete

curbs and gutters. Skyview Drive
runs in an east-west direction and
runs from its intersection w ith
Winterberry Court east towards
Pleasantburg Drive and Parkins M ill
Road. W interberry Court is located

off of Cleveland Street south of the
Cleveland Street and Pleasantburg
intersection and runs north to a cul
de sac.

SIZE: The subject property is estimated to
contain a total area of 62,188
square feet or 1.428 acres of land,
more or less. The improvements are
located on Lot 28, Block 1, Tax Map
269 of Greenville County. Lot 11.2,
Block 1, Tax Map 269 represents
excess land area. The excess land
area is estimated to contain 37,188
square feet.

SHAPE: The subject property is irregular in
shape overall; Lot 28 is rectangular
and Lot 11.2 is irregular.

TOPOGRAPHY: The subject site slopes from east to
west; Lot 28 is level and as noted
earlier is unimproved. Lot 11.2 s
not level and slopes down to

W interberry Court.

IMPROVEMENTS: Lot 28, Block 1, Tax Map 269 of
Greenville County is improved with a
7,170 SF one-story sutcco
office/warehouse. The building was
originally built for a plastering
business but is now used for

automobile repair and storage.

CSC 28 mMnyNEHCIMANY OF GReENVILLE, INC



SITE DATA - Continued

FLOOD PLAIN:

CENSUS TRACT:

review of the Flood Hazard Map

that the subject property is
in the flood plain area; the

subject property is found on City of
Greenville-Com munity Panel No.
450091-0000A for Flood Hazard Zone.

subject property is located in
Census Tract No. 13.01 - Greenville/
Spartanburg Standard M etropolitan

S tatistical Area.

CSC 2jJ° nNEINGIMPANY OF GReeNvILLE. INC



ZONINGI TAXES, HIGHEST AND BEST USE

ZONING: The subject property is currently
zoned "S-1" - Service D istrict.
This district is intended to
accommodate wholesaling,
distribution, storage, processing,
lig ht manufacturing and general
commercial uses. Certain related
structures and uses required to

serve the needs of such uses are
permitted outright and are permitted
upon review subject to restrictions

and requirements intended to best
fu Ifill the intent of this
ordinance. The lot requirements are

as follows:

Minimum Lot Area - no minimum lot
area required except as needed to
meet other requirements.

Minimum Yard - if frontage is 100
feet or more, the required fron yard
shall be 25 feet.

Side Yard - no side yard is required
if buildings are built to side lot
line other were at least 3 feet of
side yard width is required.

Rear Yard - permitted and
permissible pnnicpal structures 10
feet. Naximum height of structures
40 feet.

TAXES: The subject is assessed at a
commercial rate of 6% and is in Tax
D istrict 500, City of Greenville.
The millage rate for the subject is
233.9. The subject property’'s total

assessed value is $12,855. and
results in a tax charge of
$3,046.79.

HIGHEST AND BEST USE: In considering the highest and best
use of the subject property, it is
important to recognize four factors;
legality, economic demand, physical

adaptability, and trends effecting
the proposed use.

RODINSON COMPANY OF GREENVILLE, INC
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HIGHEST AND REST USE

NO/10 19/

Continued

exhibit
no. 9

STATE BUDGET & CONTROL BOARD

The subject
the present

an
this type
indicates

property

often. In
property is
lim its and is
In terms
the
its
and
improvements
the addition
excess

as
that

fulle st

Lastly, the
seen the
encroached
Technical
additional

In addition

subject
w ith its
highway

property is
zoning
economic demand for

office/warehouse
addition
located within
near
of physical
improvements utilize
use
parking.
do not

trend
e xisting
upon
College in
land and building
officel/distribution
office/warehouse
property is
convient
within

legal under
laws and there is
property of
inform ation
this type of

occur
subject
the ©city
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adaptability
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hard to find
location to a
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is highly sought after.

In conclusion, this is a site with a
good location with excess land area
located within the city Ilim its of
Greenville, S.C.; these types of
sites are very desirable.
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LAND

Street Address:
Loc.ition:

Area:
Frontage:

Topography:

Streets:

Sidewalka:

Curbs & Gutters:
Driveway:

Zoning & R estrictions
Present Use:

Special Hazards:

IMPROVEMENTS

Construction:
Foundation:

E xterior W alls:
Condition Roof:

Floor Area:

Interior Condition:
Plumbing:

Heating:
Air-Conditioning:
Walls:

Ceilmgs:
Windows:

Doors:

Bath W ainscot:
Insulated:
Gutters & D.S.:
Age:

Lighting:

PROPERTY DESCRIPTION

2 Skyview Drive

Greenvilie, S. C.

1.420 acres or 62,100 SF
242.65 FF - Skyview Drive
242.65 FF on Winterberry Court
Slopes from east to west
Asphalt paved

N/A

Concrete

Gravel

"sS -1 Service
Automotive Repair
None

Concrete block

Concrete

Stucco

Good - Roof has one low spot
which needs to be repaired.
7,170 SF of which 2,400 SF s
office and 4,770 SF is warehouse
Average

2 restrooms each having 1 toilet
and 1 lavatory.

FWA -G as

Central - office area only
Plaster

Plaster

Metal roll out type

E xterior - Steel

E xterior 6 wood overhead doors
Interior - Wood

Plaster

Ceilings and walls
Galvanized

20 years

Fluorescent strip lights

ROBINSON COMPANY OF GREENVILLE. INC
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VALUATION METHODS

In appraising real estate to arrive at a fair

approaches are generally used.
Approach, (2)
use of
value is developed.

The Cost Approach adds the market value of
depreciated
land. The Cost Approach is

would pay

For the Income
similar use properties.

of the fair

Approach an economic rent

market value, three

These approaches are the (1) Cost
Income Approach, and (3) Market Approach. W ith the
these three approaches an indication

market

the land to the

replacement <cost of the improvements made to the
based on the principal that no one
more for an existing property than
replace or substitute the property with one of

it would cost to
similar utility .

is determined from
Gross income and expenses are projected
to arrive at a net income. This net income

is thf'n capitalized

at a rate to provide an investor with a return of capital and a

return on capital.
gives an indication

The capitalization of
by the Income Approach.

The Market Approach compare the subject

sales of other properties of similar type and use.

for differences

Correlation of these three independent
indication of the fair market value.

08033

between the comparable sales
property provide an indication of the subject

approaches

net income, then,
property with recent
Adjustments

and the subject

property’s value.

yields an
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In order

investigate

sales of
verified

property,

EXHIBIT
|\0/10]937 no. 9

STATE BUDGET t CONTROL BOARO

LAND VALUATION

value the subject property is was necessary to

the Greenville area for information from recent land

similar type properties. After comparable sales were
adjusted each one individually to the subject
giving weight to the variance that | would imagine a

typical purchaser in the open market would do.

I have utilized five comparable sales in the Greenville C ity
lim its and adjustments have been made for time, location, size
and topography. The indices ranged in value from $1.60 per

square foot

Time:

Location

Size:

Topography

to $3.30 per square foot.

Adjustments for time have been made for the age of
the sale. Time was adjusted up at the rate of 57
per year to reflect a general increase in the
price of land in the Greenville, S.C. area

Adjustments were made for location, according to
the amount of traffic flow in the area, how
readily accessible the location is from major

thoroughfares and the amount of frontage and
visibility the comparables have as compared to the
subject property.

Adjustments were made for size, considering the
amount of land bought or sold and comparing the
subject’s amount of land, If the comparable was
smaller than the subject, a deduction occurs, and
if the comparable is larger, there is an upward

adjustment.

Adjustments were made for topography, comparing
the subject property to the comparables. If the
comparables are inferior in topography, an upward
adjustment occurs and if the comparables are

superior in topography, as compared to the subject
property, a downward adjustment occurs.

ROOINSON COMPANY OF GREENVILLE. INC
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LAND VALUATION - Continued

All adjustments are shown in the Comparable
Chart below:

COMPARABLE SALES ADJUSTMENT CHART

PRICE
INDEX# ISF TIME LOCATION STZE TOPO. COMP. ISF
70382 $2.79 - 1% -25% + 5% -0 - 0.86 $2.40
70252 $2.36 + 170 -10% +10% -5% 0.96 $2.27
70157 $1.60 ¢ 2% ¢ 5% -0 - -5% 1.07 $1.71
61254 $3.30 ¢ 2% -10% - 5% -5% 0.82 $2.71
60692 $2.66 ¢ 5% -15% -0- -5% 0.85 $2.26
A fter adjustments shown in the above chart, it may be seen
the adjusted price per square foot ranged from a high of $2.40
per square foot to a low of $1.71 per square foot. Therefore, it

is my opmion that the indicated unit value for the subject
property which contains a total area of 25,000 SF of land and is

located on the north side of Skyview Drive is $2.30 per square
foot.

$2.30/SF x 25,000 SF = $57,500.

The value for the excess land is $2.40 per square foot,
higher valuation is due to its corner location.

$2.40/SF x 37,187 SF $89,249.

ROBINSON COMPANY OF G
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COST APPROACH

Replacement Cost Estimates are from Marshall Valuation Service, a

national cost service to which | subscribe. The economic life
is based on studies of actual m ortality, condition of
survivors, and ages at which major reconstruction and/or change
of occupancy has taken place. The effective age of the building
been estimated after considering the actual age, as well as
condition and the expected future life of it. It is also
that the cost figures have been adjusted for current costs

the local multipliers for the Greenville, S.C. area. I have

had occasion to check these costs with local contractors and have

them to be very reliable.

OFFICE/WAREHOUSE - Replacement Cost New Estimate from Marshall
VafuatTon 'service, Section 14, Page 18, August 1986, Class "C",
Good Storage

Base Unit Cost $ ISF
Air Conditioning 2_8.8Q2.SF

Adjusted Unit Cost $31.08/SF
Mulllpilers:

Area/Penmeter M ultiplier 1.000

Height M ultiplier 1.118

Current Cost M ultiplier (6/87) 1.02

Local M ultiplier (Greenville,SC)

Composite M ultiplier 969

Adjusted Unit Cost of Building:
$31.08/SF x .969 $30.12/SF

Replacement Cost New of Building:
$30.12/SF x 7,170 SF $215,960.

Less Deprreiation:
Physical Incurable (Age/Life Method)

E ffective Age 12 years

Economic Life New 45 years

Depreciation - 12/45 = .267
267 x $215,960. -57,661 .
Physical Curable Depreciation -_3,000.
Depreciated Cost of Improvements $155,299.

ROOINSON COMPANY OF GREENVILLE. INC
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INCOME APPROACH

In the Income Approach, an attempt is made to find rentals of
comparable buildings with similar utility in the Greenville, S.C.
area to compare with the subject property. This comparison is
made in order to establish the rental value for the subject
property which is considered to be economic rent. From this
economic rent an estimate of expenses is deducted from the gross
income in order to arrive at a net income figure. The net income
figure in then capitalized into an indication of value using an

overall rate.

The following rental information is mentioned as being the most

comparable which I have examined and compared to the subject
property.

Rental No. L

Located on the corner of Grand Avenue and Lowndes H ill Road just
west of S.C. Highway 291 is a five unit office/warehouse complex
containing a total area of 15,175 SF of which 10,342 SF s in
o ffice area and the remaining 4,833 SF is warehouse space. The
leases are for a three year period and were negotiated in the
early part of 1905. The rents range from $4.00/SF to $5.B4/SF

for office and warehouse combined which equals to an average of
S4.92/SF.

RervtalL Noes 2

Located on North Pleasantburg Drive is a 19,193 SF masonry retail
building which was constructed in 1970 with an addition made in
1906. The current lease to Carriage House Furniture calls for an
annual rent of $67,500. on the original building plus $11,635.

per year for the new warehouse addition. This results in a total
rent of $79,135. per year for 19,193 SF or $4.12/SF. The terms
of the lease call for the tenant to pay taxes, insurance, all

utilities and interior and exterior maintenance.

Rental No. 3

The Furman Company currently leases a 24,000 SF warehouse
distribution complex containing 6 units each unit containing
4,000 SF. The building is located on Interstate 305 and 1000

Oaks Boulevard and is leased at a rate of $5.75/SF for o ffice
space and $3.00/SF for warehouse space or $3.69/SF. The building

is of masonry construction and approximately 25% of each unit is
in office space.

RODINSON COMPANY OF GPEENVILLE. INC
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INCOME APPROACH - Continued

Rental No. 4

The Furman Company currently leases a 24,000 S- warehouse
distribution complex containing 6 units, each unit <containing
4,000 SE. The building is located on Interstate 385 and 1000
Oaks Boulevard and is leased at a rate of $5.75/SI for o ffice

space and $3.00/SF for warehouse space or $3.69/SF. The building
is of masonry construction and approx imate 1y 256 of each unit is
in office space.

Based on the above inform ation, as well as knowledge of other
rentals of service related buildings in the Greenville arae, it
is my opinion that the fair market rental value of the subject
property would be $6.00/SF for the office area and $3.00/SF for
the warehouse area. This relates to an average fental rate of
$4.00 per square foot.

In the Income Approach, I have estimated vacancy and credit loss
at which | feel is reasonable for a building of this type.
The taxes have been based on the assessed value of similar
service oriented buildings on a per square foot basis. The
insurance and maintenance expenses have been estimated based on
inform ation gathered from past appraisal assignments. A real

estate management fee of 6% of the effective gross has been
estimated which is typical for property of this type in the
Greenville, S.C. area.

Estimated Gross Income
O ffice Area

2,400 SE x $6.00/SF $14,400.
Warehouse & Storage Area
4,770 SF x $3.00/SF 34,310.
Total Gross Income $20,710.

Less Vacancy & Credit Loss (6%)
6% x $20,710. z2J<723-
E ffective Gross Income $26,987.

Less Expenses:

Taxes

Insurance ($.10/SF)

M aintenance ($.05/SF)

Management (6% EGI)
Total Expenses Z+xJ42_.
Net Income (N .O.l.) $21,245.

ROBINSON COMPANY OF GREENVILLE, IN
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.INCOME APPROACH - Continued

Capita Lizati°n of Not Income
The typical investor in real estate in the current market s
anticipating an 14% return on his equity investment. In
addition, he will leverage his investment by borrowing as much as
possible on his first mortgage loan, usually about 75% of value.
His return on his investment w ill then occur in three ways: (1)
An equity dividend after mortgage payments (assuming a positive
cash flow), (2) Amortization of a portion of the mortgage during
his ownership, and (3) Appreciation or increase in value during
his holding period.
In this particular case, a holding period of five years was
considered to be typical. A fter discussions with the owners
it is assumed that the typical mortgage on the subject property
would be a 75% loan to value ratio at 105% for a 25 year
amortization schedule. Most probably this would include a balloon
payment at the end of 5 to 10 years. The equity yield rate or
expected return by an investor has been estimated at 14% which I
consider to be consistent with current buyer's expectations for
such investments. A fter adding these two figures together and
deducting for the equity build-up over 5 years a basic rate is
derived. From this basic rate a figure for appreciation was then
deducted. Such appreciation has been estimated, based on a
comnounded 2% per year figure which is relatively consistent with
both the Consumer Price Index as well as the economic indicators
and buyers expectations of inflation for this particular area.
U tilizing the above criteria the overall rate is developed as
follow s:
OveraH Pate Development
Loan Ratio x Annual Constant .75 x .1133081 = .0849764
Equity Ratio x Equity Yield Rate 25 x .14 = .035000
Weighted Rate . 1199764
Less Equity Build-up: .75 x .0542061 x .1512835 =z .0061594
. 1138170

Less Appreciation Rate Q 2%

Compounded per year .1048 x .1512035 = .0157439
Overall Rate .0980712
I have also supported these figures with sources from the
American Council of Life Insurance Companies. Research was
conducted bv 20 life insurance companies throughout the United
States.

ROBINSON COMPANY OF GREENVILLE. INC
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INCOME APPROACH - Continued

Contract interest rates on new mortgage commitments averaged
9.30% in the third quarter, down 17 basis points from the
previous quarter. Contract rates were the lowest since the first
quarter of 1970 when they averaged 9.26%. The overall rate
includes commitments with special features which typically carry
below-market interest rates. Pates on "straight” loans declined
17 basis points from the preceeding quarter, and are down 447
basis points from their peak in the third quarter of 1904.

Commitment volume soared to $4.7 billion in the third quarter of
1906, down sharply from the series high $7.0 billion recorded in
the second quarter. Volume was the lowest since the first
guarter of 1905, when new commitments totaled $4.4 billion.

Capitalization rates declined for the eighth straight quarter.
Average capitalization rates dropped to 9.1% in the third
guarter, compared to 9.3% one quarter earlier and a peak of 13.4%
in the fourth quarter of 1901.

A range of capitalization rates for loans on income producing
properties by 20 life insurance companies (accounting for 68% of
non-farm mortgages held by U.S. life insurance companies) of the
American Council of Life Insurance Companies for the 3rd quarter
of 1906 were:

Interest Rate* Capita lization Rat#?
Purchase of existing property 9.2%
70.0% - 74.9% Loan/Value 9.1%
75.0% - 79.9% Loan/Value 9.0%
Commercial service, less than $2,000,000. 9.6%
Commercial service, Purchase of existing property 9.4%
Commercial service, South Atlantic 9.3%
North Carolina 9.0%
Georgia 8.9%
South A tlantic 9.0%
Average of above 9.16%
Range, 1 S.D. 8.9% to 9.6%

A fter reviewing the developed capitalization rate, the results of
the study and considering the effects of a shifting interest rate
and the age and condition of the subject property, it is my

opinion that a capitalization rate of 10% would be applicable for
the subject property.

ROBINSON COMPANY OF GREENVILLE, INC
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INCOME APPROACH - Continued

E X H IB IT

NOV 1 01987 no. 0O

jjzat, ion STATE BUDGET & QONTROL BOARD
Net Income/Overall Rato = Indicated Value
$21,245./.10 = $212,450.
Plus Excess Land:
47,107 SF x $2.40/SF = *09,249.
Less:
Functional Obsolescence Curable = - 3,000.
INDICATED VALUE BY INCOME APPROACH $290,699.
ROUNDED TO: $290,700.

08C42
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MARKET APPROACH

An attempt was made to find sales of similar buildings to which
the subject property could be compared. Attached to the addenda
of the appraisal is information concerning sales of comparable
storage buildings in the area.

Here again, I have adjusted these sales as | would imagine the
typical purchaser in the open market would account for the
dissim ilarities in the buildings that have sold and the subject
building. Adjustments have been made for time, location, size,

age, quality and condition.

Time: Adjustments for time have been made for the age of
the sale, in which all of the comparables have
been adjusted for time. A 3% upward adjustment
per year was made for the increase in value in

order to keep up with the inflationary trend.

Location: Adjustments were made for location, according to
the amount of traffic flow in the area, how
readily accessible the location s from major
thoroughfares, and amount of frontage and the

visibility the comparables have as compared to the
subject property.

Size: Adjustments were made for size, considering the
amount of land bought or sold and comparing the
subject’'s amount of land. If the comparable was
smaller than the subject, a deduction occurs, and
if the comparable is larger, there is an upward
adjustment. It has been my observation of the

market in the past that smaller properties tend to
sell on a higher per unit basis than larger ones.

Age: An adjustment has been made for age, comparing the
age of the comparable improvements to the age of
the subject. | f the comparble sale is a
considerably newer warehouse than the subject, a
downward adjustment occurs. | f the comparable
sale is considerably older than the subject, an

upward adjustment occurs.

ROBINSON COMPANY OF GREENVILLE, INC
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MARKET APPROACH - Continued

Quality & Adjustments for quality and condition have

Condition: occurred considering the type of building
m aterials, guality of materials and the overall
condition of the comparables as compared to the
subject property. If the comparables are superior
in quality a downward adjustment occurs and if the
comparable is inferior in guality an upward
adjustment occurs.

All adjustments are shown in the Comparable Sales Adjustment
Chart below.

COMPARABLE SALES ADJUSTMENT CHART

PRICE QUAL.& ADJ.PRICE
INDEX# ISF TIME LOC. SIZE AGE COND. COMP. ISF
60209 $29.17 + 4% -5% - 5% -0- - 5% 0.89 $25.96
50315 $24.30 + 6% -5% - 5% -0- - 5% 0.91 $22.11
40607 $27.17 + 9% ¢5% +30% -0- - 5% 1.19 $32.33
40609 $27.90 + 9% +5% -10% -0- + 5% 1.09 $30.41

The adjusted price ber square foot for land and improvements
ranged from $22.11 per square foot to a high of $32.33 per square
foot. It IS -my opinion that the indicated unit value for the
subject property is $30.00 per square foot.

$30.00/SF x 7,170 SF = $215,100.

Plus Excess Land Value +09,249.

Less Functional Obsolescence Curable - 3,000.
TOTAL INDICATED VALUE BY MARKET APPROACH $301,349.
ROUNDED TO: $301,300.

ROBINSON COMPANY OP GREENVILLE, INC
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CORRELATION AND FINAL VALUE ESTIMATE

The three approaches to value indicate as follows:

COST APPROACH $307,600
INCOME APPROACH $298,700
MARKET APPROACH $301,300
The three approaches to value were developed independently of

each other and all were derived from market information compiled
and interpreted by this appraiser.

The Cost Approach involves a measure of accrued depreciation i f
the building is anything other than new. The depreciation
estim ate is a highly judgmental factor and renders the Cost

Approach somewhat less reliable.

In the Income Approach to value rentals of offlce/warehouse
buildings were utilized in order to estimate the Net Income for
the subject property after deducting reasonable expenses. This
Net Income is then capitalization at a rate to provide an
investor with a return of capital and a return on capital. The
developed overall capitalization rate emphasizes the current

market rate and factors.

In the Market Approach, the method of estimating market value is
to e impure the subject property with comparable properties that
have recently sold. The premise of the Market Approach is that
the market w ill determine a price for the subject property m the

same manner that it determines the price of comparable,
competitive properties.

Since the Market Approach represents what buyers are actually

paying for similar type properties and the Income Approach
represents what market rents are actually being paid for similar
type properties, it is my opinion that the fair market value of

the subject property as of june 25, 1987 is:

THREE HUNDRED THOUSAND DOLLARS
($300,000.)

NODINGON COMPANY O f GnEENVILLE, INC
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CERTIFICATION

The undersigned certifies and agrees that:

I. | have no present or contemplated future interest in the
property appraised; and that neither the employment to make
the appraisal, nor the compensation for it, is contingent
upon the appraised value of the property.

2. I have no personal interest m or bias with respect to
subject matter of the appraisal report or the participants
to the sale. The "Estimate of Market Value" in the
appraisal report is not based in whole or in part upon the
race, color, or national origin of the present owners or

occupants of the properties in the vicinity of the property
appralsed.

3. | have personally inspected the property. To the best of
mv knowledge and belief, all statements and inform ation in
this report are true and correct, and | have not knowingly

withheld any significant inform ation.

4. All contingent id lim iting conditions are contained
herein (imposed by le terms of the assignment or by the
undersigned affecting the analysis and conclusions contained
in the report).

5. This appraisal report has been made in conformity with
and subject to the requirements of the Code of Professional
Ethics and Standards of Professional Conduct of the American

Institute of Real Estate Appraisers of the National
Association of Realtors.

6. In arriving at the analyses, conclusions or opinions
concerning the Real E state in this appraisal report |

acknowledge the professional contribution of Mr. John S.
McCutcheon,Jr., Associate Appraiser.

7. The American Institute of Real Estate Appraisers conducts
a voluntary program of continuing professional education for

its designated members. MAI and RM members who meet the
minimum standards of this program are awarded periodic
educational certification. I am currently certified under

this program.

James H. Robinson, MAI

ROBINSON COMPANY OP GREENVILLE. INC
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James H.

APPRAISER'S QUALIFICATIONS

Robinson is currently engaged in the practice of real

estate appraising, after being in many phases of general real

estate activity
W ashington Street,

EDUCATION:

CLIENTS:

since 1950. His office is located at 600 E.
Greenville, South Carolina.

Graduated Clemson University B. S. Degree,
1949

Completed Real E state Course No. 1,
University of Tennessee, 1953

Completed Real E state Course No. 2,
University of Virginia, 1964

Completed Real E state Course No. 3,
Clemson University, 1966

(Courses sponsered by the American Institute
of Real Estate Appraisers)

A partial list of clients includes:

U. S. Postal Service

U. S. Internal Revenue Service
S. C. Department of Highways and Public
Transportation

S. C. Attorney General

S. C. Department of Parks, Recreation and
Tourism

City of Greenville, S. C.

City of Anderson, S. C.

City of Greer, S. C.

City of Easley, S. C.

County of Greenville, S. C.

M etropolitan Sewer D istrict
Chemical Bank of New York

North Carolina National Bank
South Carolina National Bank
Southern Bank and Trust Company
American Federal Bank FSB
Bankers Trust

C & S National Bank

Community Bank

First Citizens Bank & Trust
First Federal of South Carolina
First National Bank of S. C.
Security Federal of S. C.
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APPRAISER *S QUALIFICATIONS-Continued

PROFESSIONAL
AFFILIATIONS: Greenville Real
(President 1972;
Secretary 1954)

International

Member American
Appraisers
1974)

COURT EXPERIENCE: Qualified as

following:

Master in
Probate Court

Estate Board
Vice President 1970 & 1971;

Right of Way Association
In stitute of Real
(President S.

Estate
C. Chapter No0.47 in

expert withess in the

Equity Court

Greenville County Court

General

Sessions Court

U. S. District Court

LICENSED: Currently holds a Real Estate Brokers License
in South Carolina, North Carolina and
Georgia.
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COMPARABLE LAND SALES DATA

PROJECT COUNTY LOCATION
Greenville Old Airport Road
- GRANTOR GRANTEE
Wm R. Timmons Jr. & Walter W Goldsmith
TAX MAP 9LK. LOT ' OATE BOOK j PAGE stamps
284 2 28 12-31-86 1287 815
USE AT SALE HA QUSE SIZE
Vacant 19,690 SF
J
FINANCING DATE INSPECTED COND. OF SALE TOPOGRAPHY
6-29-86
DRAINAGE UTILITIES ZONING STREETS
Appears
Adequate All S -1 Paved

INDEX NO.
61254
B.R. Chandler
CONSIDERATION
$65,000.
SHAPE
Rect.

ACCESS & frontage

97.9 FF - OIld Airport Rd

EASEMENTS CHANGE SINCE SALE
None Vacant
Sale Price 65,000.
Price per front foot
Price per square foot 3.30
Price per acre 143.748.
I\D/lo ]EB? no. 9

STATE BUDGET & CONTROL BOARO
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COMPARABLE LAND SALES DATA

PROJECT COUNTY LOCATION INDEX NO.
Greenville Industrial Drive 60692
GRANTOR GRANTEE
Perrv A. Lenardis I"iTone
TAX MAP blk. LOT DATE BOOK  PAGE  STAMPS CONSIDERATION
| 258
3 I 6-17-86 1268 849 $80,000.
USE AT SALE j H&B8USE SIZE
Vacant Commercial 30,031 SE
FINANCING OATE INSPECTED COND. OF SALE TOPOGRAPHY ACCESS & FRONTAGE
158 FE - Industrial Dr
6-29-86 Level 171 FE -
1 DRAINAGE UTILITIES ZONING STREETS EASEMENTS CHANGE SINCE SALE
Appears
! Adequate All S - Paved None None
Sate Price $ 80,000.
Price per front foot S
Price per square foot S 2.66
Price per acre » 115.869.
— *\ oo~ \/il
/ * 14 *
/r
v 5
o a J t3 z /
'
~ A
fa» * *
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COMPARABLE LAND SALES DATA

PROJECT COUNTY LOCATION

INDEX F
Greenville Cleveland st. Est 7038
GRANTOR GRANTEE
Suitt Construction Co. MI! Propert ies
TAX MAP BLK. LoT ' DATE BOOK PAGE  STAMPS CONSIDERATION
269 1 2 3-3-87 1290 626 $130,000.
USE AT SALE H A B USE SIZE SHAPE
Vacant O ffice 1.07 acres or 46,609 SF Trreg.
FINANCING OATEINSPECTED COND OF SALE TOPOGRAPHY ACCESS & FRONTAGE

122.9 EE - Cleveland St

DRAINAGE UTILITIES ZONING Streets EASEMENTS CHANGE SINCE SAL
Appears
Adequate All on Paved None None
Sale Price $ 1301000-—
Price per front foot
Price per square foot $ 2.79
Price per acre t 121,332.

EXHIBIT

NOV 10 1987 no. 9

STATF RUOGET & CONTROL SOARO
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COMPARABLE

1 PROJECT COUNTY LOCATION
Greenville
GRANTOR
Walter S. Griffin
TAX MAP BLK. LOT DATE BOOK
[ 258
30 2-13-87 1288
USE AT SALE H & 8 USE SIZE
acant Service-Comm. 1.41
FINANCING DATE INSPECTED COND. OF SALE
6-29-87
DRAINAGE
Appears
Adequate

*Improved with chainlink fencing used for
dumpster storage.

LAND SALES DATA

INDEX NO
Commercial Drive 70252
GRANTEE
John T. Langston
PAGE stamps CONSIDERATION
528 $145,000.
acres or 61,420 SF
TOPOGRAPHY ACCESS & FRONTAGE
.evel 216.9 FF - Commercial Dr.
STREETS EASEMENTS CHANGE SINCE SALE
Paved None

Sale Price 145,000.
Price per front foot

Price per square foot 2.36
Price per acre s 102.802.

CSC57



COMPARABLE LAND SALES DATA

I PROJECT

COUNTY LOCATION
Greenvilie
GRANTOR
Spartan Self Storage Assoc.
TAX MAP 8LK. LoT DATE BOOK
1 284
2 33 12-31-86 1285
USE AT SALE H & B USE SIZE
Vacant Commercial
FINANCING DATE INSPECTED COND.OF SALE
6-29-87
f — ORAINAGE UTILITIES ZONING
Appears
us Adequate All S-1
33
I<s ' t
,0 it
-1
il s |: <
3 . * 1

INOEX NO
Adiiaw gbrive g - — ... ZQ132
GRANTEE
mperties
PAGE  STAMPS CONSIDERATION
828 $50,000.
31,253 SF
TOPOGRAPHY ACCESS & FRONTAGE
Level 140 FF - Airview Drive
STREETS EASEMENTS change since sale
Paved None Mini-Warehouses

Sate Price 50,000.
Price per front foot
Price per square foot 1.60

Price per acre

tSCss
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COMPARABLE IMPROVED SALIg t"TIH 1 D 1 *

PROJECT COUNTY LOCATION Q INDEX NO
_ _ NOV 101987 no* v
Greenville 1201 Poinsett Hwy. u 50315
v. .ANTOR GRANTEE gUOGCT & COWKUL OV-U
Hertz Pealty Corporation S. Duvall
TAX MAP 8LK. LoT DATE BOOK  PAGE  STAMPS CONSIDERATION
171 5 15 3-12-85 1235 319 $125,000.
USE AT SALE h & 8 USE SIZE OF LAND SHAPE
Tire Shop Service 1.14 acres Irregular
FINANCING | DATE INSPECTED COND. OF SALE TOPOGRAPHY ACCESS n, FRONTAGE
Norm al Level 136* - Poinsett Hwy
231° G antt Street
DRAINAGE UTILITIES ZONING STREETS EASEMENTS CHANGE SINCE SALE
Adequate M I C-2 Paved None None
IMPROVEMENTS DESCRIPTION
building type M asonry ) 125,000
BUILDING SIZE 5,143 5.F. Sales Pries
AGE: Price per §q|..|are
CONSTRUCTION DETAILS' foot Of building s -24-1Q.

One story brick building containing 3,889 S.F.
of shop area and 1,254 S.F. of office area.
Nice finished office area with wall to wall
carpet and acoustical tile ceilings. Shop
area concrete floors - not finished with
three overhead doors. t
TT /14, fij
'‘B/IQZ
L7 Qy
A
7 C
(>3
7
(0]

M
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I COMPARABLE IMPROVED SALES DATA

PROJECT COUNTY LOCATION INOEX NO
— Greenville S.C. 253 40609
GRANTOR GRANTEE
(( W.E. Holtzclaw Donald Jacks
TAX MAP BLK. LOT DATE BOOK page STAMPS CONSIDERATION
143 1 e 55 6-28-84 1215 980 $62,500.
USE AT SALE H & B USE SIZE OF LAND SHAPE
Commercial 11,880 S.F. Rectangular
FINANCING 1DATE INSPECTED COND. OF SALE topography ACCESS 8 FRONTAGE
1-30-85 Normal Level , on grade 253 L.F.
DRAINAGE UTILITIES ZONING STREETS EASEMENTS CHANGE SINCE SALE
Adequate All C-2 Paved

Mr. Alternator

IMPROVEMENTS DESCRIPTION

building type Metal - Wood Truss )
L ’ \ Sales Price
building SIZE 327 x 70" = 2240 S.F. i
age Price per square
9 foot of building 90

CONSTRUCTION DETAILS:
Concrete floors, fenced in, insulated overhead

and walls, oil heat, 2 0.!''. doors, small A/C
office (.ipprnx imately 5%)

0SC82



COMPARABLE IMPROVED SALES DATA

1 PROJECT COUNTY LOCATION INDEX NO
Greenville Grove Road 40607
GRANTOR grantee
Adams, Jean D. Varat, Joshua E,
TAX MAP BLK. LOT DATE "~ BOOK PAGE STAMPS CONSIDERATION
WG1.1 03 12.7 6/1/84 1214 202 $550,000.
USE AT SALE H & B USE SIZE OF LAND SHAPE
Industrin 1 Industrial 1.87 Acres Rectangular
FINANCING DATE INSPECTED COND OF SALE TOPOGRAPHY ACCESS & FRONTAGE
On grade, fairly
6-17-86 Normal level 249.9 LF
DRAINAGE UTILITIES ZONING STREETS EASEMENTS CHANGE since sale
Adequate All C-2 Paved None
IMPROVEMENTS DESCRIPTION
BUILDING type- Masonrv Sales Price $ 550300
BUILDING SIZE 20,242 SF )
K Price per square
age: Built 1965 27.17

CONSTRUCTION DETAILS:

3,944 SF office

foot of building

C6CS3



COMPARABLE IMPROVED SALES DATA

PROJECT COUNTY LOCATION INDEX NO
Greenville 1201 Poinsett Hwy.; New Buncombe Rd. 60209
GRANTOR GRANTEE
S. DuVail Continential Engines
LOT OATE STAMPS CONSIDERATION
15 1-31-86 $150,000.
USE AT SALE H & B USE SIZE OF LAND
Tire Service Service 1.14 Acres
FINANCING 1DATE INSPECTED COND OF SALE TOPOGRAPHY ACCESS & FRONTAGE
| 136' - Poinsett Hwy.
Norma Level 231 - Gantt Street
DRAINAGE utilities ZONING STREETS EASEMENTS CHANGE SINCE SALE
Continential
Adequate All C-2 Paved None Engines Retail

IMPROVEMENTS DESCRIPTION

building type Masonrv _
BUILDING SIZE: 5,143 SE Sales Price s 150,000,

AGE: Price per square _

CONSTRUCTION DETAILS foot of building j 29.17
One-story brick building cotnaining 3,889 SF of - -

shop area and 1,254 SF or 32% of office area. e X h | b It
Nice finished office area with wall-to-wall carpet

and acoustical tile ceilings. Shop area floors - NOV 10 1987 I\D 9

not finished, with three overhead doors.
STATE BUDGET t CONTROL BOARD

EXHIBIT

NOV 10 1987 no. 9

STATE BUDGET 1 CONTROL BOARD
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EXHIBIT

NOV 10 1957 no. 10

STATE BUDGET AND CONTROL BOARD STATE BUDGET & CONTROL BOARD ON
MEETING OF November 10, 1787 ITEM NUMBER

Genera] Services
SUBJECT; Citadel Procurement Certification

The Division of General Services, in accord with Section 11-35-1210, has
audited The Citadel and recommends its 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) for a
period of three vears: goods and services, $10,000 per purchase commitment;
consultants, $10,000 per purchase commitment; information technology in
accordance with the approved Information Technology Plan, $10,000 per purchase
commitment; and construction services, $25,000 per purchase commitment.

BOARD ACTION REQUESTED:

In accord with Section 11-35-1210, grant procurement certification to The
Citadel within the parameters described in the audit report tor the following
limits (total potential purchase commitment whether single- or multi-year
contracts are used) for a period of three years: goods and services, $10,000
per purchase commitment; consultants, $10,000 per purchase commitment;
information technology in accordance with the approved Information Technology
Plan, $10,000 per purchase commitment; and construction services, $25,000 per
purchase commitment.

ATTACHMENT"?

Agenda item worksheet and attachment

C8C65



BUDGET AND CONTROL BOARD AGENDA ITEM WORKSHEET (Revised 8/84)

For meeting scheduled for: e X h I b It Blue Agenda

xx Regular Session Agenda

November h), 1987 —_ . -N:)/1Q1987 'no. Session a.

1. Submitted Bu:
(@) Agency: CflMigpt BOAW

(b) Authorized O fficial Signature: Richard W Kelly. Division

2. Subject:
Procurement Certification of The Citadel
J.  Summary Background Information: In accordance with the Consolidated
Procurement Code ection 11-35-1210, the Division of General Services has
audited The Citadel’s procurement system and recommends its certifica-
tion within the parameters described in the audit report for the following
limits for a period of three (3) years:

Goods and Services *$10,000 per purchase commitment
Consultants *$10,000 per purchase commitment
Information Technology in $10,000 per purchase commitment

accordance with the approved
Information Technology Plan

Construction Services *$25,000 per purchase commitment
*Total potential purchase commitment to the State whether single year or

4, What is Beard as.<ed co co?

Grant procurement certification for The Citadel

5. What is recommendation of tne Beard Division involved?

Grant certification

6. Recommendation of other office (as required)?

Authorized
(s) Office Vame (h1Signature

Supporting Documents:
List Those Not Attached But Available

List Those Attached from Submitter

1. 20 copies of Procurement
Audit and Certification
Report.

CSC86
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STAIl OF SOUTH CAROF INA
BUDGET AND CONTROL BOARD

DIVISION OF Gf NF RAlI SERVICES

1201 MAIN STREFT. SI'lU NX)
COIUMBIA SC 20
(Som W 0600

CARROLL A CAMPBELL. JR CHAIRMAN
GOVERNOR

GRADY | PATTERSON JR
STATE TREASURER

EARLE E MORRIS. JR
COMPIROLIil RGENI RAI

RI( HARD J CAMPBIl |
ASSISTANT DIVISION DIRECTOR

NY101¥ 0. 10

STATE BUDGET & CONTROL BOARD

RIMBERTC DENNIS
CHAIRMAN.
SENATE FINANCE COMMITTEE

ROBERT N Mcl EI I AN
CHAIRMAN.
HOUSE WAYS AND MFANS COMMITTEE

DR IESSF A COLES. JR
EXECUTIVE DIRECTOR

September 30, 1987

Mr. Richard W. Kelly
Division Director
Division of General Services
1201 Main Street
Columbia, South Carolina 29201
Dear Rick:
Attached is the final audit report of The Citadel and
recommendations made by the O ffice of Audit and Certification,
concur and recommend the Budget and Control Board grant The
Citadel three (3) years certification as outlined in the audit
report.

Sincerely,

Richard J. Campbell

A ssistant Division Director

Attachment

MA IF RIALS MANAGI MENTOFHCF

Slate Procurements A
Inloimatiun Technology Management (Mike
1201 Mam Street

Training 4 Research
500 Gervais Street

us Property Management

plus Property Supply. Warehousing 4 IMS

ton Avenue 1942 | aurel Srreei Annex ) Suae 600
Cot* SC 29169 Cola.. SC 29201 Coia.St 29201 Cola S< 29201
7J7-2060 737*0600

7J4-4335 734*7919

C8CS8

Installment Purchase Program
1201 Main Street

Office of Audi! A Certification
1201 Mam Street

Suite 600 Suite 600
CoU.SC 29201 Cola.SC 29201
TJ7-0600 7370600


COMPIROl.il

APRIL 1,

THE CITADEL
AUDIT REPORT

1985

SEPTEMBER 30,

1986
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CARROLL A CAMPBELL JR
GOVERNOR

GRADY L PATTERSON JK
STATE TREASURER

EARLE E MORRLs JR
COMPTROLLER GENERAL

Mr. Richard J.

EXHIBIT

STATE OF SOUTH CAROLINA MQV 4 A 4QO7 ma 1 A
BUDGET AND CONTROL BOARD 01U
DIVISION OF GENERAL SERVICES
COLUMg?AG§§G/$I—||8<SA1|—(F§)ELE|LA 2020! STATE BUDGET & CONTROL BOARD
1803 731 2150

REMRERT C DENNIS
CHAIRMAN.
SENATE FINANCE COMMITTEF

ROBERT N MeLELLAN
CHAIRMAN
HOUSE WAYS AND MEANS COMMITTEE

JESSE A COLES. JR PhD
EXECUTIVE DIRECTOR

WILLIAM J CLEMENT AIA
ASSISTANT DIVISION DIRECTOR

May 6, 1987

Campbell

Assistant Division Director
Division of General Services

300 Gervais Street
Columbia,

We

The Citadel

South Carolina 29201
examined the procurement policies and procedures of

for the period April 1, 1985 through September 30,

1986. As part of our examination, we made a study and evaluation

of the system of internal control over procurement transactions

to the extent we considered necessary.

The

of such evaluation was to establish a basis for

reliance upon the system of internal control to assure adherence

to the Consolidated Procurement Code and State and internal pro-

curement policy.

mining the nature,

Additionally, the evaluation was used in deter-

timing and extent of other auditing procedures

that were necessary for developing a recommendation for recerti-

fication above the $2,500 limit.

The

administration of The Citadel is responsible for

establishing and maintaining a system of internal control over

procurement

transactions. In  fulfilling this responsibility,

estimates and judgements by management are required to assess the

expected benefits and related costs of control procedures. The

OFFICE OF AUDIT AND CERTIFICATION

1803’ 737 2140

OFFICE OF THE STATE ENGINEER CONSTRUCTION AND PLANNING BUILDING SERVICES
*803 737 210 (803 737 2170 (803 734 3528
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objectives of a system are to provide management with reasonable,
but not absolute, assurance of the integrity of the procurement
process, that affected assets are safeguarded against loss from
unauthorized wuse or disposition, and that transactions are
executed in accordance with management's authorization and are
recorded properly.

Because of inherent Ilimitations in any system of internal
control, errors or irregularities may occur and not be detected.
Also, projection of any evaluation of the system to future perio-
ods is subject to the risk that procedures may become inadequate
because of changes in conditions, or that the degree of compli-
ance with the procedures may deteriorate.

Our study and evaluation of the system of internal <control
over procurement transactions as well as our overall examination

of procurement policies and procedures were conducted with due

professional care. They would not, however, because of the
nature of audit testing, necessarily disclose all weaknesses in
the system.

The examination did, however, disclose conditions, enumerated
in this report which we believe to be subject to <correction or
improvement.

Corrective action based on the recommendations described in
these findings will in all material respects place The Citadel in
compliance with the South Carolina Consolidated Procurement Code

and ensuing regulations.

R. Voight SheaQl/y, Manager
Audit and Certification
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INTRODUCTION

The O ffice of Audit and Certification conducted an examina-
tion of the internal procurement operating procedures and
policies and related manual of The Citadel. Our on-site review
was conducted November 18 through December 19, 1986 and was made
under the authority as described in Section 11-35-1230(1) of the
South Carolina Consolidated Procurement Code and Section
19-445.2020 of the accompanying regulations.

The examination was directed principally to determine wheth-
er, in all material respects, the procurement system's internal
controls were adequate and the procurement procedures, as out-
lined in the Internal Procurement Operating Procedures Manual,
were in compliance with the South Carolina Consolidated Procure-
ment Code and its ensuing regulations.

Additionally, our work was directed toward assisting the
agency in promoting the underlying purposes and policies of the
Code as outlined in Section 11-35-20, which include:

(1) to ensure the fair and equitable treatment of all
persons who deal with the procurement system of
this State;

(2) to provide increased economy in state procurement
activities and to maximize to the fullest extent

practicable the purchasing values of funds of the
State;

(3) to provide safeguards for the maintenance of a
procurement system of quality and integrity with
clearly defined rules for ethical behavior on the
part of all persons engaged in the public procure-
ment process.

08173



BACKGROUND

Section 11-35-1210 of the South Carolina Consolidated Pro-

curement Code states:

The (Budget and Control) Board may assign dif-
ferential dollar limits below which individual
governmental bodies may make direct procure-
ments not under term contracts. The Division
of General Services shall review the respec-
tive governmental body's internal procurement
operation, shall verify in writing that it is
consistent with the provisions of this code
and the ensuing regulations, and recommend to
the Board those dollar limits for the respec-
tive governmental body's procurement not under
term contract.

Section 11-35-1230(1) of the South Carolina Consolidated

Procurement Code states in part:

In procurement audits of governmental bodies
thereafter, the auditors from the Division of
General Services shall review the adequacy of
the systems's internal controls in order to
ensure compliance with the requirements of
this code and the ensuing regulations.

Our audit was performed primarily to determine if recertifi-
cation is warranted. Increased certification limits were not

requested.
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SCOPE NOV 10 1987  no. 10

STATE BUDGET 4 CONTROL BOARO

Our examination encompassed a detailed analysis of the inter-
nal procurement operating procedures of The Citadel and the
related policies and procedures manual to the extent we deemed
necessary to formulate an opinion on the adequacy of the system
to properly handle procurement transactions up to the requested
certification Ilimits.

The Audit and Certification team statistically selected
random samples for the period July 1, 1985 through June 30, 1986,
of procurement transactions for compliance testing and performed
other auditing procedures that we considered necessary in the
circumstances to formulate this opinion. As specified in the
Consolidated Procurement Code and related regulations, our review
of the system included, but was not limited to, the following
areas:

(1) adherence to provisions of the South Carolina Con-
solidated Procurement Code and accompanying
regulations;

(2) procurement staff and training;

(3) adequate audit trails and purchase order register;

(4) evidences of competition;

(5) small purchase provisions and purchase order con-
firmations ;

(6) emergency and sole source procurements;
(7) source selections;
(8) file documentation of procurements;

(9) warehousing, inventory and disposition of surplus
property;

OftO






UVINARY OF AUDIT FINDIN

Our audit of the procurement system at The Citadel produced

findings and recommendations in the following areas:

PAGE

I . Compliance - General 9

A. Procurement Exceptions - Random Sample
As part of our testing, we reviewed samples of
two hundred forty randomly selected
transactions. During this test, we noted six
compliance exceptions.

B. Review of Competitive Sealed Bid Invitations ,
In addition to the testing mentioned in I.A.

previously, we reviewed all formal competitive

sealed bid invitations processed by The
Citadel since receiving procurement
certification. We noted exceptions and/or

weaknesses in nine of these.

C. Consolidation of Orders
Four consecutively numbered purchase orders
were processed in a manner so as to circumvent

the competitive sealed bid process.

C8C77



Compliance-Emergency Procurements

Two procurements in excess of ten thousand dollars
each were made legitimately as emergencies. In
both cases, competition was solicited but not as

much as was practicable under the circumstances.

Compliance - Departmental Purchase Orders
Four departmental purchase orders exceeded the

college’s limit of fifty dollars.

Procurement Procedures
Our observations of procurement procedures at the
college resulted in several recommendations for

improvement.

PAGE

14

16

17



exhibit

NOV 10 1987 no. 10
RESULTS OF EXAMINATION

STATE BUDGET & CONTROL BOARO
le Compliance - General
A. Procurement Exceptions - Random Sample
As part of our testing, we reviewed samples of two hundred
forty randomly selected transactions. The following exceptions

were noted.

P.O. # P.O. Amount Item Description
41940 $2,167.36 Open-plan system panels
42057 1,275.00 Oscilloscope

42531 502.71 Storage Boxes

43351 2,474.85 Boat

48391 3,885.00 Microfiche duplicator
47885 3,195.00 Mimeograph Machine

The college procured the open-plan panels (P.O. 41940) from
the state ~contract vendor for office furniture. However, that
term contract indicated that “open-plan panels are excluded from
state contract and therefore must be purchased using another
procurement method.*1

We understand that the vendor may have indicated that the
state term contract included open-plan panels. It is the
college’s responsibility, powever, to  determine if  such
statements are correct.

The college wused the sole source methodology to procure an
oscilloscope at a price of $1,275.00 (P.O. 42057) . However, siX
months later, they submitted a request to State Procurements for
six more oscilloscopes of the same model number. As a result of
the competitive process and consolidation of orders, an award was
made to another vendor (State P.0. #51330) for these items at a

unit cost of $1,133.75 a savings of $141.25 each.
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Competition was not solicited for the procurement of storage
boxes (P.0. 42531) because it was anticipated to be less than
$500.00, the threshold at which competition is required.
However, the addition of freight charges resulted in the purchase
exceeding $500.00. All cost except for sales tax must be
considered when determining the level of competition required.

The procurement of a new boat (P.O. 43351) for $2,474.85
included a trade-in allowance of $120.00. The college solicited
three informal written quotations to comply with the Code and
regulations. However, an opinion written by the Materials
Management O fficer on December 4, 1984 states in part "The
original purchase price without consideration to the trade-in
value of used -equipment shall be the dollar Ilimit which
determines proper solicitation practices."

The two procurements of a microfiche duplicator and a
mimeograph machine (P.O.'s 48391 and 47885) were made based on
competitive sealed bids. However, the solicitation was not
advertised as required by Section 11-35-1580, Item 4, of the
Consolidated Procurement Code, which states in part "All
invitations to compete for information technology procurements
shall be formally advertised in an official state government
publication."” The definition of information technology in
Section 11-35-310(1) of the Procurement Code includes office
equipment of this nature.

We recommend that care be taken to ensure that:

(1) state term contracts are utilized correctly?

-10-
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(2) sole source procurements are made only where
appropriate;

3) all components of cost are considered when
determining competition requirements; and,

(4) information technology procurements are advertised

in "South Carolina Business Opportunities.”

COLLEGE RESPONSE
The Citadel concurs with all findings and recommendations.
Procedures have been revised or developed and are now in place to
ensure proper compliance. AIll Citadel procurement officers have

been reminded of the requirements as noted.

B. Review of Competitive Sealed Bids

In addition to the testing mentioned in I.A. previously, we
reviewed all formal competitive sealed bid invitations processed
by the college since receiving procurement certification. We
noted the following exceptions and/or weaknesses:

1) Bid number 6126-70 for an automatic flush valve was not
awarded to the low bidder based on the fact that his delivery
time was twelve weeks where as the successful bidder's delivery
time was five weeks. To complicate matters, the successful
bidder bid an alternate, not the item specified. The low bidder
bid as specified.

The bid conditions stated, "Delivery desired in five days.

Delivery may be a factor in the award."”

-11-
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We question this award on the basis that; (1) the required
delivery time was unreasonable as evidenced by the fact that no
one could meet it; (2) the rejected low bidder submitted a bid
for the specified item but the successful bidder did not; and
(3) the delivery condition in the invitation for bids was not
specific, indicating may rather than will and showing it as a
desired delivery time. Since no vendor could meet the desired
delivery, it was not mandatory.

2) On bid numbers 6121-793 and 7109-120, bids were solicited
from less than the required number of vendors. Regulation
19-445.2035, which establishes the required number of invitations
for bids for wvarious dollar amounts, states in part, "If the
minimum number of qualified bidders required by this Regulation
cannot be solicited, the appropriate Chief Procurement O fficer or
the head of a governmental body shall certify in writing that all
known sources were solicited."” These determinations were not
prepared.

3) The college has a policy of documenting reasons for
single bid responses. However, this was not done on bid numbers
6121-793, 7108-120, 7120-700 and 7125-793. We concur with this
policy and recommend that it be applied consistently.

4) Vendor terms offering a discount if payment was made
within thirty days were not taken into consideration in
determining the award for bid numbers 6126-670 and 7125-793.
O ffers of cash discounts for payment within short periods of time
such as ten to fifteen days should not be considered if it is

doubtful that payment can be made as required. However, liberal

-12-
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discount offers of thirty days should be considered when
determining awards.

The Citadel should take ~care to fully implement and
consistently apply the requirements of the Consolidated
Procurement Code and internal policy for competitive sealed
bidding. These are in the interest of compliance and protection

of the college.

COLLEGE RESPONSE
The Citadel concurs with all findings and recommendations.
The director of procurement services now reviews all bid packages
prior to mailing to ensure compliance. AIll procurement officers
have been briefed on the proper consideration of discounts as
well as the proper procedures for documentation of non-response.
Action has been completed to correct all findings and implement

all recommendations.

C. Consolidation of Orders
The following consecutively numbered purchase orders were
processed in a manner so as to circumvent the competitive sealed

bid process.

P.0. 1 Date Req. # Date Acknowledgement Amount

43027 06/28/85 06773 06/26/85 06/26/85 $2,336.04

43028 06/28/85 06774 06/26/85 06/26/85 2,241.69

43029 06/28/85 06775 06/26/85 06/26/85 1,549.49

43030 06/28/85 06778 06/26/85 06/26/85 1,327.20
-13-
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The above requisitions for office furniture were initiated by
the same person, from the same academic department, on the same
date. These procurements which totaled $7,454.42, should have
been combined and solicited using the competitive sealed bid
methodology. In this case, five or more qualified bidders should

have been solicited in accordance with Regulation 19-445.2035.

COLLEGE RESPONSE
As we noted during the exit interview on 15 July 1987, this
improper utilization of consecutively numbered purchase orders
took place in order to expedite end of the fiscal year orders.
However, The Citadel concurs that the four orders should have
been <consolidated and bid competively. Action has been taken to

preclude such actions in the future.

Il. Compliance Emergency Procurements

We reviewed all sole source and emergency procurements and
supporting documents for the period April 1, 1985 through June
30, 1986 for the purpose of determining the appropriateness of
procurement actions taken and the accuracy of the reports
submitted to the Division of General Services.

We found the majority of the transactions to be accurate and
correctly reported; however, we did encounter the following
emergency procurements where additional competition should have

been solicited.

-14-
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P.O. # Amount Description STATE BUDGET & CONTROL BOARD

43307 $12,285.00 O ffice shelves....” unusually large
class of freshman created
shortage."”

43308 13,230.00 Wardrobe cabinets. Same justifi-

cation as above.

Although these two emergency procurements seem valid, in our
opinion, additional competition could have been solicited. P.O.

43307 was supported by one phone quotation and two "No Bids", and

P.O. 43308 was supported by two phone quotes . Section
11-35-2110, Subsection E, states in part that "...as much
competition as is practicable should be solicited.” These orders
were made from the same vendor on the same day. The items

procured are normally available as open-line products. Chances
are that competition would have been available if solicited
through an invitation for bids. The Procurement Code regulations
allow for a minimum seven day bid. We recommend the college seek
more competition on future emergency procurements of this size

where time permits.

COLLEGE RESPONSE
The Citadel will attempt to solicit more competition for
future emergency purchases. When competition must be limited for
any reason, those facts will be fully documented in the emergency

procurement documentation.

-15-



I1l. Compliance-Departmental Purchase Order
We reviewed departmental purchase orders for fiscal year

1985/86. The following orders exceeded the <college's Ilimit of

fifty dollars.

P.0. « Amount Description

2547 $146.39 Miscellaneous merchandise
2540 100.89 for various departments
2542 113.39 throughout the college.
2535 112.80

COLLEGE RESPONSE
The director of procurement has developed a formal
microcomputer program to review departmental purchase order data
and identify departments in which possible abuse of the Ilimited
purchase authority is noted. Where appropriate, authority to use
departmental purchase orders will be suspended. The Citadel is
confident that the many benefits of the departmental purchase

order system far outweigh the very few apparent abuses of the

system.
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IV. Procurement Procedures STATE BUDGET & CONTROL BOARD

The

following recommendations are made to tighten the

procurement procedures at the college.

(1)

(2)

(3)

(4)

The

During a test of a block sample of five hundred purchase
orders, we noted what we consider to be a high frequency
of change orders. From time to time change orders are
necessary but a little more care in the processing of
original orders might reduce their number.

Purchase orders 43027 and 43028 were awarded based on a
low price from a vendor catalog. However, the price
sheet from the catalog was not retained. In the future,
we recommend that catalog price sheets be copied and
retained to document the prices used.

Sealed bid number 6127-500 was awarded based on a
vendor’s personal quotation submitted in response to the
invitation. In this case, his terms and conditions
agreed with ours so there was no problem. Care must be
taken however to ensure that, if vendor forms are
accepted, their terms and conditions agree with those
requested in the invitation for bids.

We were unable to locate the college's written policy
regarding procedures for the continued development of
the bidders list through the addition of bidders,
maintenance of bid history records, periodic updates.

overall effectiveness of the procurement system to

maximize the purchasing dollar is directly related to the quality

of the bidders list. Maintaining qualified sources of supply and

-17-
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broadening of the vendor base enhances competition and normally

results in lower prices for the same or higher quality of goods.

COLLEGE RESPONSE
The Citadel concurs with each of the four recommendations
provided and has already taken necessary action to implement

each.

-18-
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CERTIFICATION RECOMMENDATIONS

Wo.

0

STATE BUDGET & CONTROL BOARD

As enumerated in our transmittal letter, corrective action
based on the recommendations described in the findings contained
in the body of this report, we believe, will in all material
respects place The Citadel in compliance with the South Carolina
Consolidated Procurement Code and ensuing regulations. In
accordance with Section 11-35-1230 of the Code, The Citadel
should take this corrective action prior to September 30, 1987.

Toward this end, the Office of Audit and Certification will
perform a follow-up review on or about that date to determine if
the proposed corrective action has been taken. Based on the
follow-up review and subject to this corrective action, we will
recommend that The Citadel be recertified at the current levels,

which are as follows:

CATEGORY AMOUNT

*

$10,000 per purchase
commitment

l. Goods and Services

*

$10,000 per purchase
commitment

1. Consultant Services

*

I1l1. Information Technology in $10,000 per purchase
accordance with the approved commitment
Information Technology Plan

*

$25,000 per purchase

V. Construction Services |
commitment

¢This limit means the total potential purchase commitment to
State whether single year or multi-term contracts are used.

-19-
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COLLEGE RESPONSE STATE BUDGET & CONTROL BOARO

On 6 July, 1987, The Citadel implemented the first phase of a
new administrative computer support system which, when fully
implemented, will provide a much broader range of management
controls and reports for the entire procurement process at the
college. The combination of corrective actions implemented in
response to this audit report, other improvements recommended
verbally by the audit staff, and the improvements offered by the
new computer system will enable The Citadel to offer more
responsive procurement service to its faculty and staff while, at
the same time, fully complying with all provisions of the South

Carolina Procurement Code.

James M. Stiles, P.P.B.
Audit Supervisor

1 (
R ightvShealyZ Manager
AudiT and Certification

E X H IB IT

NOV 10 1987 No. 10

STAIl BUDGET & CONTROL BOARO

-20-
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September 30, 1987

Campbell

Assistant Division Director

Division of General
1201 Main Street,
South Carolina

Columbia,

Dear Richard:

We have returned to The Citadel
implementing the
covering the period April 1,
During this visit,
report through

made toward

the audit
testing.

We observed that The Citadel
toward correcting the problem areas found and
controls over the procurement system.

internal
made,

the system's
that procurements are handled
Procurement Code and ensuing

Services
Suite 600
29201

to determine the progress
recommendations in our audit report
1985 through September 30, 1986.
we followed up on each recommendation made in
inquiry, observation and limited

has made substantial progress
improving the

With the changes
controls should be adequate to ensure
in compliance with the Consolidated
regulations.

internal

We, therefore, recommend that the certification limits as
outlined in the audit report, be granted for a period of three
(3) years.

Sincerely,

State Suppn A Surplu- Ptopartt Management
Surplus Property Suppls Warehottamj A IMS
moaton Avenue I**2 laurel Stem
tola S( 2+201
TM-T*l«

I tola St 2*IM

L THAJTS

R. voight Shealy, Manager
Audit and Certification

M AN RIAl's MA\At.I MI M (Il 1O

suit Pik uienienn. A

* le.hno ., Manaprmcni (Mine Invtallineni Pun. have Piofian.

1201 Main Street

IXUr at Audit A Certifnaiion
1201 Main sum

Ini die-i
1201 Mao Stem

Txinir., A hfst.tth
w¢« Genan Sum

Annei | Suite MR) Suite MM) Suite MJI)
(al. St 2*201 lin. Si 2*201 Cota St 2201 tola St 2%201
w N7two D'AMO 7JT-OMO
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STATE BVIXI | AND controi BOARD  STATE BUDGET & CONTROL 80AW N 1
MEETING OF November 10, 1787 TTFM NUVBER

General Services
Youth Services Procurement Certification

The Division of General Services, in accord with Section 11-35-1210, has
audited the Department of Youth Services and recommends its 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) for a period of three years: goods and services, $25,000 per
purchase commitment; consultants, $25,000 per purchase commitment; information
technology in accordance with the approved Information Technology Plan,
$25,000 per purchase commitment; and construction services, $25,000 per
purchase commitment.

In accord with Section 11-35-1210, grant procurement certification to the
Department of Youth Services 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 a period of three years: goods
and services, $25,000 per purchase commitment; consultants, $25,000 per
purchase commitment; information technology in accordance with the approved
Information Technology Plan, $25,000 per purchase commitment; and construction
services, $25,000 per purchase commitment.

Agenda item worksheet and attachment



IB | X hEET (Revised 8/84)
BUDGET AND CONTROL BOA!

'or meeting scheduled far: NOV 10 «87 NO—% 1 Agenda Lo«I»V
VUV 1 xx Regular Session Agenda ' ViV
November 10, 1987 CONTROL BOM v~ /xecutile SessiortX
. niiognl

Submitted 3u:
(a) Agency:
(b) Authorized O fficial Signature: Richard W Kelly, Division Di ictor

Division of General Services

Subject:
Procurement Certification of the Department of Youth Services

Summary Background Information: In accordance with the Consol
Procurement Code Section 11-35-1210, the Division of General Services
has audited the Department of Youth Services’procurement system and
recommends its certification within the parameters described in the
audit report for the following limits for a period of three (3) years.

I. Goods and Services *$25,000 per purchase commitment

Il. Consultants *$25,000 per purchase commitment

I1l. Information Technology in
accordance with the approved

Information Technology Plan *$25,000 per purchase commitment

IV. Construction Services *$25,000 per purchase commitment
*Total potential purchase commitment to the State whether single year or
multi-term contracts are used.
What is Beard asked to do?

Grant procurement certification for the Department of Youth Services

Neccamencacdon of other office (as required)?

Authorized
(@) Office Name (b)Signature

Supporting Documents:

List These .Moc Attached 3ut Available
List These Attached from Submitter

I. 20 copies of Procurement
Audit and Certification
Report.

CSC93
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STATE 8IIOGET 4 CONTROL BOARO

PROCUREMENT
AUDIT AND
CERTIFICATION

DEPARTMENT OF YOUTH SERVICES
AGENCY

JANUARY 1, 1985 - DECEMBER 31,1986

(BBl
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BUDGET AND CONTROL BOARD NOV 10 1987

no. 1 1
DIVISION OF GFNFRAI SERVICES
IXJt MAIA SJRI E1 SUITE MW
CoLUNBIA = 220 STATE BUDGET t CONTROL BOARD

<BQU| 7.174A00

REMHI Rl C DENNIS
CHAIRMAN
SENATE FINANCE COMMITTEE

CARROLI A CAMPBELL JR CHAIRMAN
GOVERNOR

GRADY | PATTERSON JR
STATE IREASURER

ROBI RT N Mel.El I AN
CHAIRMAN

FARI Ft MORRIS JR HOJ SI * AYS AND ME ANS COMMITTEE

COMPTROI | ER GENERAI
OR JESSE A COIl ES JR

RICHARD J CAMPBFI | EXECUTIVE DIRECTOR

ASSISTANT DIVISION DIRECTOR

October 30, 1987

Mr. Richard W. Kelly

Division Director

Division of General Services
1201 Main Street

Columbia, South Carolina 29201

Dear Rick:

Attached is the final South Carolina Department of Youth
Services audit report and recommendations made by the O ffice of
Audit and Certification. 1 concur and recommend the Budget and
Control Board grant the Department of Youth Services three (3)
years certification as outlined in the audit report.

Sincerely,

Richard J. Campbell
Assistant Division Director

Attachment
MAIFRIAILLS MANAGI MFN1 OFF Id
State Pimurcment. A
State Suppiv i Surplus Propem Manafemem Trairvn, A ReeeanW Inlormanun leehnoiagv M im pra.' LMlice (Jfliceof Audu A temLaanon Inaialtment Purchaae Ptofram
Surplus Piopem Suppn Warehoutm, A IMN JOG Gtnan Streei 1201 Main Siren 1201 Mam Street 11Ot Mair. Street
Bouor Avenue UM2 Laurel Streei Ann<< J Suilr MO Suite MAK Suite MW
W tola SC 2*I*« tola SC 2*20i tola SC 2*201 CM* S< 2*201 Lula St 2+201 tot* St 2+201
7.M-AU5 TIA-T*» 73 2um 7J74A00 7V-Oxtt) 7)74MJ0

G8C95



E X H IB IT

NOV 10 1987 no. 1 1

STATE BUDGET & CONTROL BOARD

SCIm | CAROLINA DEPARIMOTr CF YCimi SERVICES
AIDTT REPORT

January 1, 1985 - npoanher 31, 1986
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June 25,1987
Mr. Richard J. tampoell

Assistant Director

General services
Columbia, South Carolina 29201
Ue have examined the procurement policies and procedures of the South

Carolina Department ot Youth Services, for tne period January 1, 198b through

December 31,1986. As a part of our examination, we made a study and evaluation

of the system ot internal control over procurement transactions to the extent we

considered necessary.

The purpose of such evaluation was to establish a basis for reliance upon

the system of internal control to assure adherence to the Consolidated

Procurement Code and State and department procurement policy. /~ditionally, the

evaluation was used in determining the nature, timing and extent of other

auditing procedures that were necessary Tor developing an opinion on the

adequacy, efficiency and effectiveness of the procurement system.

The administration of the Department ot Youth Services is responsible for

establishing and maintaining a system of internal control over procurement

transactions. In fulfilling tms responsibility, estimates and judgements Dy

MATERIALS MANAGE MI M OFFK |

Stair Rtuturrment. A
Inimmaliur Tnhaotogs Mmaptment
1201 Mam Slice:

Oflwf o! Audit A <enilnatHir
1201 Mam Street

Itamraf A Retcarth
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Suppb  Warettuu.mf A IMS
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7M-TOI* TV 2Tm TT Aiwa,
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management are required to assess the expected benefits and related costs of
control procedures. The objectives of a system are to provide management with
reasonable, but not absolute, assurance of the integrity of the procurement
process, that affected assets are safeguarded against loss from unauthorized use
or disposition, and that transactions are executed in accordance with
management’s authorization and are recorded properly.

Because of inherent limitations in any system of internal control, errors or
irregularities may occur and not be detected. Also, projection of any
evaluation of the system to future periods is subject to the risk that
procedures mg® become inadequate because of changes in conditions, or that the
degree, of compliance with the procedures may deteriorate-.

Our study arid evaluation of the system of internal control over procurement
transactions as well as our overall examination of procurement policies and
procedures were conducted with due professional care. They would not, however,
because of the nature of audit testing, necessarily disclose all weaknesses in
the system.

The examination did disclose conditions enumerated in this report which we
believe to be subject to correction or improvement.

Corrective action based on the recommendations described in these findings
will in all material respects place the Department of Youth Services in

compliance with the South Carolina Consolidated Procurement Code and ensuing

Audit and Certification
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STATE BUDGET & CONTROL BOARD

The Office of Audit and Certification conducted an examination of the in-
ternal procurement operating procedures and policies and related manual of the
Department of Youth Services.

Our on-site review was conducted January 20, 1987 through February 13,1987,
arid was rrade under the authority as described in Section 11353230 (1) of the
South Carolina Consolidated Procurement Code and Regulation 19-445.2020.

The examination was directed principally to determine whether, in all
material respects, the procurement system’s internal controls were adequate and
the procurement procedures, as outlined in the Internal Procurement Operating
Procedures Manual, were in compliance with the South Carolina Consolidated

Procurement Code and its ensuing regulations.

€81to
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FACEGROUND STATE BUOGET & CONTROL BOARO

Section 11-35-1210 of the South Carolina Consolidated Procurement Code

states:

The (Budget and Control) Board may assign differential
dollar limits belcw which individual governmental bodies
may make direct procurements not under term contracts.
The Division of General Services shall review the
respective  governmental body’s internal procurement
operations, shall certify in writing that it s
consistent with the provisions of this code and the'
ensuing regulations, and recommend tc the- board those
dollar limits for the respective governmental body's
procurement not under tern' contract.

Our audit was performed primarily to determine if recertificatior s

warranted for these existino limits:

Category Requested Limit
1. Goods and Services $25,000
2. Consultant Services 25,000
3. Information Technology 25,000
4. Construction 25,000
-4-
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Our examination encarpassed a detailed analysis of the internal procurement
operating procedures of the Department of Youth Services and the related
policies and procedures manual to the extent we deemed necessary to formulate an
opinion on the adequacy of the system, to properly handle procurement
transactions.

The Audit and Certification team statistically selected random samples for
the period July 1, 1985 through June 30, 1986, of procurement transactions for
compliance testing and performed other auditing procedures that we considered
necessary in the circumstances to formulate this opinion. As specified in the
Consolidated Procurement Cede and related regulations, our review cf the system
included, but was not limited to, the following areas:

(1) adherence to provisions of the South Carolina Consolidated
Procurement Code and Regulations;

(2) procurement staff and training;

(3 adequate audit trails and purchase order registers;

(4) evidences of carpetition;

(5) small purchase provisions and purchase order confirmations;

(6) emergency and sole source procurements;

(7) source selections;

(8) file documentation of procurements;

(9 disposition of surplus property;

(10) eoonary and efficiency of the procurement process;

(11) Minority and Business Enterprise Utilization Plan approval.

Util02



E X H B IT

NOV 10 1987 no. 1 1

SLIWARY OF AUDIT EINDINGS STATE BUDGET & CONTROL BOARD

Our audit of the procurement system of the South Carolina Department of
Youth Services, hereinafter referred to as DYS produced findings and

reccrmendations in the following areas:

. Contractual Bedspace Page
DYS requested and received a temperary waiver from the
Consolidated Procurement Code for the procurement of
contractual bedspace for clients. After thorough
review of this issue, we find that continuation of

this waiver is unnecessary.

Il.  Compliance-Information Technology 8
A. New Telephone Systems 9
DYS exceeded its procurement authority in the

purchase of new telephone systems for three area

offices.
B. Leases of Modenms 10
Three annual lease agreements were extended

improperly, without oorrpetition.

H 1. Corpliance-Sole Source Procurements and Trade-in Sales n
A. Sole Source Procurements
One procurement was handled improperly as a sole

source.

081(33



B. Trade-in Sales

Eleven  purchase orders involving trade-ins
totalling $8,070.00 were not approved by the
Materials  Management Officer as required by
Section 19-445.2150, Subsection E, of the

regulations.

emission of Fixed Assets Fran Property Records

In a test of twenty equipment procurements, we
discovered that three items had not been added to

DYS’s property inventory records.

0&1C4



RESULTS OF EXAMINATION

Contractual Bedspace

In February, 1982, shortly after enactment of the Consolidated Procurement
Code, DYS requested a waiver frcr the provisions of the Code which pertained to
the procurement of contractual bedspace for clients. Or March 5, 1982, the
Materials Management Officer granted sue! a waiver saying, "Until such time as
our audit staff car. thoroughly review this situation, | reccmrend you continue
to contract for bedspace as you have in the past.”

The audit staff has had the opportunity to explore this issue thoroughly
and can find insufficient justification foj continuing the waiver. Toward this
end, we reccrmend that DYS work with the Materials Management Office’ of the
Division of General Services toward development of competitive solicitations for
contractual bedspace- for clients.

We indicated this in the attaclied letter to DYS or December 4, 1986. W
cannot accept continued use of the waivei beyond that date. Any procurement of
contractual bedspace after December 4, 198f that is not handled in compliance

with the Consolidated Procureanent Code must be considered a violation.

In. Compliance-Information Technology
In the area of information technology we noted two contracts initiated in
violation of the Consolidated Procurement Code and Regulations. These

exceptions were as follows:

C81C5



A, New Telephone Systems

Proposal number 1102 was for the lease/purchase of electronic key’
telephone systems for DYS offices in North Charleston, Oconee County,
and Aiken County. The lease/purchase ccrmitnent for each office was
$3,304.80, $4,594.32 and $7,546.20, respectively, making the total
procurement resulting from this request for proposals $15,445.32.

The proposal was handled as one solicitation with three separate
awards. Requests for proposals were mailed tc two potential offerors

for all three contracts.

The following violations were noted:

1) The total awards resulting frcm. this solicitation exceeded DYS's

2)

3)

4)

procurement certification limit of $10,000.00, thus these are
unauthorized procurements.

Proposals were solicited frcm only two offerors. The Procurement Code
regulations require solicitation of a rir.imur of ten bids or proposals
for procurements in excess cf $10,000.00. (Reference Section
19-445.2035). Even if the transaction could be considered to be three
separate procurements, proposals should fave been solicited frcm a
minimum of three qualified sources for two of the systems and a
minimum. of five qualified sources for the other.

A written determination was not prepared to justify the use of
competitive sealed proposals rather than competitive sealed bidding,
as required by Section 11-35-1530 of the Procurement Code.

The solicitation was not formally advertised in South Carolina
Business Opportunities as required by Section 11-35-1580 (4) of the

Procurement Code for information technology procurements.

GS1G6



5 The State of South Carolina Standard Equipment Agreement was net used
nor were the agreements approved by the Director of General Services,

as required by Section 19-445.2150, Subsection F, of the regulations.

The procurements must be ratified by the Materials Management Officer in
accordance with Section 19-445.2015 of the regulations. In the future,
when determining the required amount of cornetition or the required
authority level for a transaction, the total potential award should be
considered, not the award to each vendor.

E. Leases of Modens

The followinc three purchase orders were for annual lease agreements

for modems:

HTCHASE CRDER # DATE amount
50707 8/22/85 $3,024.00
54748 4/29/86 1,008.00
56783 8/29/86 3,840.00

The lease extensions were not competitively bid, nor were sole source
determinations prepared. Further, these same modems are available for
purchase on state centiact. The payback period of buying versus
leasing these modems is about ore additional month beyond the twelve
month lease. DYS should strongly consider the option of procuring
similar modems from State contract vendors upon expiration of the
existing lease agreements. They have been leasing this equipment

since 1981.

-10-
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I1l1. Ccmpliance-Sole Source Procurements and Trade-in Sales

We examined the quarterly reports of sole source and emergency
procurements and trade-in sales and all available supporting documents for the
period January' 1, 1985- December 31, 1986, for the purpose of determining the
appropriateness of the procurement actions taken and the accuracy of the reports
submitted tc the Division of General Services, as required by Section 11-35-2440
of the Consolidated Procurement Code. We found the majority of these
transactions to be proper and accurately reported, but we did note the following
exceptions.

A. Sole Source Procurements

We noted the following exceptions to purchase order 46825 for $1500,
dated 12/10/84, for providing class instructions in the ™Youth Law
Diversion Program". First, we disagree that this carpany is a sole
source vendor for this program and competition should have been
sought. Second, there was nc approval date on the sole source
determination, sc we dc not knew if approval was obtained prior to the
contract. Third, we could find no record of the procurement being
reported tc the Division of General Services.

P. Trade-in Sales

Eleven purchase orders, with trade-ins totalling $8,070.00, did not
have the Materials Management O fficer's approval as required by
Section 19-445.2150, Subsection E, of the regulations. This section
states "Governmental bodies may trade-in personal property, the
trade-in value of which may be applied to the purchase of new like
items. The trade-in values of such personal property shall not exceed
five hundred dollars ($500.00). When the trade-in value exceeds five
hundred dollars ($500.00) , the governmental body shall refer that

-11-
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matter to the Materials Management Officer for disposition by the office or for

submission to the Board for consideration."

TV. emission of Fixed Assets from Property Records

In a test of twenty equipment procurements, we discovered that three items
had not been added to DYS'S property inventory records. When the voucher was
prepared for payment, the fixed asset forms were not completed and forwarded tc
fixed asset control resulting in ar understatement cf tie fixed asset records of
$1,110.00. W recommend that these procurements of fixed assets be added to

property control records.



CERTIFICATION RECOMVENDATIONS

As enumerated in our transmittal letter, corrective action based on the
reocrmendations in the bcdy of this report, we believe, will in all material
respects place the South Carolina Department of Youth Services in compliance
with the State Consolidated Procurement Code and ensuing regulations.

Prior to October, 15 1987, the Office of Audit and Certification will
perform a follow-up review in accordance with Section 11-35-1230(1) of the
Procurement Code to determine if the proposed corrective action has been taken
by the department. Based on the follcw-up review, and subject to this
corrective action, we will recommend that the Department of Youth Services be

re-certified to make direct agency procurements for a period of three years as

follows:
Recommended Certification
Procurement Area Limits
l. Goods and Services $25,000* per purchase
excluding procurements of commitment

contractual bedspace as
addressed in Item 1. herein.

M. Consultant Services $25,000* per purchase
commitment
1. Information Technology in $25,000* per purchase
accordance with tie approved commitment
Information Technology Plan.
IV. Construction Services $25,000* per purchase
commitment

* The total potential purchase commitment to the State whether single year or
multi-term contracts are used.

-13-
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Contractual bedspace has never been procured in accordance with the

Consolidated Procurement Code by the Department of Youth Services. Without an
auditable track record for this procurement activity we cannot recommend

certification at this time.

Stiles PPB
Audit Supervisor

-14-
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December 4, 1986

Ms. Susan DeWitt

Director of Finance Division
Department of Youth Services
1122 Lady Street, Suite 50C
Columbia, South Carolina 29202

Dear Susan:

This letter 1is pursuant to our meeting of November 25 with
Richard Campbell, Materials Management Officer, concerning the
Department of Youth Services®"™ (DYS) procurement of foster homes
and residential group homes, Since the discussion clearly
separated the procurement of different service lines, 1 will
address them separately here.

Foster Homes

As 1 understand it, DYS contracts with approximately 100
regular foster homes and approximately 50 jail removal or
emergency Toster homes. Each home must be licensed by DYS and
meet various other standards established by the department. Once
a home 1is licensed, DYS counsellors assign clients based on
availability, community Jlocation and the needs of each client.
Assignment is handled locally.

Fees per unit of service are established in the Appropria-
tions Act annually. Since this 1is not a variable, price
competition is eliminated.

W ith in mind, the only competition aspect to be
satisfied to ensure that qualified and willing potential
providers are afforded an opportunity to participate iIn the
program. We must ensure that the doer 1is not closed to

competition based on quality of service.
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Ms. DeW.itt
December 4, 1986
Page 2

The current list of licensed homes provides the nucleus of a
potential provider list (bidders 1list). Obviously, these are
both qualified and willing.

To supplement this list, we recommend that DYS advertise
annually or bi-annually in newspapers of general circulation
across the state for interested potential providers. Possibly,
newspapers from Greenville, Columbia and Charleston should be
used. South Carolina Business Opportunities should also be
utilized. Finally, iFf DYS identifies specific target areas local
papers might be used periodically.

Interested parties would, of course, be required to meet all

DYS licensure qualifications. If acceptable, they should be
licensed. If not acceptable, reasons for rejection should be
documented carefully. We are not proposing that [licensure

requirements be changed, but merely that sufficient documentation
be maintained to support their rejection.

It should be made clear to all potential providers that each
home will be used on an "as needed™ basis with each client"s
welfare in mind. Counsellors would continue to assign clients to
homes as they do now.

We recommend that licenses be expanded slightly to document
this assignment procedure and to indicate that, by signing, the
provider agrees to accept the rate per unit of service
established in the Appropriations Act.

There should be a central depository for these licenses/con-
tracts, possibly in Purchasing. I believe they prepare purchase
orders for foster homes annually anyway, so hopefully the
additional workload will be manageable.

As iIn the past, interested parties who contact DYS directly
asking to be licensed should be afforded the same opportunity. |
believe the combination of using the existing list of licensed
homes, advertising for interested qualified providers and accept-
ing Inquiries from interested parties throughout the year meets
the goals of the Consolidated Procurement Code, particularly that
of ensuring the fair and equitable treatment of all persons.

Finally, it is my understanding that all of these agreements
are within the procurement certification of DYS. If so,
ratification of current contracts is not necessary. DYS may
continue to conduct this procurement activity within the current
goods and services certification.

OM I3
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Residential GrouD Homes

In addition to foster homes, DYS contracts with residential
group homes for short term, intermediate and long term placement.
I believe it was indicated during our meeting that DYS currently
contracts with Tfifteen (15) residential group homes. Contracts
are in two forms; (D reserved bed space which 1is used iIn areas
of high wuse and Ilimited availability to ensure necessary bed
space when needed, and (@ placement only for more long-term
clients.

Based on my files, during Tfiscal year 1984/85 contracts
ranged from $5,000.00 to $110,000.00. During this same time
period, rates per unit of service ranged from $11.50 to $48.53,
depending on the programs being provided.

It Is my understanding that the contractual relationships
between DYS and current group homes evolved over the years based
upon needs for service, local cooperation, availability and

political influence. Further, I understand that at one time
certain group homes were listed by name in DYS"s budget. When
legislative intent was specifically directed, the Consolidated
Procurement Code was not applicable. However, since this has

been discontinued, the Procurement Code must be applied.
In order to ensure compliance, | recommend the following:

() Ratification be requested for fiscal year 1986/67 contracts
that exceed DYS"s procurement certification.

(@ DYS work with the Materials Management Office the
Division of General Services to develop a competitive
request Tfor proposal solicitation for provision of these
services during fiscal year 1987/88.

As we discussed, this would be a statewide solicitation with
resulting multiple awards based 1in part on the criteria
stated in DYS"s letter dated February 28, 1982, when a
waiver from the Procurement Code was requested. These were:
a) licensing by the Department of Social Services (DSS),

b) compliance with local and state Tfire safety codes,

©) acceptable staffing patterns to deliver supervision as
well as special treatment when required,

d community location to meet anticipated geographical
placement needs, and

e) willingness to accept children with sometimes extreme
behavioral problems.

G filll
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() Since licensing is required, the DSS list of licensed
providers may comprise the bidders list. Of course, the

solicitation would have to include those potential providers
who demonstrated the capacity to obtain a license prior to
award.

DYS Operated Residential Group Homes

Other group homes staffed and operated by DYS are fully under
the Procurement Code so their purchases must be made accordingly.
IT Facilities are leased, the leases must be approved by the Real
Property Management Section of the Division of General Services.

In my opinion, the procedures that we have recommended will
provide compliance with the South Carolina Consolidated
Procurement Code without endangering the provision of required
services. Certainly, this 1i1s our goal. IT you have any
questions cr comments please let me know.

Sincerely,

R. voight Sheaty, Manag
Audit and Certification

CC: Mr. James LeBlanc, DYS
Ms. Nancy Kuhl, DYS
Mr. Richard J. Campbell, General Services
Mr. Jeff Widdowson, General Services

08115
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October 7, 1987 STATE BUDGET & CONTROL BOARD

Mr. R. Voight Sbealv, Manager
Audit and Certification

Budget and Control Board
Division of General Services
Columbia, South Carolina 29?01

Dear Voight:

The procurement audit completed for the period of January 1, 1985 through
December 31, 1986, has been received and reviewed by this office. We concur
with all findings cited. T would like to emphasize that concurrence in no way
Indicates contentment with our performance. As in the past, we will continue
to strive for an unqualified audit opinion.

Implementation of necessary internal control changes has, prior to audit
completion or immediately upon receipt of the draft audit, taken place.
Compliance with all recommendations will be completed by October 15, 1987.

Once again, 1 would like to thank you and vour staff for their
assistance, patience and extreme professionalism.

Sincerely,

Susan DeWitt
Director of Finance

SD/mlh
cc: Richard Campbell

Nic Church
Tim G Iffel

06116
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October 20, 1987

Mr. Richard J. Campbell

A ssistant Division Director
Division of General Services
1201 Main Street

Columbia, South Carolina 29201

Dear Richard:

We have returned to the South Carolina Department of Youth
Services to determine the progress made toward implementing the
recommendations in our audit report covering the period January
1, 1985 through December 31, 1986. During this visit, we
followed up on each recommendation made in the audit report
through inquiry, observation and limited testing.

We observed that the Department of Youth Services has made
substantial progress toward correcting the problem areas found
and improving the internal controls over the procurement system.
With the changes made, the system’'s internal controls should be
adequate to ensure that procurements are handled in compliance
with the Consolidated Procurement Code and ensuing regulations.

We, therefore, recommend that the certification limits as
outlined in the audit report, be granted for a period of three
(3) years.

Sincerely,

R. Voight Shealy,I/Manager
Audit and Certification
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STATF. BUDGET AND CONTROL REGULAR SESSION 10
MEETING OF November 10, 1987 ITEM NUVBER
AGENCY: Fire Commission

Proposed Regulations, Fire and Life Safety

The State Tire Commission advises that the drafting period for developing
regulations regarding fire and life safety, notice of which was published in
the September 23, 1987, State Register, ended October 27,

The Commission has revised Subarticle | to correct technical errors and to
allow placement of clients in wheelchairs in intermediate care
facilities/mental retardation (ICF/MR) and in community residential care (CRC)
facilities constructed to TCF/MR standards. The Commission advises that the
revision will advance the rights of handicapped persons and ease their
placement back into society. These regulations are now in effect on an
emergency basis which will expire in mid-January 1988.

The Commission also has revised Subarticles 2, 4, 7, 9 and 10 to correct
technical errors and to incorporate the appropriate references to the adopted
1985 Southern Standard Building Code and 1985 Fire Prevention Code.

The Commission asks Board authorization to submit the proposed regulations to
the Legislative Council for publication in the State Register to begin the
formal approval process. A public hearing is scheduled for 10 a.m ., December
31, 1987.

Authorize the Fire Commission to submit to the Legislative Council for
publication in the State Register regulations regarding fire and life safety
which include technical corrections and which allow placement of clients in
wheelchairs in intermediate care facilitles/mental retardation (ICF/MR) and in
community residential care (CRC) facilities constructed to ICF/MR standards.

ATTACHMENT:

Lee November 2 letter to McTnnis; referenced regulations
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State of South Carolina

STATE FIRE COMMISSION

800 Dutch Square Blvd., Suite 201
Columbia. SC 29210

Telephone (803) 737-8300

November 2, 1987

Mr. William A. Mclnnis

Deputy Executive Director
Budget and Control Board
Wade Hampton Office Building
Columbia, South Carolina

Dear Mr. Mclnnis:

NOV 10 1987

E X H IB

The State Fire Commission has just completed the Intent to

Promulgate phase of developing
and life safety. The Commission has
to correct several technical
of clients in wheelchairs
mental retardation (ICF/MR) and
care (CRC) facilities constructed to
This revision will advance the
and ease their placement back into society.
also revised Subarticles 2,
errors and to incorporate

regulations

regarding fire

revised Subarticle |
errors and to allow placement
intermediate care facilities/
in community residential
ICF/MR standards.
rights of handicapped persons
The Commission

7, 9 and 10 to correct technical
the appropriate

references to

the adopted 1985 Southern Standard Building Code and 1985

Fire Prevention Code.

I have enclosed fifteen

for your use. The Commission
regulations by the Budget and Control
November 10, 1987 meeting.

to Ms. Lynn
of the State

If you have |,
at 737-8300.

Sincerely,

L L |

Lewis B. Lee, Chairman
State Fire Commission
LBL:cpd

Enclosures

Columbia,

(15) copies of these regulations

is seeking approval of these
Board at their

The Fire Commission has set
December 31, 1987 as the date for a public hearing on these
regulations. The public hearing will
810, AT&T Building, 1201 Main Street,
Upon approval by the Board,

take place at Suite
South Carolina.
please send these regulations

OKIID

T

no. 1 2

STATE BUDGET & CONTROL BOARD
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Chapter 19, Code of State Regulations

The State Budget and Control Board and the State F

ire Commission propose

to amend regulations contained in Chapter 19, Code of State Regulations, as

amended.

The regulations involved include the following:

19-300
19-301
19-303
19-306
19-308

19-309

Fire Prevention % Life Safety - Buildings

Use of Hazardous Substances
Service Stations

Tents, Grandstands, and Air-Supported Structures
Fire Safetv: Construction & Operation of Local Detention

Facilities

Fire Safetv: Existing Local Detention Facilities

A Notice of Drafting Period on these proposed amendments was published in

the State Register on September 33, 1987.

A svnopsis of the proposed changes follows this Notice. A copy of the

proposed regulations mav be obtained bv writing to Mr.
Square Boulevard, Suite 201, Columbia, SC 29210, or bv
803-737-8300.

Persons who wish to present views on the proposed

writing to Mr.

Cullum at the address indicated. To he

comments must be received bv Mr. Cullum not later than

David Cullum, 300 Dutch

calling him at

regulations mav do so by

considered, such
/lecember 30, '987.

A public hearing on the proposals has been scheduled as follows:

Public Hearing Date and Time: Thursday, December

Place:

Suite 810, AT&T Building, 1201 Main Street,

W illiam A. Mclnnis

Secretary

31, 1987, 10:00 a.m.

Columbia, SC
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I 1. DATE OF FTT/TH

------ GTOTF fHHAIH t OONTBAI BfftRD—--
INSTRUCTIONS

Three copies of this fora must be completed
and submitted with each document to be filed
with the Legislative Council. Follow the
additional Instructions below for completing
the fora.

Item 1 - Leave blank. This block is for use
by the Legislative Council to record the
time and date of receipt for filing.

Item 2 - Enter the complete number assigned.

Item 3 " Enter the subject as shown on the
document, |.e., "Fair Heartngs."

Item 4 - Check appronrlato box to reflect
wnether the document being transmitted for
filing is a proposed or final form regula-
tion.

Itoo 5 - Type name of the person In Legal
Office responsible for the document being
transmitted. It Is very important that th
Legislative Council know the specific naw
of the Individual to contact regarding the
document.

Item 6 - Enter telephone number at which th
Individual Indicated In Item 5 may be
contacted.

Item 7 - Enter name of the Executive
Director.

Item 8 - Self explanatory.

Item 9 - Enter date as "September 15, 1977*
Do Not Use Abbreviations.

Item 10 - Leave blank. This block is for ndl
of the Legislative Council.

2. REGULATION NUMBR 3. SUBIECT OF REGULATION
f.zie PO€EVeUTIOM ¢ HF€ - 6uicDiN(- 5
4. TIPS CF HEGULATICN 5. FOR REFERENCE QONSULT 6. PSOHZ SOVEE
P roposed Do-vt] Cvlluv 131- %00

CERTIFICATE CF AUTHORIZED OFFICIAL

| certify that the attached r gulation has been promulgated (proposed) In
full ccmplianco with the requirements of Act 176 of 1977, including all

notice and hearing requirements.

7- TIRED NAME OF OFFICAL 8. SIGNATURE OF OFFICIAL

UillAK A- Mel AMS

9. DATS OF CERTHICU

Mother H'tMD

TO PS GOVALETED Bl LEGISLATIVE COUNCIL

Published In Volume Issue

Edited and Approved by

Document Number Assigned by Legislative Council

State Register,
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SUBARTICLE 1

FIRE PREVENTION AND LIFE SAFETY-BUILDING

This subarticle has been amended to correct a continuing problem of
placement of handicapped individuals in intermediate care facilities/mental
retardation (ICF/MR) facilities and community residential care facilities
(CRCF). The existing regulation states that clients shall be ambulatory
to be placed in residential care facilities and we feel that handicapped
persons are being deprived of their rights to stay in these facilities and
to merge into society. This regulation also sets forth construction
standards for ICF/MR and CRCF facilities to accommodate handicapped/mental
retarded clients and provide a safer environment for their care. The
amended regulation also corrects a number of minor technical errors that

have beer, present in Subarticle 1 for many years.
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19-300.5 Amend to read as follows:

Nothing contained in these Rules and Regulations shall apply to buildings,
whether heretofore or hereafter constructed, occupied exclusively as
dwellings and all usual out-buildings including barns and other farm
buildings in connection therewith, and one-storv buildings not exceeding
five thousand square feet area, other than those used for assembly,

educational, institutional, domiciliary, or hazardous occupancies.

19-300.10 Amend to read as follows:

The provisions of the 1987 Edition of the National Electrical Code shall
constitute the minimum general standards covering fire prevention and life
protection of persons and property from hazards from the use of

electricity.

19-300.11B(2) Amend first sentence to read as follows:
(2) AIll facilities in South Carolina which provide care for four
or more children under twenty-four months of age and who are unattended

by a parent or guardian shall provide the following safeguards.

19-300.11C(6) Amend to read as follows:

(6) Fire extinguishers intended for use in patient areas shall be
of the 2-A, two and one-half gallon stored-pressure water type. A 4-A:
40 BC minimum classification fire extinguisher shall be installed in the
following hazardous areas: Kkitchen, laundry room, and any other area having
an unusual fire hazard. At least one 2-A:10 BC minimum classification

type fire extinguisher shall be located at each nurse’s station.

€8123



E X H IB IT

NOV 10 1987  no. 1 2
19-300.11D(1) Amend to read as follows:
STVTF BUDGET & CONTROL BOARD
(1)(a) Adult Residential Care Facilities are hereby defined as buildings
or structures, or any portion thereof, used for providing boarding and
lodging facilities for twenty-four consecutive hours to persons who are

aged, handicapped or developmentally disabled who may need a degree of

personal care or supervision.

(1) (b) Al residents of these facilities shall have mental and physical
capabilities of self-preservation. EXCEPTION: Intermediate Care Facilities
Mental Retardation - 15 and Community Residential Care Facilities.
Facilities licensed under State Law as Intermediate Care Facilities - Mental
Retardation - 15 beds or less (ICR-MR15) and/or Community Residential Care
Facilities (CRCF) that comply with ICF-MR15 construction requirements may
house residents who may require physical assistance to exit the building.
ICF-MR15 and CRCF facilities that house four or more residents who may
require physical assistance to exit the building shall be fully sprinkled
in accordance with NFPA 13. These residents that may require physical
assistance to exit the building shall not be located above or below the
floor of exit discharge. The approved fire alarm system shall transmit
an alarm automatically to the fire department serving the facility and

shall be in accordance with the appropriate NFPA standard.

19-300.11D(2)(d) Amend to read as follows:
(d) No portable electric or unprotected open flame heaters shall be
allowed. Invented heaters are prohibited. Vents for heaters must be

installed in compliance with applicable codes.
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19-300.11D(2)(f) Amend to read as follows:
STATE BUDGET & CONTROL BOARD
(f) AIl drapes or curtains shall be constructed of flame resistant
m aterial or if not constructed of flame resistant material, they shall

be treated annually with fire resistant material.

19-300.11D(2)(q) Amend second sentence to read as follows:
(g) This plan shall note the location of all clients temporarily

incapable of maintaining self-preservation.

19-300.11D(3) Amend to read as follows:
(3) AIl Adult Residential Care Facilities licensed for six through
twelve residents shall meet requirements for Residential Dormitory Occupancy

in addition to requirements in 19-300.11D(2) above.

19-300.110(4) Amend to read as follows:
(4) AIll Adult Residential Care Facilities licensed for thirteen or
more residents snail meet all requirements in 19-300.110(2) and

19-300.11D(3) in addition to:

19-300.11E(1) Amend to read as follows:

(1) All Child and Adult Day Care Facilities with less than thirteen
clients receiving care, maintenance, and supervision for less than
twenty-four hours or more than four hours per day shall be considered

Residential Occupancy.
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19-300.11E(2) Amend to read as follows:

(2) AIll Child and Adult Care Facilities with more than twelve clients
receiving care, maintenance, and supervision for less than twenty-four
hours or more than four hours per day shall be considered Educational

Occupancy.

19-300.11F(1) Amend to read fifth sentence as follows:
(1) The textual information of the notice shall be legibly printed
in a minimum of 48 point type. When affixed, the notices shall be

unobstructed by curtains, shades or other material.

19-300.11F(2) Amend to read second sentence as follows:
(2) The notice shall be legibly printed in a minimum of 48 point

type and shall be unobstructed.

19-300.13 Amend first and second sentences to read as follows:

Whenever any municipality, county, state agency or any owner or occupant

of premises directly affected by an ORDER of the State Fire Marshal,
enforcing or interpreting these Rules and Regulations and any subsequent
Rules and Regulations filed in accordance with Title I, Chapter 23, Code

of Laws of South Carolina 1976, as amended, feels he has been aggrieved

by such ORDER, he may appeal this ORDER to the South Carolina Budget and
Control Board. Notice of appeal of an ORDER shall be in writing and contain
the specific grounds of appeal. This notice of appeal shall be served

by mail or in person to the State Fire Marshal as soon as possible but

no later than thirty days after receipt of the ORDER.
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E X H IB IT

NOV 10 1987 no. 12

DIVISION OF STATE FIRE MARSHAL SVA][ RI,3CF| CONTROL BOARD

SUBARTICLE 2

USE OF HAZARDOUS SUBSTANCES

This regulation is amended to reference the adopted 1985 Edition of
the Standard Fire Prevention Code with 1986 revisions and to delete

specific chapters not adopted by the Fire Commission.
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EXHIBIT

SUBARTICLE 2 NOV 10 1987 no. 12

STATE BUDGET 4 CONTROL BOARD
19-301.3 Amend to read as follows:

The provision of the 1985 Edition of the Standard Fire Prevention Code
with 1986 revisions shall constitute the minimum general standard covering
the protection of life and property from the hazards of fire and explosion
due to storage, use and handling of hazardous m aterials, substances and
devices, and to provide for minimum hazards to life and property due to
panic, exclusive of those hazards considered in building code regulations,
provided that the following chapters are hereby deleted and do not
constitute a part of the Code which is adopted by reference

CHAPTER 1 - ADMINISTRATION

CHAPTER PERMITS AND CERTIFICATES

CHAPTER 17 - LIQUEFIED PETROLEUM GAS

CHAPTER 19 - EXPLOSIVES, BLASTING AGENTS. AMMUNITION

CHAPTER 20 - FIRE WORKS
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NOV 10 1987 N12
DIVISION OF STATE FIRE MARSHAL
SUBARTICLE A > ic ] .GIT & CONTROL BOARD

SERVICE STATIONS

This regulation is amended to specify a different type of fire

extinguisher more suited for the hazards at service stations.
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SUBARTICLE 4 NOV 10 1987 no. 12

STATE BUDGET A CONTROL 80ARO
19-303.2—4. Amend to read as follows:

4. Fire extinguishing equipment having a minimum classification of
10-BC, shall be provided and located so as to be within 50 feet of each
pump, dispenser, underground fill pipe opening and lubrication or service

room.

19-303.3-7. Amend to read as follows:
7. Fire extinguishing equipment having a minimum classification of
10-BC, shall be provided and located so as to be within 50 feet of each

pump, dispenser or underground fill pipe opening.
10-303.5-1. Amend to read as follows:

1. Each tank vehicle shall be provided with at least one (1) fire

extinguisher having a minimum classification of 10-5C.
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DIVISION OF STATE FIRE MARSHAL
SUBARTICLE 7

TENTS, GRANDSTANDS AND AIR-SUPPORTED STRUCTURES

This regulation is amended to reference the adopted edition of the

Standard Building Code and correct some technical errors.
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SUBARTICLE 7

19-306.1 A. Amend to read as follows:

A. The provisions of the National Fire Protection Association Standard
No. 102-1978 shall constitute the minimum fire prevention and protection
standards for the prevention of fire and for the protection of life in
tents, folding and telescopic seating, and air-supported structures.

B. The provisions of the Standard Building Code, 1985 Edition,

Section 503, thereto shall constitute the minimum fire prevention and
protection standards for the prevention of fire and for the protection

of life in grandstands.

19-306.2 A. Amend first sentence to read as follows:

A. National Fire Protection Standard No. 102-1978 is concerned with
the hazards of fire, storm, collapse, and panic, and covers the construction,
location, protection and maintenance of tents and air-supported structures
used for assembly; interior folding or telescopic seating normally used
in gymnasiums, multi-use rooms, and similar indoor mass seating as
differentiated :rom grandstands and bleachers intended primarily to support

persons for purposes of assembly for outdoor use.

19-306.2 B. Amend first sentence to read as follows:

B. The Standard Building Code, 1985 Edition, Section 503, thereto is
concerned with the hazards of fire, storm, collapse, and panic, and covers
the construction, location, protection and maintenance of reviewing stands,
grandstands, and bleachers intended primarily to support persons for

purposes of assembly for outdoor use.
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E X H IB IT

NOV 1 0 1987 no. 12
SUBARTICLE 9
STATE BUDGET S CONTROL BOARO

19-308.2(1) Amend to read as follows:

(1) "S.B.C.” means the Standard Building Code, 1985 Edition.

19-308.7 Exits Delete in its entirety.

19-308.8 Changed to 19-308.7 Hazardous Areas.

19-309.9 Changed to 19-308.8 Prohibition of Polyurethane Products.

19-310.10 Changed to 19-308.9 Fire Retardant Paint.

19-308.11 Changed to 19-308.10 Minimum Requirements, /unend to read as

follows:

Except as provided by more stringent requirements included in these

regulations, the minimum standards for new facility construction shall

be as provided in Standard Building Code, 1985 Edition, for Group I,

Restrained, Institutional Occupancies.

19-308.12 Changed to 19-308.11 Emergency Fire Plans and Procedures.

19-308.13 Changed to 19-308.12 Fire Hazard Policies.

19-308.14 Changed to 19-308.13 Training.

19-308.15 Changed to 19-308.14 Reporting
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E X H IB IT

NOV 10 1987 no. 12

DIVISION OF STATE FIRE MARSHAL
STATE BUDGET A CONTROL BOARD

SUBARTICLE 10

FIRE SAFETY: EXISTING LOCAL DETENTION FACILITIES

This regulation is amended to reference the adopted edition of the

Standard Building Code.

EXHIBIT

NOV 10 1987 no. 1 2

STAIF B.DEET X GONTROL BOARD
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E X H IB IT

NOV 10 1987 no. 1 2
SUBARTICLE 10

STATE BUDGET & CONTROL BOARO

19-309.2(1) Amend to read as follows:

(1) "S.B.C.” means the Standard Building Code, 1985 Edition.

EXH IB IT

NOV 10 1987 no. 1 2

STATE BUDGET S CONTROL BOARD
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E X H IB IT

NOV 10 1987 no. 18

STATf BUDGET AND CO N TR I"*~gn J CONTROL BOAS® OT-AR SESSION
MEETING OF November 10, 1987 ITEM NUMBER

AGENCY: University of South Carolina
Foreign Travel Blanket Approval

The University of South Carolina advises that the College of Earth Science and
Resource Institute is presently involved in a Joint ESRI research program with
Syrian geologists in Syria. The project will cover a period of approximately
six months and ESRI faculty and staff will be traveling to Syria, some more
than once, during the November 1987 - May 1988 time period.

USC advises that the Louisiana Land and Exploration Company is fully funding
the project and no State funds will be used.

USC requests that the Board grant blanket approval for the faculty and staff
of the Earth Science and Resource Institute to travel to Syria during the
November-Mav period to participate in a Joint ESRI research program with
Syrian geologists with the project to he fully funded by the Louisiana Land
and Exploration Company.

Grant blanket approval for the faculty and staff of the USC Earth Science and
Resource Institute to travel to Syria during the November 1987 - Mav 1988
period to participate in a Joint ESRI research program with Syrian geologists
with the project to be fully funded by the Louisiana Land and Exploration
Company.

ATTACHMENTS:

Denton October 23 letter to Mclnnis
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CCT 2 8 1987

UNIVERSITY OF SOUTH CAROLINA

COLUMBIA. S C. 29206

SENIOR VICE PRESIDENT

Business ana Finance
1803) 777-7478

October 23 , 1987

Mr. William A. Mclnnis

Deputy Executive Director

Budget and Control Board

618 Wade Hampton Office Bid

Columbia, SC STAVE budget ano
CONTROL BOARQ

RE: Foreign Travel Blanket Approval - Syria

Dear Bill:

The College of Earth Science and Resource Institute is presently
involved in a joint ESRI research program with Syrian geologists
in Syria. This is a project that will cover a period of
approximately six months. ERS1 faculty and staff will be
traveling as part of this project, some more than once.

We are requesting blanket approval just for the faculty and staff
of the Earth Science and Resource Institute. No state Tunding
will be utilized. The project is fully funded by the Louisiana
Land and Exploration Company.

Sincerely,

R. W. Denton
Senior Vice President
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E X H IB IT

NOV 10 1987 no. 14

STATE BUDGET AND CONTROL bcSMIE budget & coifnw Ljr~~, SESSION 12
MEETING OF November 10, 1987 ITEM NUMBER
AGENCY: CCl Site Selection Committee

Status Report

The CCT Site Selection Committee will present those portions of its report
which can be disclosed without jeopardizing the overall effort.

An item has been included on the proposed executive session agenda for
consideration of those parts of the report which cannot be disclosed now.

6T>FF:
exH-IftIT |f

BOARD ACTION REQUESTED:

Consider.

ATTACHMENTS:
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