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THE REGULATORY RELIEF TASK FORCE

INTRODUCTION

The South Carolina Council of Presidents, working cooperatively with the South Carolina
Commission on Higher Education, appointed the Task Force to identify issues and practices
which add to the burden of higher education ingtitutions. At a time when significant budget
reductions have aready impacted the effectiveness of higher education, and with a bleak outlook
for financia support from state appropriations for the next year, the Task Force's charge was to
identify issues and develop specific recommendations for change which would not necessarily be
costly to the state, but could result in improved effectiveness of the use of the institutions
resources. The emphasis of this report is on this improved effectiveness for mission-focused
activities rather than on cost savings to the institution.

The members of the Task Force, and others throughout the higher education institutions,
have worked and contributed to gathering information regarding needs for regulatory relief. Our
committee discussed a number of issues which we identified, and which were suggested to us.
There are 15 issues on the attached list for which we have devel oped specific recommendations
for change. After discussion, the Task Force elected not to pursue further afew of the initia
suggestions. Also, it became evident that more than one-half of the issues will actually only
reguire changes with agency policies and procedures, rather than changesin legidation. The
master list categorizes the issues by “A” for agency or “L” for legidative issues.

We are pleased to submit this report for your consideration and use.

Regulatory Relief Task Force

Sally M. Horner, Chairman, Executive Vice President, Coastal Carolina University

Robert Connelly, Vice Chancellor for Business Affairs, USC Spartanburg

Gary Hanson, Vice President for Administration, Francis Marion University

Richard W. Kelly, Vice President & Chief Financial Officer, University of South
Carolina

Scott A. Ludlow, Chief Business Officer, Clemson University

Don Peterson, Associate Executive Director of Finance/l nformation Resource
Management, SC. Sate Board for Technical and Comprehensive Education

Ronald Rhames, Vice President for Business Affairs, Midlands Technical College

John C. Sutusky, Vice President for Finance and Administration, Medical University of
South Carolina

Dan L. Terhune, President, Spartanburg Technical College
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Master List of Issues|dentified for Request for Regulatory Relief

Some of the issues would require changes in policies and procedures by one or more
state agencies. These are identified with the letter “ A”. Otherswill require changesin
legidation, and are identified by the letter “L”. Agency issues are further identified, where
applicable, by theinitials of the appropriate agency. If issues cannot be resolved through
agency policies and procedures, the Council of Presidents may choose to also propose these
issues to the legidlation for action.

Issue Page
A 1. Telecommunications Linesand Services. 4
OIR Allow ingtitutions to negotiate directly with vendors for

telecommunication services, allowing purchases from a
competitive vendor who offers a price at least ten percent
lower than a state contract price, consistent with other state
procurement regulations.

A 2. Telecommunications Towers: Change the current 6
B&CB arrangement of Budget and Control Board coordination of

tower and antenna operations so that the institution housing

the tower receives revenue as incentive.

A 3. Annual Information Technology (IT) Budget Plan: 7
B&CB Exclude higher education from the annua reporting and

limit higher education reporting to administrative

applications through an ad hoc process.

L 4. Procurement Cap Increases. For procurement, leases and 9
lease purchases, rai se current caps of $1,500, $5,000,
$10,000, and $25,000 to $5,000, $10,00, $25,000, and
$50,000, respectively.

L 5. Procurement Definitions: Change the definitions for the 11
terms of certain on-campus permanent improvement
projects.
A 6. Procurement Cap Increases. Raise the approval limits for 23
B&CB certain on-campus permanent improvement projects by the
JBRC South Carolina Commission on Higher Education, the Joint
CHE Bond Review Committee, and the Budget and Control

Board; from $250,000 to $500,000.



Task Force Report

B&CB

MMO

A

State
Auditor’s
Office

CHE

B&CB

B&CB
HR

10.

11

13.

14.

15.

Regulatory Relief December 4, 2001

MASTER LIST OF ISSUES (continued)

I ssue Page
Private Development of Facilitieson State Land: Allow 25

private development of facilities on land owned by institutions
of higher education to offer long-term leases to meet space
needs which are directly related to the mission of the
institution.

Federal Government Contracts: Allow ingtitutions to 26
purchase from federal government approved contract lists, in

the same manner that they are now allowed to purchase from

the state government approved contract list.

Annual Audits: Allow individua institutions of higher 28
education to negotiate for annual audits to be performed by a

firm selected from alist of reputable auditing firms, pre-

approved by the state auditor’s office. Thiswould place the

peer review process with the selected auditor rather than State
Auditor’s Office, improving the use of time and resources for

both the State Auditor’s Office and the contracting auditing

firm.

Single Audit Program for State Aid Funds: Adopt a 30
statewide single audit program rather than conducting audits
of individual institutions by CHE for state aid programs.

Disposal of Surplus Property: Allow disposal at the local 31
level rather than require that surplus be transported to

Columbia

Election Day Closing: Exempt higher education ingtitutions A

from the required closing on general election day.

Personnel FTE Slot Authorizations: Relieve constraints on 35
Budget and Control Board management that limit the number

of personnel positions, delegate to Higher Education Agencies
authority to balance state-funded and other-funded positions

within the total FTE authorized by the Budget & Control

Board, and alow the Higher Education Agencies, as lump

sum agencies, to manage other-funded FTE slots within the
constraints of their operating budgets.

Repeal a number of itemsin Act 255 and 629 for which 37
reporting requirements are duplicated under Act 359,
Performance-Based Funding.

Discontinue the requirement of Attorney General 44
approval for retaining Associate Counsel.
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TELECOMMUNICATIONSLINES AND SERVICES:
Individual Institutions Allowed to Negotiate Directly with Vendors

ACTION: Seek the assistance of OIR in modifying policies and procedures to allow state
agencies to negotiate telecommunication services directly with vendors in the same manner of
other provisions of the procurement code, allowing purchases from a competitive vendor who
offers a price at least ten percent lower than a state contract price.

REFERENCE: Current policies/procedures.

Currently, all contracts for telecommunications services and equipment must go through, or have
approval from, the Office of Information Resources (OIR). Many services, such as telephone
long distance and wide area data networks, are mandated to be procured through OIR.

RATIONALE:

Telecommunications services have grestly evolved since divestiture of the industry in the early
1980s, and continue to rapidly change with emerging and converging technologies, creating a
highly competitive market with high service and quality expectations. Larger state agencies, in
particular, state universities that have competently staffed information (1T) departments, are
often best positioned to negotiate contracts that best serve their institutional requirements.

In general, the contracts and services procured through OIR work well for the State, particularly
for the agencies too small to have an IT department and the agencies that are clustered in
Columbia or near main fiber arteries such as Greenville, Spartanburg, and Charleston. The close
proximity to central equipment and the combined usage volume allows the state to negotiate
competitive rates, although often, better rates are available. The geographic location of many of
the State’' s higher education institutions often causes higher costs to attach back to existing state
facilities, such as OIR'sSATM network. In some cases, universities could contract with local
telecommunications service providers, significantly increase their bandwidth and decrease costs
by 40-50 percent, but they are required to procure services through the state contracts arranged
by OIR.

In addition, larger institutions are in a better position, because of their existing staff in
telecommunications and networking support, to support certain functions of telecommunications
services provided by OIR. However, some fees for services provided by OIR are included in the
port rates whether or not the university deems that the service is valuable and necessary (such as
digital set maintenance), or whether it is something they can do or already do themselves (such
as managing adds, moves, and changes).
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Item 1 (continued)

RECOMMENDATIONS:

Amend the procurement code to allow state agencies to negotiate telecommunication services
directly with vendors. Specifically, alow state agencies to purchase telecommunications goods
and services, currently only available through OIR or OIR’s contracted vendor, in much the same
manner as the State’s General Provisions of the procurement code section 11-35-310, which
alows a governmental body that is offered goods or services at aprice that is at least ten percent
less than the term contract price for the same goods or service to purchase from the vendor
offering the lower price. In al cases, OIR should have the ability to respond as a competitive
vendor.

Restructure OIR’ s existing service offerings to provide larger institutions that have the ability to
support themselves, more flexibility in determining which services they need and want to
purchase through OIR. Contractua commitments and maintenance agreements could then be
developed with OIR for annual budgeting purposes, but institutions could benefit from greater
control over their expenses and fitting those expenses to their institutional needs.

BENEFITS/'OUTCOMES:
Lower telecommunication costs to the institution
Custom tailored services and contracts to the institution based on their specific needs,
desires, and geographic location
Increased savings to the State as new services and methodol ogies are discovered by
individual institutions and then opted for use across the state by OIR.
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TELECOMMUNICATIONS TOWERS:
Change the Current Arrangement of Budget and Control Board
Coordination of Tower and Antenna Operations

ACTION: Change the current arrangement of Budget and Control Board coordination of tower and
antenna operations so that the ingtitution housing the tower receives revenue as incentive, as proposed in
the reworded proviso below.

REFERENCE: Proviso directing the Budget and Control Board to coordinate tower and antenna.

RECOMMENDATION: Reword Proviso as follows:

63B.9. (BCB/DO: OIR — Wireless Communications Tower) The Budget and Control Board (“ The
Board”) is directed to coordinate tower and antenna operations within South Carolina state government to
maximize the use of the State’ swireless communications infrastructure and to support a statewide public
safety communication system. The Board is authorized to (1) review and approve al new or renewed
leases and contractua agreements regarding antenna placement on state-owned communications towers
and state-owned buildings, (2) coordinate al new communications tower construction on state-owned
property, (3) enter into agreements with private entities to promote and market to government and nor+
government users excess capacity on the State’ s wireless communications infrastructure, (4) generate
revenue by leasing, licensing, or selling to the public and private sectors, in compliance with State and
federal law, excess capacity on the State’ s wireless communications infrastructure, and (5) construct new
communications assets on any appropriate state-owned property for the purpose of generating revenue
pursuant to this proviso. All revenue from antenna and tower space contracts or leases, existing prior to
the effective date of this proviso, or renewals for this same space, must be reported to the Board, but such
revenue shall be retained by the owning agency. For new tower and antenna leases and contracts entered
into after the effective date of this proviso, the owning agency will retain fifty percent of revenues. All
revenue from new tower and antenna leases and contracts entered into after the effective date of this
proviso must be remitted to a separate fund established by the Board. The owning agency’s share of the
revenues will serve as compensation for its predominant role in planning, negotiating, and coordinating
with the vendor and thereby generating the revenues from the project. The remaining fifty percent of the
revenues must be remitted to a separate fund established by the Board. This fund shall be retained and
carried over from year to year and shall be used to create and support a statewide public safety
communications system. The Board will establish a process to ensure that state and local government
needs are considered in implementing this proviso. The Board shall create an annual report detailing all
revenue collected and disbursed pursuant to this proviso. This report shall also include a summary of each
state agency’ s overall antenna and tower revenues, whether such revenue is retained by the individua
agency or remitted to the fund established by this proviso. This report shall be compiled on afisca-year
basis and made available to the South Carolina General Assembly on October 1 of each year.

RATIONALE:
Thisisareatively complex arrangement which gives very little incentive to the ingtitution to incur the
management details and the continued security and access to the site without some long-term return.

BENEFITSOUTCOMES:
Better cooperation and support for a statewide communication system.
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ANNUAL INFORMATION TECHNOLOGY (IT) BUDGET PLAN:
Discontinue the Requirement for Annual Submission

ACTION: Seek the assistance of Information Technology Management to change legislation to
exclude the higher education from the annual reporting and limit higher education reporting to
administrative applications through an ad hoc process.

RECOMMENDATIONS:
Amend the procedures produced by the Information Technology Management Office.
Recommended changesin bold type.

The Information Technology Management Office (ITM) derivesits legal authority from Section
11-35-1580 of the South Carolina Code of Laws which assigns the responsibility for assessing
the need for and use of information technology (IT), evaluating the use and

Management of 1T, developing policies and standards for the management of IT in state
government, initiating a state plan for the management and use of 1T, and providing management
and technical assistance to state agenciesin the use of IT. To carry out these responsibilities, in
part, ITM requires each state agency to submit in the fall of each year insert " excluding higher
education” acomprehensive IT plan setting forth the agency’s proposed IT acquisitions for the
next three (3) years along with the agency’s then-current I'T base budget, and to submit at other
times as needed ad hoc requestsinsert: " including higher education administrative IT" for
items of IT not included in the agency’s annual plan, where such items of IT cost $25,000 or
more.

RATIONALE:
Exclude Base Budget:
For the effort expended, the relative value of the base budget data being reported is
unknown.
The actual technology planned for acquisition from the base budget is more accurate the
closer to time of acquisition.
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Item 3 (continued)

Exclude Annual Update to ThreeY ear Plan:
The three-year plans are of little value because they assume a static economy, technology
and need, yet they are subject to accelerated changes that negate the plan.
Dynamic educational needs and timetables directly influence administrative IT decisions.
Planning cycles geared to feed annual reports lack ingtitutional grass roots support.
The budget process is not influenced by what is reported in the plan.

Utilize the ad hoc request process for higher education administrative applications:
Ad hoc requests however, are of value because they are based on current information and
justification prior to implementation is a desirable administrative process.

BENEFITSOUTCOMES:

Indirect, though not readily measured, cost savings. The change improves an institution’s or
agency’ s ability to concentrate on mission focused issues and accountability measures. The
work applied to an immediate and more imminent plan of action allows greater coordination of
the actual application with the Information Technology Management Office.
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PROCUREMENT CAP INCREASES:
For Procurement, Leases and L ease Purchases

ACTION: Seek changesin the S. C. Consolidated Procurement Code section 11-35-1550
defining the method and limits for small purchases for state agencies.

REFERENCE: S. C. Consolidated Procurement Code Section 11-35-1550

RECOMMENDATION:

Change the limits placed on each section under (2) Completion and Price Reasonableness, so that
they are increased as shown in bold type.

S. C. Consolidated Procurement Code Section 11-35-1550

(1) Authority. The following small purchase procedures may be utilized in conducting
procurements for governmental bodies that are less than $25,000.00 in actual or potential
vaue. Any agency may conduct its own procurement under $5,000.00 in actual or potential
value, and any agency that has received procurement certification pursuant to Section 11-35-
1210 to handle the type and esimated value of the procurement may conduct the
procurement under its own authority in accordance with the procedures prescribed herein;
provided, however, that procurement requirements shall not be artificialy divided by
governmental bodies so as to corstitute a small purchase under this section.

(2) Completion and Price Reasonableness.

(@ Purchases Not in Excess of $1,500.00 (change to $5,000.00). Small purchases not
exceeding $1,500.00 (change to $5,000.00) may be accomplished without securing
competitive quotations if the prices are considered to be reasonable. The purchasing
office shall annotate the purchase requisition: 'Priceis fair and reasonable’ and sign.
Such purchases shall be distributed equitably among qualified suppliers. When
practical, a quotation will be solicited from other than the previous supplier prior to
placing a repeat order. The administrative cost of verifying the prior to placing a
repeat order. The administrative cost of verifying the reasonableness of the price of
purchase 'not in excess of' may more than offset potential savings in detecting
instances of overpricing. Therefore, action to verify the reasonableness of the price
need be taken only when the procurement officer of the governmental body suspects
that the price may not be reasonable, e.g., comparison to previous price paid, personal
knowledge of the item involved.

(b) Purchases from $1,500.01 to $5,000.00 (change to $5,000.01 to $10,000.00).
Solicitations of verbal or written quotes from a minimum of three qualified sources of
supply shall be made and documentation of the quotes attached to the purchase
requisition. The award shall be made to the lowest responsive and responsible
source.
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Item 4 (continued)

(¢) Purchases from $5,000.01 to $10,000.00 (change to $10,000.01 to $25,000.00).
Solicitation of written quotes from a minimum of three qualified sources of supply
shall be made and documentation of the quotes attached to the purchase requisition.
The award shall be made to the lowest responsive and responsible sources.

(d) Purchases from $10,000.01 to $25,000.00 (change to $25,000.01 to $50,000.00).
Written solicitation of written quotes, bids, or proposals shall be made. The
procurement shall be advertised at least once in the South Carolina Business
Opportunities publication or through a means of central electronic advertising as
approved by the Office of General Services. A copy of the written solicitation and
written quotes shall be attached to the purchase requisition. The award shall be made
to the lowest responsive and responsible source or, when a request for proposal
process is used, the highest ranking offeror.

(3) Protest Rights. The provisions of Section 11-35-4210 shall not apply to contracts awarded
under procedures set forth in this section.

(4) Requirement to Advertise. All competitive procurements above $25,000.00 (changeto
$50,000.00) must be advertised at least once in the "South Carolina Business Opportunities’
publication or through a means of central electronic advertising as approved by the Office of
Genera Services. Governmental bodies may charge vendors the cost incurred for copying
and mailing bid or proposal documents requested in response to a procurement advertised in
the "South Carolina Business Opportunities’ publication.

BENEFITS'OUTCOMES:

Employee processing time, and elimination of two-thirds of the paper usage and file storage
space would be realized. The solicitation of verbal or written quotations from three sources
requires considerable manpower both in the purchasing and end user departments. Vendors are
often reluctant to participate in the quotation process for purchases on the lower amounts.

In addition, for those agencies using the State purchasing card, approximately 25 percent of the

processing of purchase orders over $1,500 would be eliminated if the single transaction limit
were increased from $1,500 to $5,000.

10
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PROCUREMENT DEFINITIONS:
Change Definitions for Certain On-Campus Permanent I mprovement Projects

ACTION: Seek to amend the S. C. Consolidated Procurement Code section 11-35-310 giving
definition to "Permanent Improvement Project; modify the policies of the Budget and Control
Board, Joint Bond Review Committee, and the Commission on Higher Education that address
this issue.

REFERENCES:
(1) S_C. Consolidated Procurement Code section 11-35-310

SUBARTICLE 5

Definitions of Terms Used in this Code
SECTION
11-35-310.Definitions

The following words, unless the context clearly indicates otherwise, shall mean:

(1) "I'nformation Technology (IT)" means data processing, telecommunications and office
systems technologies and....services:

....(a) " data processing" means the automated collection, storage, manipulation and retrieval of
data including:

....central processing units for micro, mini and mainframe computers; related peripheral
equipment such as terminals,

....document scanners, word processors, intelligent copiers, off-line memory storage and printing
systems, data

....transmission equipment; and related software such as operating systems, library and
maintenance routines and

.... applications programs.

.... (b) " telecommunications" means voice, data, message and video transmissions, and
includes the transmission

....and switching facilities of public telecommunications systems, as well as operating and
network software.

....(c) " office systems technology" means office equipment such as typewriters, duplicating and
photocopy

.... Machines, paper forms and records; microfilm and microfiche equipment and printing
equipment and services.

11
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Item 5 (continued)

.... (d) " services" means the providing of consultant assistance for any aspect of information
technology, systems, and

.... Networks.

(2) "Board" means State Budget and Control Board.

(3) " Business' means any corporation, partnership, individual, sole proprietorship, joint stock
company, joint venture or any other legal entity.

(4) " Changeorder” means any written alteration in specifications, delivery point, rate of
delivery, period of performance, price, quantity, or other provisions of any contract
accomplished by mutual agreement of the parties to the contract.

(5) " Chief procurement officer” means (a) the management officer for information technology,
(b) the state engineer for areas of construction, architectural and engineering, construction
management, and land surveying services, and (c) the materials management officer for all other
procurements.

(6) " Information Technology Management Officer” means the person holding the position as
the head of the Information Technology Office of the State.

(7) " Construction” means the process of building, atering, repairing, remodeling, improving or
demolishing any public structure or building or other public improvements of any kind to any
public real property. It does not include the routine operation, routine repair or routine
maintenance of existing structure, buildings or real property.

(8) " Contract” means all types of state agreements, regardless of what they may be called, for
the procurement or disposal of supplies, services or construction.

(9) " Contract modification" means awritten order signed by the procurement officer, directing
the contractor to make changes which the changes clause of the contract authorizes the
procurement officer to order without the consent of the contractor.

(10) " Contractor” means any person having a contract with a governmental body.

(11) " Cost effectiveness’ meansthe ability of a particular product or service to efficiently
provide goods or services to the State. In determining the cost effectiveness of a particular
product or service, the appropriate chief procurement officer shall list the relevant factorsin the
bid notice or solicitation and use only those listed relevant factors in determining the award.
(12) " Data" means recorded information, regardless of form or characteristics.

(13) " Days' means calendar days. In computing any period of time prescribed by this code or
the ensuing regulations, or by any order of the Procurement Review Panel, the day of the event
from which the designated period of time begins to runis not included. If the fina day of the
designated period falls on a Saturday, Sunday, or alegal holiday for the state or federal
government, then the period shall run to the end of the next business day.

(14) " Debarment” means the disqualification of a person to receive invitations for bids, or
requests for proposals, or the award of a contract by the State, for a specified period of time
commensurate with the seriousness of the offense or the failure or inadequacy of performance.
(15) "Designee” means a duly authorized representative of a person with formal responsibilities
under the code.

(16) " Employee" means an individual drawing a salary from a governmenta body, whether
elected or not, and any nonsalaried individual performing personal services for any
governmental body.

12
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Item 5 (continued)

(17) " General Services' means the Office of the Budget and Control Board.

(18) " Governmental body" means the a state government department, commission, council,
board, bureau, committee, institution, college, university, technical school, agency, government
corporation, or other establishment or official of the executive or judicial branches of this State.
Governmental body excludes the General Assembly or its respective branches or its committees,
Legidative Council, the Office of Legidative Printing and Information Technology Resources,
and al local political subdivision such as counties, municipalities, school districts, or public
purpose of erecting monuments or memorias or commissioning art that is being procured
exclusively by private funds.

(19) "Grant" means the furnishing by the State or the United States government of assistance,
whether financia or otherwise, to any person to support a program authorized by law. It does
not include an award the primary purpose of which isto procure specified end products, whether
in the form of supplies, services or construction. A contract resulting from such an award shall
not be deemed a grant but a procurement contract.

(20) Invitation for Bids' means awritten or published solicitation issued by an authorized
procurement officer for bids to contract for the procurement or disposal of stated supplies,
services or construction, which will ordinarily result in the award of the contract to the
responsible bidder making the lowest responsive bid.

(21) "Materials Management Officer" means the person holding the position as the head of the
materials management office of the State.

(22) " Office" means a non-mobile place for the regular transaction of business or performance
of aparticular service and staffed by at least one employee on aroutine basis.

(23) " Palitical Subdivision" means al counties, municipalities, school districts, public service
or special purpose districts.

(24) " Purchasing agency” means any governmental body other than the chief procurement
officers authorized by this code or by way of delegation from the chief procurement officersto
enter into contracts.

(25) " Procurement officer” means any person duly authorized by the governmental body, in
accordance with procedures prescribed by regulation, to enter into and administer contracts and
make written determinations and findings with respect thereto. The term aso includes any
authorized representative of the governmental body within the scope of his authority.

(26) " Purchasing agency" means any governmental body other than the chief procurement
officers authorized by this code or by way of delegation from the chief procurement officersto
enter into contracts.

(27) " Real Property" means any land, all things growing on or attached thereto, and all
improvements made thereto including buildings and structures located thereon.

(28) " Request for Proposals (RFP)" means awritten or published solicitation issued by an
authorized procurement officer for proposals to provide supplies or services, which ordinarily
result in the award of the contract to the responsible bidder making the proposal determined to be
most advantageous to the State. The award of the contract must be made on the basis of
evaluation factors which must be stated in the RFP.

13
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Item 5 (continued)

(29) " Services' means the furnishing of labor, time, or effort by a contractor not required to
deliver a specific end product, other than reports which are merely incidental to required
surveying, construction management, and related services. This term does not include
employment agreements or services as defined in Section 11-35-310(1)(d).

(30) " Subcontractor” means any person having a contract to perform work or render service to
aprime contractor as a part of the prime contractor's agreement with a governmental body.

(31) " Supplies’ means al persona property including but not limited to equipment, materials,
printing, and insurance.

(32) " State" means state government.

(33) " State Engineer™ means the person holding the position as head of the State Engineer's
Office.

(34) " Suspension” means the disqualification of a person to receive invitations for bids, requests
for proposals, or the award of a contract by the State, for a temporary period pending the
completion of any investigation and any legal proceedings that may ensue because a person is
suspected upon probable cause of engaging in criminal, fraudulent, or seriously improper
conduct or failure or inadequacy of performance which may lead to debarment.

(35) " Term Contract™ means a contract established by the chief procurement officer for a
specific product or service for a specified time and for which it is mandatory that all
governmenta bodies procure their requirements for the goods and services during itsterm. If a
governmental body is offered goods and services at a price that is at least ten percent less than
the term contract price for the same goods or services, it may purchase from the vendor offering
the lower price after first offering the vendor holding the term contract the option to meet the
lower price. If the vendor holding the term contract meets the lower price, then the
governmental body must purchase from the contract vendor. A term contract may be a multi-
term contract as provided in Section 11-35-2030.

(36) " Using Agency" means any governmental body of the State which utilizes any supplies,
services, or construction purchased under this code.

(2) Manual for Planning and Execution of State Permanent | mprovements, published by S.
C. Budget and Control Board Office of General Services

CHAPTER 2

PERMANENT IMPROVEMENT PROJECT DEFINITION

Under Section 2-47-50 of the South Carolina Code of Laws, the Budget and Control
Board shall formally establish each permarent improvement project before any actions which
implement the project can be undertaken. The project must aso be established before any
expenditures can be made toward the project purpose.

14
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Item 5 (continued)

Section 10-1-180 of the South Carolina Code of Laws gives the Joint Bond Review

Committee and the Budget and Control Board the authority to determine the cost amount which
requires a permanent improvement project to be established. Minor construction projects that do

not exceed that cost amount do not require approval of the Budget and Control Board and,
therefore, are not established as permanent improvement projects.

In September 1991, the Budget and Control Board approved the following definition of a

permanent improvement project, after review by the Joint Bond Review Committee. The

definition addresses the cost amount of projects which define them as permanent improvement
projects, as well as other qualifying factors.

Definition

Permanent improvement projects are defined as:

(@D} any acquisition of land, regardless of cost;

2 any acquisition (as opposed to the construction) of buildings or other structures,
regardless of cogt;

3 construction of additional facilities and any work on existing facilities including their
renovation, repair, maintenance, ateration or demolition in those instances in which the
total cost of al work involved is $100,000 or more;

4 architectural and engineering and other types of planning and design work, regardless of
cost, which is intended to result in a permanent improvement project. Master plans and
feasibility studies are not permanent improvement projects and are therefore not to be
included;

) capital lease purchase of any facility acquisition or construction; and

(6) equipment that either becomes a permanent fixture of afacility or does not become

permanent but is included in the construction contract should be included as a part of a
project.

All permanent improvements that meet the above definition must become a project,

regardless of the source of funds. However, any agency that has been authorized/appropriated
Capital Improvement Bond, Capital Reserve Fund or specific state appropriated funds by the
General Assembly for capital improvements must process a permanent improvement project,
regardless of the amount. In addition, any agency proposing to transfer appropriated operating
funds to a permanent improvement project must also process a permanent improvement project,
regardless of the amount.

15
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Item 5 (continued)

Expenditures for projects costing less than $100,000 under current policies are not
subject to Board approval or Bond Committee review. Asapart of the Annual Permanent
Improvement Program process, however, each agency may be required to report on expenditures
in the under-$100,000 category in an annua report to the Board and the Committee due each
year in September. In addition, this information will be required to be provided as the
Committee or Board requestsiit.

The $100,000 cost cut-off level in the definition of a permanent improvement is subject
to adjustment by joint action of the Bond Committee and the Budget and Control Board.

Adopted by Joint Bond Review Committee 8/20/91
Adopted by Budget and Control Board 9/10/91

Exceptions to $100,000 Cut-Off L evel

The permanent improvement project definition includes exceptions to the $100,000 cut-
off level for projects funded with Capital Improvement Bond Funds, Capital Reserve funds and
state appropriated funds. According to the definition, projects funded with these sources must be
established as permanent improvement projects regardless of the project amount.

The Capital Improvements Unit received clarification from the Joint Bond Review
Committee on the exception to the $100,000 cut-off for state appropriated funds after the new
definition was adopted. Under the clarified definition, state-funded projects which must be
established as permanent improvement projects regardless of the amount include the following:

(1) Projects which receive specific line item authorizations in specific amounts in legislation
such as the Appropriations Act.

2 Projects using state appropriated operating funds for permanent improvements.

3 Projects using the state appropriated fund sources above when the funds are transferred to
establish or review another project.

However, projects using formula funds for the colleges and universities and funds earmarked
specifically for maintenance for the agencies need only be established as permanent
improvement projects if the amount exceeds $100,000.

Projects under $100,000 on the SPIRS system prior to the adoption of this PIP definition
will continue to be maintained on the system until completion. This means that any increases,
decreases, scope or other revisions to these projects should continue to be requested through the
Capital Improvements Unit on the A-1 form. These requests will be processed administratively
without any approvals except for the Budget and Control Board's authorized representative.

16



Task Force Report Regulatory Relief December 4, 2001

Item 5 (continued)

Projects Using Excess Debt Service

Projects using excess debt service as a fund source have not specifically been addressed
by the permanent improvement project definition. However, because of statutory requirements
governing the use of these funds by certain agencies, all projects using excess debt service funds
must be established as permanent improvement projects regardless of the project amount.

Pr oj ects Exceeding the $100,000 Cut -Off After Project Start

If an agency starts a project which does not meet the permanent improvement project
definition, but later exceeds the $100,000 cut-off or requires the use of state appropriated or
capital improvement bond funds, the agency must establish the project as a permanent
improvement project. The project is established by submitting an A-1 form to the Capital
Improvements Unit as soon as the agency determines the project cost will exceed the $100,000
cut-off or the project will require the use of state appropriated or capital improvement bond
funds. The approval processis the same as that followed for any project of its type and budget.

A project may exceed the $100,000 cut-off when A& E work is completed, bids are
received or a change order is processed. Because a project of this type may already be under
review by the State Engineer's Office, the Capital Improvements unit will coordinate and work
with that office to ensure as smooth as approval of the project establishment as possible without
any project delays.

Equipment Per manent | mprovement Projects

By definition, equipment that either becomes a permanent fixture of afacility, or does not
become permanent but is included in the construction contract, must be established as a
permanent improvement project. Equipment relating to building construction or additions which
must be established in a permanent improvement project includes all equipment included in the
construction contract, from HVAC equipment to major building furnishings.

Once a building or addition is completed, the replacement of any equipment which is
intrinsic to the operation of the building or without which a building cannot function properly,
such as HVAC, water and sewer, should be established in a permanent improvement project.
This aso includes the addition of any equipment which requires altering the facility to
accommodeate it, such as major refrigeration equipment, to be established as a project as well.

The equipment projects which should be established as permanent improvements are
guided also by the $100,000 cut-off level and the source of funds exceptions. If questions arise
on the need to establish a specific equipment project, please contact your analyst in the Capital
Improvements Unit.
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Item 5 (continued)

Building Acquisition Projects

Under the permanent improvement project definition, a project involving the acquisition
(as opposed to the construction) of a building or other structure is a permanent improvement
regardless of the cost. Thisincludes any building or structure which is acquired as part of a
land/building acquisition. It also includes the acquisition of any building or structure, such asa
pre-fabricated or manufactured housing-type structure, regardless of the cost if the structure will
be listed on the agency'sreal property inventory. The budget of any project established for the
acquisition of thistype of building should include the cost of acquiring the structure as well as
any additional costs, such as water and sewer hook-ups and foundation construction.

RECOMMENDATION:
Proposed definition to be incorporated into the S. C. Consolidated Procurement Code section
11-35-310 as follows to be inserted after number 22, with renumbering thereafter:

(23) " Permanent I mprovement Project” means
1) any acquisition of real property
2) improvements to real property in those instances in which the total cost of all work
involved is $250,000 or more;
3) architectural and engineering and other types of planning and design work, regardiess
of cost, which isintended to result in a permanent improvement project;
4) capital lease purchase of any facility acquisition or construction.
Improvements to real property are based on the general accounting definition of a value-added
improvement. Improvements included in this definition are items that add value to real property.
Not to be included are
1) maintenance items such as carpeting, hazardous material abatement, painting, and
landscaping.
2) Master Plans and feasibility studies.

In the Manual for Planning and Execution of State Permanent | mprovements, changes as
indicated below:

CHAPTER 2

PERMANENT IMPROVEMENT PROJECT DEFINITION

Under Section 2-47-50 of the South Carolina Code of Laws, the Budget and Control
Board shall formally establish each permanent improvement project before any actions which
implement the project can be undertaken. The project must aso be established before any
expenditures can be made toward the project purpose.

18



Task Force Report Regulatory Relief December 4, 2001

Item 5 (continued)

Section 10-1-180 of the South Carolina Code of Laws gives the Joint Bond Review
Committee and the Budget and Control Board the authority to determine the cost amount which
requires a permanent improvement project to be established. Minor construction projects that do
not exceed that cost amount do not require approval of the Budget and Control Board and,
therefore, are not established as permanent improvement projects.

In September 1991, the Budget and Control Board approved the following definition of a
permanent improvement project, after review by the Joint Bord Review Committee. The
definition addresses the cost amount of projects which define them as permanent improvement
projects, as well as other qualifying factors.

Definition
Permanent improvement projects are defined as:

@ any acquisition of land, regardless of cost;

2 any acquisition (as opposed to the construction) of buildings or other structures,
regardless of cost;

(3) construction of additional facilities and any work on existing facilities including their
renovation, repair, maintenance, alteration or demolition in those instances in which the
total cost of al work involved is $200,000 $250,000 or more;

4 architectural and engineering and other types of planning and design work, regardless of
cost, which isintended to result in a permanent improvement project. Master plans and
feasibility studies are not permanent improvement projects and are therefore not to be
included;

) capital lease purchase of any facility acquisition or construction; and

(6) equipment that either becomes a permanent fixture of afacility or does not become
permanent but is included in the construction contract should be included as a part of a
project.

All permanent improvements that meet the above definition must become a project,
regardless of the source of funds. However, any agency that has been authorized/appropriated
Capital Improvement Bond, Capital Reserve Fund or specific state appropriated funds by the
General Assembly for capital improvements must process a permanent improvement project,
regardless of the amount. In addition, any agency proposing to transfer appropriated operating
funds to a permanent improvement project must also process a permanent improvement project,
regardless of the amount.
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Item 5 (continued)

Expenditures for projects costing less than $200,000 $250,000 under current policies are
not subject to Board approval or Bond Committee review. Asapart of the Annual Permanent
Improvement Program process, however, each agency may be required to report on expenditures
in the under-$200,000 $250,000 category in an annual report to the Board and the Committee
due each year in September. In addition, thisinformation will be required to be provided as the
Committee or Board requestsiit.

The $200,000 $250,000 cost cut-off level in the definition of a permanent improvement
is subject to adjustment by joint action of the Bond Committee and the Budget and Control
Board.

Adopted by Joint Bond Review Committee 8/20/91
Adopted by Budget and Control Board 9/10/91

Exceptions to $100-000 $250,000Cut-Off L evel

The permanent improvement project definition includes exceptions to the $100,000
$250,000 cut-off level for projects funded with Capital Improvement Bond Funds, Capital
Reserve funds and state appropriated funds. According to the definition, projects funded with
these sources must be established as permanent improvement projects regardless of the project
amount.

The Capital Improvements Unit received clarification from the Joint Bond Review
Committee on the exception to the $206,000 $250,000 cut-off for state appropriated funds after
the new definition was adopted. Under the clarified definition, state-funded projects which must
be established as permanent improvement projects regardless of the amount include the
following:

1) Projects which receive specific line item authorizations in specific amounts in legidation
such as the Appropriations Act.

2 Projects using state appropriated operating funds for permanent improvements.

3 Projects using the state appropriated fund sources above when the funds are transferred to
establish or review another project.

However, projects using formula funds for the colleges and universities and funds earmarked

specifically for maintenance for the agencies need only be established as permanent
improvement projects if the amount exceeds $100,000-$250,000.
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Item 5 (continued)

Projects under $108,000 $250,000 on the SPIRS system prior to the adoption of this PIP
definition will continue to be maintained on the system until completion. This means that any
increases, decreases, scope or other revisions to these projects should continue to be requested
through the Capital Improvements Unit on the A-1 form. These requests will be processed
administratively without any approvals except for the Budget and Control Board's authorized
representative.

Proj ects Using Excess Debt Service

Projects using excess debt service as afund source have not specifically been addressed
by the permanent improvement project definition. However, because of statutory requirements
governing the use of these funds by certain agencies, al projects using excess debt service funds
must be established as permanent improvement projects regardless of the project amount.

Projects Exceeding the $106.000 $250,000 Cut -Off After Project Start

If an agency starts a project which does not meet the permanent improvement project
definition, but later exceeds the $200,000 $250,000 cut-off or requires the use of state
appropriated or capital improvement bond funds, the agency must establish the project as a
permanent improvement project. The project is established by submitting an A-1 form to the
Capital Improvements Unit as soon as the agency determines the project cost will exceed the
$100,000 $250,000 cut-off or the project will require the use of state appropriated or capital
improvement bond funds. The approval process is the same as that followed for any project of
its type and budget.

A project may exceed the $200,000 $250,000 cut-off when A& E work is completed,
bids are received or a change order is processed. Because a project of this type may aready be
under review by the State Engineer's Office, the Capital Improvements unit will coordinate and
work with that office to ensure as smooth as approval of the project establishment as possible
without any project delays.

Equipment Per manent | mprovement Projects

By definition, equipment that either becomes a permanent fixture of afacility, or does not
become permanent but is included in the construction contract, must be established as a
permanent improvement project. Equipment relating to building construction or additions which
must be established in a permanent improvement project includes al equipment included in the
construction contract, from HVAC equipment to maor building furnishings.

Once a building or addition is completed, the replacement of any equipment which is

intrinsic to the operation of the building or without which a building cannot function properly,
such as HVAC, water and sewer, should be established in a permanent improvement project.
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Item 5 (continued)

This also includes the addition of any equipment which requires atering the facility to
accommodate it, such as major refrigeration equipment, to be established as a project as well.

The equipment projects which should be established as permanent improvements are
guided also by the $100,000 $250,000 cut-off level and the source of funds exceptions. If
guestions arise on the need to establish a specific equipment project, please contact your analyst
in the Capital Improvements Unit.

Building Acguisition Projects

Under the permanent improvement project definition, a project involving the acquisition
(as opposed to the construction) of a building or other structure is a permanent improvement
regardless of the cost. Thisincludes any building or structure which is acquired as part of a
land/building acquisition. It also includes the acquisition of any building or structure, such asa
pre-fabricated or manufactured housing-type structure, regardless of the cost if the structure will
be listed on the agency's real property inventory. The budget of any project established for the
acquisition of this type of building should include the cost of acquiring the structure as well as
any additional costs, such as water and sewer hook-ups and foundation construction.

BENEFIT/OUTCOME:

The effect of the new definition will reduce the time necessary to execute facilities construction
and maintenance projects. It will reduce the number of required approvals for the S. C.
Commission on Higher Education, the Joint Bond Review Committee, and the Budget and
Control Board. The level of the Annual Permanent Improvement Programs will be raised so that
it will highlight the more significant projects for state agencies.

Ten years have passed since the last modification to the definition of a"Permanent Improvement
Project”, as stated in the "Manual for Planning and Execution of State Permanent
Improvements'. Inflation alore has reduced the value set for determining project budget
minimums.
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PROCUREMENT CAP INCREASES:
For On-Campus Permanent | mprovement Projects

ACTION: Seek to modify the policies of the Budget and Control Board, Joint Bond Review
Committee, and the Commission on Higher Education that address this issue.

REFERENCES:

Manual for Planning and Execution of State Permanent | mprovements, Chapter 5 -
"Procedures for Approval of Permanent Improvement Projects’, published by S. C. Budget and
Control Board Office of General Services

RECOMMENDATION:

In the Manual for Planning and Execution of State Permanent I mprovements, Chapter 5 -
"Procedures for Approval of Permanent Improvement Projects, section, make the changes as
indicated by strikeout and bold type below.

Project Actions Requiring JBRC Staff Review
The Director of Research for the Joint Bond Review Committee (JBRC) has been
delegated authority by the Committee to review permanent improvement projects with budget
actions up to $250,000 $500,000 which require JBRC review. Thisincludes projects established
with budgets up to $250,000 $500,000 and budget increases up to $250,000 for existing projects
which have not been previously authorized by the General Assembly, aready approved by JBRC
as part of APIP, or delegated to Budget and Control Board staff....

Project Actions Requiring Joint Bond Review Committee Review

The Joint Bond Review Committee reviews all permanent improvement project requests
with budget actions over $250,000 $500,000. Thisincludes project establishments over
$250,000 $500,000 and budget increases for existing projects over $256,000 $500,000 which
have not been previousdly authorized by the General Assembly, already approved by JBRC as
part of APIP, or delegated to Budget and Control Board staff.....

Project Actions Requiring Budget and Control Board Approval

....Project actions which must be approved by the Board include project establishments
over $250,000 $500,000, and budget increases for existing projects over $250,000-$500,000,
which have not been previously authorized by the General Assembly, already approved by the
Board as part of APIP, or delegated to Budget and Control Board staff.....
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Item 6 (continued)

BENEFIT/OUTCOME:

The effect of the higher approval limits will reduce the cost and overall time needed to complete
facilities construction and maintenance projects. With fewer number of required approvals for
the S. C. Commission on Higher Education, the Joint Bond Review Committee, and the Budget
and Control Board, projects can be initiated more quickly. The level of the Annual Permanent
Improvement Programs will be raised so that it will highlight the more significant projects for
state agencies.
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PRIVATE DEVELOPMENT OF FACILITIESON STATE LAND:
Allow Ingtitutions To Offer Long-Term Leases To Meet Space Needs

ACTION: Seek legidative authorization to allow private development of facilities on land owned by an
ingtitution of higher education for mission related facility needs.

RECOMMENDATION: Add to South Carolina Code Section 11-35-710:

"The construction of any facility on land owned by an institution of higher education where the land is
under an initia lease to athird party for aterm of at least 15 but not more than 40 years provided that: 1)
the third party is not a foundation or eleemosynary organization affiliated with the institution of higher
education; 2) the lease of the land from the ingtitution of higher education to the third party complies with
the State Leasing Procedures of the South Carolina Budget and Control Board; 3) no public funds are
used in the construction of the facility; 4) thereis no obligation on the ingtitution of higher education to
lease space in the facility; 5) if the ingtitution of higher education decides to lease space in the facility,
such lease of space complies with the State Leasing Procedures of the South Carolina Budget and Control
Board; 6) at or before the end of the term of the land lease, and at the discretion of the ingtitution with
approval of the South Carolina Budget and Control Board, al construction on the land will be turned over
to the institution or the land restored to a developable condition.”

RATIONALE:

Act 557 dready provides for the construction of student housing on institutional land by private
developers, for certain ingtitutions. This proposed legidation broadens that concept to provide
endorsement of practicesincreasingly used in other states and businesses to tap external development
resources. This Legidation retains the authority of the Budget and Control Board to ensure that land
leases and any subsequent lease back isin accordance with their existing lease procedures and isfairly
conducted.

Growth in enrollment and research have exceeded the State and institutiona facility and debt capacities.
Resources provided through enrollment, housing, and research funds provide a long term reliable
resource, however, since they are collected over time they often are not available for building
construction at the time the facility is required. To respond to the unmet facility needs ingtitutions are
leasing buildings from private devel opers for core ingtitutional needs without the advantages this
legidation could provide. These buildings are often geographically away from the campus which impacts
efficiency and may require costly renovations as often they were not constructed to meet the institution’s
needs. Thislegidation would permit institutions to work with private developers to construct facilities
when needed to meet institutional mission related needs in alocation most conducive to on-going
operations. The developer retains al financial risk through the life of the ground lease so this proposal
has no impact on the State or institutional debt capacity.

BENEFITSOUTCOMES:

Immediate significant financial benefit as facilities are provided to meet current needs. Delaysin
acquisition of state funding increases facility construction costs significantly. While this benefit
diminishes over time through lease amortization of the developer debt, acquisition of facilities at or prior
to the end of the land lease term has significant philanthropic potential.
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FEDERAL GOVERNMENT CONTRACTS:
Allow Institutions to Purchase from Federal Contract Lists

ACTION: Seek the assistance of the Materials Management Office to change legislation:

RECOMMENDATION:
The suggested additional wording is shown in bold type.

REFERENCE: SC Procurement Code 11-35-40.

§ 11-35-40. Application of this Code.

() Genera Application. This code applies only to contracts solicited or entered into after the
effective date of this code unless the parties agree to its application to a contract entered into
prior to its effective date.

(2) Application to State Procurement. This code shall apply to every expenditure of funds by this
State under contract acting through a governmental body as herein defined irrespective of the
source of the funds, including federal assistance monies, except as specified in Section 11-
35-40(3) (Compliance with Federal requirements) and except as provided in Article 19
(Intergovernmental Relations). It shall also apply to the disposal of state supplies as provided
in Article 15 (Supply Management). The provisions of this code shall apply to all
procurements of information technology elements by any governmental body, irrespective of
the source funds whether appropriated or not. All federal gover nment approved contract
lists shall be considered to be in conformity with the code for these purposes.

(3) Compliance with Federal Requirements. Where a procurement involves the expenditure of
federal assistance or contract funds, the government body, shall also comply with such
federal law and authorized regulations as are mandatory applicable and which are not
presently reflected in the code. Notwithstanding, where federal assistance or contract funds
are used in a procurement by a governmental body as defined in Section 11-35-310(18),
requirements that are more restrictive than federal requirements shall be followed.

(4) Use of Public Funds. The acquisition of any facility or capital improvement by a foundation
or eleemosynary organization on behalf of or for the use of any state agency or institution of
higher learning which involves the use of public funds in the acquisition, financing,
construction, or current or subsequent leasing of the facility or capital improvement is subject
to the provisions of this Code in the same manner as any governmental body. The definition

and application of the terms "acquisition™, "financing", "construction”, and "leasing" are
governed by standards and principles established by the State Auditor.
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Item 8 (continued)

Additional background obtained from the Materials Management Officer:
In 1994 the federal government attempted to offer its contracts for use to all states. It
floundered around for two years and was rescinded in 1996 without implementation

In 1997 MMO proposed using federal contracts as part of a genera update to the
Procurement Code This part failed in the General Assembly due to sentiment that it could
negatively impact SC vendors

MMO is scheduled for a code review and update for the 2003 legidative session and this
same proposal is included

BENEFITSOUTCOMES:

Indirect, though not readily measured, cost savings. The opportunity to capitalize on contract
prices that have already been competed eliminates time and resources that would otherwise be
required to solicit competition.
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Item9

ANNUAL AUDITS:

Individual Institutionsto Negotiate for Annual Audits To Be Performed by a Firm Selected
from a List of Reputable Auditing Firms, Pre-Approved by the State Auditor’s Office.
Thiswould place the peer review process with the selected auditor rather than State
Auditor’s Office.

ACTION: Seek the assistance of the State Auditor to amend process for procurement of
approved audit contracts and to amend audit review procedures, so that public higher education
ingtitutions be allowed to negotiate for their annual audits with reputable CPA firms selected
from alist pre-approved by the State Auditor’s Office.

REFERENCE:

Section 11-35-1250 of the 1976 South Carolina Code of Laws, as amended, states: “No contract
for auditing or accounting services shall be awarded without the approval of the State Auditor
except where specific statutory authority is otherwise provided.”

Independent audits of the public higher education institutions of South Carolina must be
completed annually with adequate time remaining for the Comptroller General’s Office to
incorporate the information into the State's Comprehensive Annu