
Minutes of Budget and Control Board Meeting

July 13, 2004  --  Page 12


MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING


July 13, 2004             3:00 P. M.
The Budget and Control Board (the Board) met at 3:00 p.m. on Tuesday, July 13, 2004, in the Governor's conference room in the Wade Hampton Office Building, with the following members in attendance:

Governor Mark Sanford, Chairman;

Mr. Grady L. Patterson, Jr., State Treasurer and Vice-Chairman;

Mr. Richard Eckstrom, Comptroller General; and

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

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


Also attending were Budget and Control Board Executive Director Frank Fusco, Chief of Staff Stephen C. Osborne, and Division Director Peggy Boykin; General Counsel Edwin E. Evans; Governor’s Chief Legal Counsel Henry White; Governor’s Deputy Chief of Staff for Administration William E. Gunn; Deputy State Treasurer Frank Rainwater; Comptroller General’s Chief of Staff Nathan Kaminski, Jr.; Senate Finance Committee Budget Director Mike Shealy; Ways and Means Committee Chief of Staff Don Hottel; Board Secretary Delbert H. Singleton, Jr., and other Budget and Control Board staff.  [Secretary’s Note:  The Board met immediately following meetings of the State Education Assistance Authority and of the Educational Facilities Authority for Private, Nonprofit Institutions of Higher Learning, the members of which are the Budget and Control Board members, ex officio.  The meeting of the Board as Trustees for the State Retirement System took place immediately following the Board meeting.]
Adoption of Agenda for Budget and Control Board
Mr. Eckstrom requested that an item be added to the agenda for discussion only to discuss rate changes for telephone usage.  Senator Leatherman inquired whether the item was to be received only as information.  Mr. Eckstrom responded that the item would be received for discussion.  Senator Leatherman stated that he had no problem with receiving the item to evaluate it.


Upon a motion by Mr. Eckstrom, seconded by Mr. Patterson, the Board adopted the Budget and Control Board agenda after agreeing to add an item to the agenda concerning the reduction of long distance rates by the State Chief Information Officer (CIO).  

Reduction of Long Distance Rates by the State Chief Information Officer (Reg. Item #1A)
The Board directed Board staff to delay the implementation of the reduction of long distance rates for further study.

Mr. Eckstrom inquired whether the Board, as budget officials, should make a decision to reduce the telephone rates by more than 15% and risk going against the requirement of the appropriation bill that mandated the 15% reduction in telephone dollars.  He stated that the reductions proposed by the CIO will restore the 15% reduction mandated by the appropriation bill and will give agencies some increment above the 15% reduction through these reduced rates.  He further inquired whether the funds should be set aside to use for some purpose other than having agencies spending the funds.  He commented that one item the funds could be used for is the new statewide computer system that is being phased-in as funds are available.

Mr. Harrell commented that when the legislature said to reduce telephone usage by 15% the idea was to reduce expenditures, not get a rate reduction.  He stated a rate reduction is great, but that in this case it should be 30% to include the 15% usage reduction and 15% for the rate reduction.  Mr. Harrell said that the concept was to reduce the budget, not just create a paper reduction.

Mr. Eckstrom commented that decisions like the rate reduction should be contemplated during the budget process.  Mr. Fusco stated that negotiations for this particular contract happened to occur during this time frame.  He said that when rates can be lowered for consumers that is done.  Mr. Fusco said that he understands the point that is being made, but that he does not know how the funds can be recouped at this point.  He said that perhaps the funds could be recouped in next year’s budget process and dedicated to some source.


Mr. Harrell asked whether the CIO could undo the reduction at this point.  Mr. Fusco said the reduction was just announced and the action could be put on hold and the funds held.

Senator Leatherman said the General Assembly mandated that agencies cut telephone usage by 15%.  He said he thinks the budget would require that agencies do a 15% reduction on whatever the rate is and not the rate that agencies had at the time the budget was done.  He said, for example, if the rate was reduced from $3.00 to $2.50 the 15% reduction would be based on the $2.50 rate.  Mr. Harrell commented that is not the way the House intended for the reduction to take place.  He said that the House provided a figure that represented the 15% reduction.  Senator Leatherman said that the agencies should be required to cut whatever the dollar amount was in the budget.

Governor Sanford asked what is the rate reduction.  Mr. Eckstrom said the base rate to State agencies when implemented would be $0.04 per minute, resulting in a 20% reduction.  Governor Sanford said he gives credit to Chad Walldorf who continuously pointed out that the state was paying too much for telephones compared to rates in the private sector.  Mr. Harrell commented that the House’s intent was to cut rates and usage.

Board members engaged in further discussions concerning retention of the funds and how to recoup the surplus from the rate reduction.  Afterwards, Mr. Eckstrom suggested that the old rates should be continued and that the difference between the old rates and new rates be set aside in a separate account by the CIO.  Mr. Harrell said that the Board should direct that the rates be frozen for a month and give the budget office time to look at the issue and bring the item back at the next Board meeting.  Mr. Fusco indicated that staff would delay the offer of the rate reductions to the agencies and retain any funds that come in.

General Services Division:  Easement (Regular Session Item #1)

The General Services Division requested that the Board approve the following easement in accordance with Code Sections 1-11-80, 1-11-90, and 1-11-100:

	County Location:
	Richland

	From:
	Budget and Control Board

	To:
	City of Columbia

	Consideration:
	Undetermined, but not less than appraised value.

	Description/Purpose:
	Construction of a storm water drainage line, in an existing drainage pathway, on the southeast corner of the Mental Health Bull Street Campus.  This is part of the Celia Saxon Redevelopment project currently underway by the City’s Housing Authority (in excess of one hundred housing units on the east side of Harden Street).    



Mr. Eckstrom said that the Mental Health property is property that the General Assembly intends to use to satisfy a portion of the current deficit.  He said the Board should be very certain that the ultimate value that is gained from the property, whether sold as a whole or parceled out, is consistent.  He said he did not want the Board to take an action early in the disposition process that would cause the property to be disposed of at a lower rate.  He said while the appraisal for the easement looks to be fair in an isolated manner, it appears to produce a lower fair market value than it would if that parcel were attached to the overall acreage.  He said if the appraisal is used it would effectively create a loss of proceeds if the property is sold as a block.  He said the appraisal for this property establishes an amount of $20,000 per acre for the entire property.  He said that if this parcel was sold as part of a whole it would get a great deal more.


Mr. Eckstrom further commented that the City of Columbia at one time was willing to put up a much larger deposit and agreed that if the property is sold for a value less than the deposit, the City would be refunded the difference.  Mr. Rush said that was not his understanding of the City’s proposal.  He said that the City did send an earnest money check that is being held in trust, pending the receipt of the appraisal.


Mr. Harrell asked what was the amount of the check.  Mr. Rush reported that the check was for $75,000.  He stated that Mental Health took the State Newspaper’s figure of $30 or $32 million and divided it pro rata as if the property in question would be representative of the land.  Mr. Rush said he does not think that is the case.


Mr. Harrell asked whether the land for the easement was looked at isolated to itself or in the context of all the land.  Mr. Rush said the appraisal that was made by the MAI appraisers was accepted.  He said the appraiser took a 75-acre portion of the property and valued it before and after the existence of the easement and came up with the difference.


Governor Sanford asked Mr. Rush if this were his land valued at $50 million would he encumber it for $10,000.  Mr. Rush said that the MAI appraiser has the proper credentials, experience, and background and that he would rely on the appraisal.  He said he would do so because the property runs along a railroad track, it cannot be used for anything, it is low lying, and parts of it were wet when he walked the property.


Senator Leatherman asked Mr. Rush whether in his opinion the easement was appropriate and would it affect the use of the other portion of the tract of land.  Mr. Rush said he did not think the easement would affect the value of the other portion of the land.


Governor Sanford further commented that he did not think that it is a good practice to encumber property that is about to be sold.  He said that if the property is encumbered one will not be able to build on the location and the value of the property could be impacted.  Mr. Harrell said the purpose of the MAI appraisal was to let the Board know whether the value of the property was impacted.  Mr. Harrell said that he agreed with Governor Sanford that if it were his property he would not encumber it.  However, he said that this is a different dynamic in that the City of Columbia is a sub-division of the State that needs the Board to approve the easement for a project the City wants done.


Mr. Eckstrom said it seems that the proper thing to do is to move forward with the easement for a project that is significantly underway.  However, he said that he wanted to make sure that when the land is sold in the next year the State does not get less than what it expects to receive for the sale of the land.


Governor Sanford asked were there other alternatives to accomplishing what the City needed and was there more in the way of consideration that could be left on the table for the State.  Mr. Steve Gant, with the City of Columbia, said there are other alternatives that include getting an easement from the railroad which would mean an eight or nine month process.  He said time is of the essence and getting the easement from the Board is the best alternative for the City.  He further commented the initial cost of the easement was picked out of the newspaper and the present amount offered for the easement is more factual and is based on what an MAI appraiser thinks the property is worth.  He said that the City would like to have the Board’s consideration in order to move forward and not lose any of the federal funding for the project.  Governor Sanford said that he understood the situation and wanted to know if the City would consider a higher value for the consideration closer to $75,000.  Mr. Gant said he was only authorized to agree to the appraised value and that if there was a number higher than that he would have to go back to City Council for authorization of something higher.


Governor Sanford said if the appraised price is used for the easement that would mean that the entire Bull Street property would be valued at $4 million.  Mr. Harrell asked whether the 75 acres are worth less than the balance of the property.  Mr. Rush said he did not think so.


Governor Sanford said he recommends deferring the item and entering into further negotiations with the City for more consideration.  He said that this would help to protect the City of Columbia in terms of moving forward with the project and protect the taxpayers of the State.  Mr. Gant asked if there was the possibility of moving forward on the easement and work out the financing in 30 or 45 days.  Governor Sanford said he did not think the City would have an appetite for negotiating if it already had the easement.


Senator Leatherman asked what would be the impact on the project if the item was deferred to the next meeting.  Mr. Gant said that the delay could affect federal funding for the Columbia Housing Authority the City is supposed to get.  Governor Sanford said he saw no danger in moving the approval back a month and engaging in further negotiations with the City to reach a compromise.  Mr. Gant asked whether there was a price for the easement that he could take back to City Council.  Governor Sanford said he likes the $75,000 that was on the table.


The Board agreed to defer until the next Board meeting consideration of granting an easement to the City of Columbia for the construction of a storm water drainage line, in an existing drainage pathway, on the southeast corner of the Mental Health Bull Street Campus.
Information relating to this matter has been retained in these files and is identified as Exhibit 1.
Insurance and Grant Services, Employee Insurance Program:  Conversion of the State Health Plan Economy Option to a Qualified High Deductible Health Plan with Health Savings Account Availability; State Health Plan Benefits and Contribution Rates Effective January 1, 2005 (Regular Session Item #2)

Summary:


Last fall’s Medicare Modernization Act created a new health insurance product: the Health Savings Account (HSA). The HSA is a portable, tax-favored account to which eligible persons may contribute to pay for tax-qualified medical expenses, with remaining balances rolling forward from year to year. Federal law provides that persons enrolled in the High Deductible Health Plan (HDHP) may contribute to an HSA, and establishes the definitions and parameters of the HDHP and HSA. To permit employees and non-Medicare retirees to have the opportunity to have an HSA, and to provide for a more distinct, low-cost alternative for State Plan subscribers, it was proposed that the current Economy option, with less than 6% of membership, be converted to a qualified HDHP effective January 1, 2005, to be known as the Savings option. The proposed Savings option, which employees could choose during the upcoming enrollment period, would have a $3000 individual deductible, preventive care features paid before the deductible, and a limited number of other benefit differences from the present plan. Enrollee contributions would be established at an amount substantially less than for any plan options at present, ranging from $9.00/month for Enrollee Only coverage to $108.00/month for Full Family coverage, and employees could contribute to an HSA on a pre-tax basis through the MoneyPlus program.


Because of continued projected health care expenditure growth in the year ahead, it is estimated that Plan “impact” in the amount of $132.7 million is necessary to pay claims and maintain a zero reserve balance during the 2005 calendar year. This is the equivalent of $56.10/subscriber/month. The General Assembly in the FY 2005 Appropriations Act provided $13.4 million in additional State funds for employer contributions, the equivalent of a 6.1% increase, or $17.30/subscriber/month. The remaining $38.80/subscriber/month impact, amounting to $91.8 million/year, must be obtained predominantly in the form of benefit changes that result in savings to the Plan, an increase in subscriber contributions, or some combination of the two. It was proposed that this impact be achieved through Plan changes resulting in estimated annual savings of $36.0 million and subscriber contribution increases of $55.8 million, averaging $23.60/subscriber/month, effective January 1, 2005.

Background Information:


This agenda item was divided into two parts: 1) Conversion of the State Health Plan Economy option to a qualified High Deductible Health Plan with Health Savings Account availability, to become effective January 1, 2005, and 2) Benefit and Subscriber Contribution Changes, to become effective January 1, 2005.

1.  Conversion of the State Health Plan Economy option to a qualified High Deductible Health Plan (HDHP) with Health Savings Account (HSA) availability  Last year’s Medicare Modernization Act and accompanying federal regulations define a qualified HDHP: there are minimum deductibles ($1000/person, $2000/family in 2004), and maximum in-network out-of-pocket maximums ($5000/person, $10,000/family in 2004). These amounts will be indexed annually according to increases in health care inflation. Preventive care may be paid before the deductible, and any other health insurance coverage, with specified exceptions, will disqualify the HDHP from providing HSA eligibility. Persons enrolled in a HDHP may contribute to an HSA, with those enrollee contributions tax deductible above the line, and contributions may be direct deposited by the employee or made pre-tax through a flexible benefits plan. The maximum annual contribution to the HSA is the lesser of the HDHP deductible or an indexed contribution maximum ($2600/person, $5150/family in 2004), with an exception for persons age 55 through 64—persons in this age range may in 2005 contribute $600 more than the maximum, and this amount increases by $100/year until it reaches $1000 in 2009. HSA balances may be carried forward from year to year, interest earnings inside the HSA are tax-free, and HSA funds may be used for any tax-qualified medical expenses (QME) for self, spouse, and dependents, not just services covered by the HDHP.


It was proposed to offer a HDHP/HSA option this fall, by converting the Economy option to a qualified HDHP, with the availability of a HSA to all participants who elect this option during the October enrollment period. This product will be referred to as the “Savings” option. With Blue Cross and Blue Shield of South Carolina (BCBSSC) as the HDHP third-party administrator, claims adjudication, utilization management, and provider contracting would operate in the same manner as at present. The same State Health Plan provider networks would be in force for HDHP/HSA enrollees. Prescription drugs would be integrated into the Savings option. Participants would pay 100% of the allowable cost at the point of sale, and the Plan’s pharmacy benefits contractor would transmit claims data electronically to BCBSSC, which would apply deductible credit or send a check to the participant if that person has reached payment status. Per occurrence deductibles in force in the Plan for emergency room, outpatient hospital, and professional office services are not consistent with the federal rule establishing a maximum annual out-of-pocket expense in the HDHP and, as such, per occurrence deductibles would not be a part of the Savings option. To enable a family to contribute the maximum amount to the HSA, all participants on a family contract would have to meet the family deductible (not an embedded individual deductible) for benefits to be payable.


Recommended benefits and enrollee contribution rates for the Savings option are included in Attachment 1 of the materials for this agenda item.

2.  Benefit and Subscriber Contribution Changes  Section 1-11-710 (A)(2) of the South Carolina Code of Laws requires that the Board approve by August 15 State Health Plan benefits and contributions for the upcoming calendar year. In formulating recommendations for the Board to consider, this office considered discussions with representatives of major constituent associations, Board member staff, Plan actuaries, key Plan contractors, and again reviewed the final report of the State Health Plan Financial Advisory Committee, established by proviso in the FY 2003 Appropriation Act, and mandated for review again in this year’s Act.


The recommendations, which were detailed on Attachment 2 for this item, along with the funded increase in the employer contributions achieve the necessary impact on the Plan (the equivalent of $38.80/subscriber/month) by increasing subscriber rates per month an average of $23.60 effective January 1, 2005, and making Plan changes to become effective January 1, 2005, to save an estimated $15.20 in claim cost per subscriber per month. 


The structure of the proposed contribution increase ($16.36/month for Enrollee Only coverage, $32.72 for Enrollee/Spouse coverage, $24.54 for Enrollee/Children coverage, and $40.90/month for Full Family coverage) is closely proportionate to relative claims experience between participant types. At present, 55% of Plan subscribers have Enrollee Only coverage, 16% have Enrollee/Spouse coverage, 15% have Enrollee/Children coverage, and 14% have Full Family coverage.


These proposed contributions were shown in Attachment 3 for this item.

Rob Tester, Employee Insurance Program Director, appeared before the Board on this item. 

Mr. Fusco noted that Board staff had worked with Governor Sanford, his staff, and other concerned parties to come up with the high deductible health plan as an alternative and that the staff is putting some proposals on the table for changes to the standard plan.  Mr. Harrell commended Mr. Tester and his staff for the work they did in putting the proposal together.


Mr. Eckstrom asked whether, in terms of plan administration, would it work to let the plan participants select the level of their deductibles and have the $5.80 difference in cost passed along to the participants based on what they choose.  Mr. Tester said that he did not think that such a plan could be administered with three different options for deductibles.  He said that such a set up would present a selection issue and an administration issue for multiple plans.


Mr. Eckstrom asked what percentage of the subscriber base would choose the high deductible and whether the 6% use rate of the economy plan was used for the high deductible plan.  Mr. Tester said he thought there would be an increase of 5% to 10%.  He noted that in the HDHP the plan’s income would be 23% less than the standard plan.  He said that if 10% of people choose the HDHP the State needs the same 2.3% in claims to match the 23% cut in income.  He said he thinks that is achievable because the HSA function would get a different calculation mix than a low cost-high deductible without HSA ability.  He noted that the HSA provides retirees or pre-medicare retirees the opportunity to save on a tax free basis for medical expenses and carry forward existing balances from year to year.  He said offering this low cost alternative would bring people into the system that have left.


Mr. Eckstrom asked whether one would be able to earn some return on the amount that is put into the account.  Mr. Tester said that interest would be earned on the account.  He said that it is similar to an IRA.


Mr. Eckstrom asked who administers the account.  Mr. Tester said if account goes through the flexible benefits administrator it would be with a trustee selected by the flex administrator and would have to be a financial institution.  He said if one does not go through money plus and one gets to make direct deposit, the institution can be at the employee’s choosing.


Sam Griswold made comments on behalf of the State Employee Retirement Association.  He commented those who would opt for the HDHP are those who are not expecting large medical expenses in the next 12 months.  He said if that is the case those who choose the HDHP will be charged less and will not be contributing to the pool that normally goes to pay the cost of health care.  He said the possibility exists for this to increase at a faster rate for retirees and employees who are in the regular system.  Governor Sanford said that a recent Rand study that looks at adverse selections found that people going on the HSA system had a higher average spending than those who went for traditional fee for service.


Mr. Griswold noted that for retirees the increases in insurance during that last several years has put them in the position of taking home less money than they were taking home several years ago.  He said that he wanted the Board to know that those increases have hurt and that whatever action the Board takes does not exacerbate the problem.  Governor Sanford said that was a very legitimate point and that was why he proposed an additional $25 million dollars in the budget.  Mr. Harrell commented that the General Assembly had a choice of using recurring or non-recurring money and they chose to use $13 million in recurring money rather than the $25 million in non-recurring money Governor Sanford proposed.  He said the General Assembly also put in $54 million for state employees pay raises.  He said that the General Assembly put in a total of more than $67 million for employee pay raises and health insurance that was all recurring money.


Mr. Griswold stated that it has been the retirees’ position that they would not like to see the erosion of benefits because once they erode, one does not get them back.  He said the retirees’ official position is that they would rather see an increase in employee and retiree contributions rather than an adjustment downward of benefits.  Mr. Harrell stated he has come to the same conclusion as Mr. Griswold.  He said that he does not want to adopt an increase in the annual deductible or the co-pay.  However, he said he did not want to see the premiums go up, but that what he heard from state employees and retirees is that they would rather leave the benefits alone and have premiums increased.


Mr. Patterson said he wanted to make sure that the chiropractic coverage is maintained.  Mr. Tester said the standard plan offers no changes to chiropractic benefits, but under the savings plan, there is a limit of $500 per year.  Mr. Patterson said he wanted to make sure that a motion was made to leave chiropractic coverage at the present level.


After discussing the fact that gastric by-pass surgery was being eliminated from coverage, Mr. Harrell made a motion to delete the increase in the deductible and the co-pay from the standard plan and Senator Leatherman seconded the motion.  Governor Sanford asked would it be best to wait a month to explore other cost-saving options.  Mr. Fusco advised that the law requires that changes be made to the plan not later than August 15.  Senator Leatherman and Mr. Harrell stated if there are other thoughts relative to savings why were they not before the Board.  Senator Leatherman commented that none of the Board members wanted to increase premiums, but from what he has heard from employees and retirees they do not want to have some benefits taken away.  Mr. Fusco said a number of meetings have been held and a number of options were discussed with the Board members’ staffs.  He said the options presented to the Board are the ones staff thought would be most acceptable.


Mr. Tester briefly explained some of the other options that had been discussed by Board staff, but were not presented to the Board.


Mr. Eckstrom asked about the retrospective review and preauthorization as gate keeping functions for the use of chiropractic services.  Mr. Tester said that with preauthorization prior approval would be needed after a limited number of visits.  He said the retrospective review would not be a gate keeper, but a more aggressive review of services.  Upon further questions from Mr. Eckstrom, Mr. Tester stated that a chiropractor working for Blue Cross and Blue Shield’s subcontractor would conduct the review.


Mr. Harrell asked who would be responsible for payment if it is later determined that a member subscriber went to the chiropractor too many times and the money is owed back.  Mr. Tester said the money would come from the chiropractor if the chiropractor is in the provider network.


Mr. Patterson asked whether invitro fertilization is included in the plan.  Mr. Tester stated there are no changes of coverage for invitro fertilization in the standard plan, but in HDHP the drugs related to infertility are excluded from the plan.  He stated that professional services for infertility are still in the plan.


Mr. Fusco stated that all options were discussed with a stakeholder group that included retirees and different entities served by the plan.  He stated the input that was given to Mr. Tester from the stakeholder group was used to help develop the options that were presented to the Board.  Mr. Griswold pointed out the stakeholder group of retirees, state employees and school districts found that the options presented to the Board were the least objectionable.  A State Employee Association representative said their main concern is for those employees who make less than $30,000 and that no matter what happens the impact is going to be great for them.  He said that the recommendation from the Association is to increase the premiums and leave the deductible alone.


With regard the HDHP, Senator Harrell moved to delete the $500 cap on chiropractic services.  Mr. Patterson seconded the motion.  Governor Sanford said he objected because in the standard plan there is unlimited coverage for chiropractic services.  He stated that the objective of the HDHP is to lower to the maximum extent possible the out-of-pocket premium for those making lower incomes.


Senator Leatherman said that chiropractic is the only health care provider that has a cap put on it and he does not understand why that is the case.  Mr. Tester concurred that there was no cap on other professional providers.  Mr. Tester said the cap was put in because of the unusual or out of the ordinary cost for coverage.  He noted that the $500 cap is the norm of other plans in the State.  Senator Leatherman pointed out that this would mean saving money on the backs of people who need the coverage.  He said he would renew his motion at the appropriate time.  Mr. Harrell concurred with Senator Leatherman about not targeting one provider.


After further discussion, Senator Leatherman moved to renew his motion to delete the $500 limit on chiropractic services under HDHP.  Governor Sanford commented that he would ask Senator Leatherman not to do that because he would have to vote against the entire plan because there is a balance with the standard plan and the HDHP.  Mr. Harrell indicated that he intended to vote to leave the limit at $500 for chiropractic services.  Governor Sanford called for a second to Senator Leatherman’s motion and none was given.


Mr. Patterson motioned that coverage for infertility drugs be included as part of the modification to the HDHP.  Governor Sanford said that he is open to the amendment because it does not have the cost consequence that the chiropractic service has.  Mr. Tester noted that the cost was $0.35 on average.  Mr. Eckstrom said it is reasonable to fund the pharmaceutical side since the medical side is being funded.  Mr. Harrell seconded the motion made by Mr. Patterson.  The motion passed.


Upon a motion by Mr. Patterson, seconded by Mr. Harrell, the Board approved to become effective January 1, 2005, the conversion of the State Health Plan Economy option to a qualified High Deductible Health Plan, known as the State Health Plan Savings option, with plan design features and enrollee contributions as shown on Attachment 1; approved to become effective January 1, 2005, the Plan of Benefits changes and other actions in the State Health Plan Standard option as shown on Attachment 2 to achieve estimated annual savings of $10.1 million, or $4.25 per subscriber per month; and approved the increase in subscriber contribution rates in the State Health Plan Standard and Supplement options in the amounts of $23.96/month for Enrollee Only coverage, $47.92/month for Enrollee/Spouse coverage, $35.94/month for Enrollee/Children coverage, and $59.90/month for Full Family coverage effective January 1, 2005. (The average increase is $34.55/subscriber/month and will generate additional annual income of $81.7 million)  Senator Leatherman requested that a “no” vote be recorded on his behalf only as to the $500 limit for chiropractic benefits State Health Plan Savings Option.  Senator Leatherman voted no only against cap on the chiropractic services in the High Deductible Health Plan.  [Secretary’s Note:  Based upon his motion to remove the cap on chiropractic services, Senator Leatherman asked to be recorded as voting against that portion of the plan.]
Information relating to this matter has been retained in these files and is identified as Exhibit 2.
Executive Session


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

1.  Executive Director


Economic Development (2004 Ceiling Allocations)

2.  Office of General Counsel
Legal Advice (Contractual Matter)
Report on Matters Discussed in Executive Session 


Following the executive session, the meeting was opened, and the Board voted on the following items that had been discussed during executive session.  [Secretary’s Note:  Governor Sanford was not present during the discussion of executive session items.]
(a)
Executive Director:  Economic Development (2004 Ceiling Allocations) (Exec. #1)


Upon a motion by Mr. Harrell, seconded by Senator Leatherman, the Board, in accord with Code Section 1-11-500 et seq., granted the following tentative ceiling allocation from the state pool prior: 



State Education Assistance Authority, $100,000,000;

(b)
Office of General Counsel:  Contractual Matter (Executive Session #2)
Upon a motion by Mr. Eckstrom, seconded by Mr. Harrell, the Board approved the retainer of Young, Clement, Rivers, LLP, in regard to legal matters related to the mold remediation at the Governor’s Mansion.
State Budget and Control Board Meeting as Trustees for the South Carolina State Retirement

Systems

Adoption of Agenda


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

Executive Session


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

  1.  Retirement Systems Investment Panel
Clarification of Implementation Strategy of the Annual Investment Plan for Fiscal Year 2004-05
Report on Matters Discussed in Executive Session 


Following the executive session, the meeting was opened, and the Board voted on the following item that had been discussed during executive session.  [Secretary’s Note:  Governor Sanford was not present during the discussion of executive session items.]
(a)
Retirement Systems Investment Panel:  Clarification of Implementation Strategy of the Annual Investment Plan for Fiscal Year 2004-05 (Executive Session Item #1))
Upon a motion by Mr. Harrell, seconded by Mr. Eckstrom, the Board acting as Trustees for the State Retirement Systems, as a matter of clarification of its earlier action as an interim step in the ongoing transition to the Annual Investment Plan for FY 2004-2005, authorized the active large cap assets that are to be transitioned to implement the investment plan to be transitioned to the Passive Large Cap Fund until further recommendation of the Panel.

Adjournment

The meeting was adjourned at 5:45 p.m.

[Secretary's Note:  In compliance with Code Section 30-4-80, public notice of and the agenda for this meeting were posted on bulletin boards in the office of the Governor's Press Secretary and in the Press Room, near the Board Secretary's office in the Wade Hampton Building, and in the lobby of the Wade Hampton Office Building at 12:30 p.m. on Monday, July 12, 2004.]

