May 17, 2005
The Honorable David H. Wilkins, Speaker

South Carolina House of Representatives

508 Blatt Building

Columbia, South Carolina  29211

Dear Mr. Speaker and Members of the House:

I am returning H. 3717, R.74, the Fiscal Year 2005-2006 Capital Reserve Fund Appropriations Act, with the line-item vetoes detailed below.  Of the $99,356,026 devoted to capital reserve fund spending, I believe that there are a significant number of items of lower priority than replenishing trust and reserve funds.  In my view, the trust fund balance represents a considerable budgetary shortfall of over $400 million that must be repaid.  This outstanding balance is a visible reminder of prior year spending that exceeded corresponding revenue.  Basically, our government spent more than it took in, and we have an obligation to the taxpayers to repay what was borrowed.  
Trust and reserve funds are collected and used by the state for carrying out specific purposes and programs in accordance with the terms and conditions of a trust agreement or statute.  As a state, we chose to borrow from these restricted accounts to maintain program funding during the most recent economic downturn.  I believe, now that economic conditions have improved, we are compelled to replenish the amounts borrowed in tough times.  As an extension of that belief, we proposed in our Executive Budget that the Fiscal Discipline Act of 2004 be amended to limit the increase in recurring expenditures to 3 percent until all trust and reserve funds are repaid. 
I appreciate the commitment both bodies displayed towards fiscal responsibility by dedicating $117 million to these accounts; but I believe we can go further.  Although I would like to see the full balance of $438 million be repaid – particularly with $707 million in estimated new revenue headed for state coffers – I believe we must address approximately half of this amount by applying another $95 million to trust and reserve fund repayment.  In the eyes of taxpayers, a commitment to repay these past debts over the next two years will go a long way toward achieving the fiscal discipline we advanced just last year.  That discipline is especially important 

to putting our fiscal house in order before the next economic crisis – to do otherwise reveals that we’ve learned little as a state from our last crisis.
In the spirit of the Fiscal Discipline Act, I have set forth below the specific vetoes that, in the aggregate, eliminate spending of $25,608,000 in capital reserve funds.
Veto 1 
Section 1; page 1; Item 4(B); State Department of Education; Governor’s School 


for the Arts; Deferred Maintenance; $775,000.
Veto 2 
Section 1; page 1; Item 4(C); State Department of Education; Governor’s  School 


– Math and Science; Deferred Maintenance; $775,000.
Veto 3 
Section 1; page 2; Item 9; Board of Technical and Comprehensive 
Education; 


Orangeburg Technical College; $2,000,000.
Veto 4 
Section 1; page 2; Item 13; State Museum; Imagine Nation: Children’s Museum 


of the Upstate; $1,200,000.
Veto 5 
Section 1; page 2; Item 14(A); Department of Parks, Recreation &
Tourism; 


Charlestown Landing;
 $7,000,000.
Veto 6 
Section 1; page 2; Item 14(B); Department of Parks, Recreation &
Tourism; 


Reedy River-Bike and Walking Trail; $500,000.
Veto 7 
Section 1; page 2; Item 15; Department of Archives & History; Old Exchange 


Building; $850,000.
Veto 8 
Section 1; page 2; Item 19; Clemson-PSA; Baruch Institute; $5,000,000.
Veto 9 
Section 1; page 3; Item 29(A); University of South Carolina-Columbia; Gambrell 


Hall Repairs; $500,000.
Veto 10 
Section 1; page 3; Item 29(B); University of South Carolina-Columbia; West-


Campus Safety Improvements; $400,000.

Veto 11 
Section 1; page 3; Item 29(C); University of South Carolina-Columbia; Steamline 

Replacement-Repair; $500,000.
Veto 12 
Section 1; page 3; Item 30, State Board for Technical and Comprehensive 



Education; York-Technical College – Infrastructure Project; $522,000.
Although the items listed above may be worthy projects, I am vetoing them because of my strong belief that outstanding debts to trust and reserve funds must be satisfied before funding these new projects.  To be clear, while these items refer to specific projects, the vetoes are ultimately not about the merits of the individual projects.  Each veto is a means to an end – repaying half of the outstanding balance on trust funds. 
Veto 13 
Section 1; page 3; Item 28(A); Budget & Control Board; SCEIS; $5,500,000.
In our Executive Budget, we clearly indicated our concerns that the South Carolina Enterprise Information System (SCEIS) was too difficult and risky a project to undertake without a reformed structure for the CIO office.  It appears the General Assembly will not restructure the CIO office in a meaningful way in this session.  In addition, the Comptroller General’s office has learned that BearingPoint, the primary contractor for the SCEIS project, has filed documents with the Securities and Exchange Commission explaining that they are in serious financial difficulties because of problems implementing their own company’s enterprise information system.  While this project offers a potential of up to $120 million dollars in annual work process savings after five years of implementation, it also brings the potential for uncontrolled expansion, cost over-runs, and failure if it is not managed properly.  Given the risk inherent in this project, the lack of meaningful restructuring in the CIO office, and the financial problems at BearingPoint, we feel it would be imprudent to carry forward with this project in the coming year.  Therefore, I am vetoing this item.
Veto 14 
Section 1; page 2; Item 5(B); Department of Social Services; Greenville Urban 


League; $86,000.
I am vetoing this section because it is a special pass through item for the Greenville Urban League which has been appropriated a total of $104,389 in both H. 3717 (capital reserve fund appropriates $86,000) and H. 3716 (appropriates $18,389).  We do not believe we should single out one Urban League when numerous other non-profit organizations which support minority and disadvantaged communities do not receive any state funds.
For the reasons stated above, and pursuant to the authority granted to the governor by Article IV, Section 21 of the South Carolina Constitution, I am vetoing the specific sections and items of H. 3717, R. 74, the Fiscal Year 2005-2006 Capital Reserve Fund Appropriations Act, as indicated. I look forward to working together in a spirit of cooperation and mutual respect toward the goal of disciplined budgetary practices and cooperative service to the citizens of South Carolina.

Sincerely,

Mark Sanford
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