January 6, 2000

To the People of South Carolina:

I am pleased to present to you and the General Assembly my first Executive Budget, which builds upon the achievements of the last legislative session to further improve education and the quality of life in our state. My executive budget presents a comprehensive set of initiatives designed to emphasize our priorities and meet our state's most critical needs.

Education remains the top priority of my administration, and this commitment is reflected in my proposal. I have appropriated half of the increase in recurring funds, $221 million, to public education. This total includes direct appropriations to state educational agencies, as well as specific education expenditures at other agencies for debt service on school bonds, health insurance, and technology. This is complemented with $26 million in one-time funding. 

This year's budget raises teacher salaries to $525 above the Southeastern average, a 5.3 percent increase. It also provides funding for professional development, recruitment and overall teacher quality.  My executive budget maintains our commitment to school safety officers in every high school, and provides middle schools with the funding and flexibility to hire more guidance counselors, safety officers, nurses or psychologists. My budget also provides assistance to schools for compliance with the Education Accountability Act requirements for revised assessment, teacher and principal specialists, and professional development. I have requested funds to make character education mandatory throughout South Carolina. 

Furthermore, I propose that we expand First Steps to School Readiness to provide for implementation grants for every county in South Carolina. My executive budget also addresses school transportation issues with funding for new buses and a 3 percent pay raise for school bus drivers. For higher education, I propose an increase of $24 million over current levels. This increase is allocated among performance funding, seed money to help win competitive research grants, equipment, and the creation of a statewide electronic library. 

Our continued emphasis on education will be supplemented with key initiatives for health, public safety, the environment, economic development and tax relief.  To accomplish these goals, our general fund appropriations will be supplemented by $186 million in recurring and non-recurring tobacco funds generated by the Master Settlement Agreement. My budget recommendation places this revenue in a separate fund and allocates it among priorities in health, economic development, and the tobacco-dependent community.  Specifically, I propose that 60 percent be used to fund health care initiatives, primarily for our seniors and children.  I recommend dedicating 20 percent to promote economic development throughout our state. As our neighboring tobacco-producing states have done, I propose we allocate 20 percent for tobacco farmers.  Our neighboring states of North Carolina and Virginia have made similar commitments to their tobacco-producing population.

My health care priorities are designed to improve the quality of life for vulnerable seniors and to ensure that children are healthy and ready to learn. These priorities are met with initiatives that will provide financial assistance to the elderly for prescription drugs, reduce waiting lists for home and community based services and implement universal hearing and lead poisoning screening for infants and children. We will reduce health disparities among South Carolinians by focusing on preventive care, including youth smoking prevention programs.  Additionally, I have maintained our Medicaid program at its current service levels.

The portion of the tobacco settlement funds designated for economic development will fund such ongoing projects as beach renourishment and the dredging of Charleston Harbor. This will also include competitive matching grants to fund the preservation of open space in our urban areas. My executive budget will also fund the creation of a technology seed capital fund to promote small business development and the construction of water and sewer infrastructure along the I-95 corridor. I also propose we adopt a 50 percent tax credit for contributions to encourage local community development.

In the area of public safety, my priorities include improving communications between emergency personnel, law enforcement, and coastal residents during hurricane evacuations and placing more highway patrol officers on our roads. I have also recommended continued funding for drug courts and improved customer service at the Department of Motor Vehicles.

My recommendations regarding tax relief include adopting a sales tax holiday whereby consumers can purchase clothing and back-to-school items free of state and local sales taxes. With regard to property taxes, I am recommending that the $20 million for car tax relief adopted in last year’s budget be dedicated to car owners age 65 and over.

My executive budget provides a responsible benefits package for state employees with increased pay, more affordable health insurance, 28-year retirement, a guaranteed cost-of-living adjustment for retirees, retention incentives for experienced employees, and matching savings. 

Furthermore, I propose that the birthday of Dr. Martin Luther King, Jr. be made an official state holiday. This state holiday would be consistent with similar observances in other states, as well as municipalities, counties and school districts within South Carolina.

I remain committed to meeting our priorities in state government within a framework of strict fiscal responsibility. This requires us to curb certain practices that have endangered fiscal discipline in previous years. The official revenue forecast for FY 2000-01 estimates some of the largest revenues ever projected in one budget cycle -- $434 million in recurring revenue and one-time funds of $318 million. However, our funding options were constrained by the amount of annualizations – items or commitments funded in the current year with one-time or partial year funding – and funding needed to maintain current programs due to inflation and client growth. 

In the FY 2000-01 budget, over 84 percent of the revenue -- $640 million -- was needed to maintain our existing commitments. The exceptional magnitude of these annualizations poses a unique challenge for this year's budget.  Although we cannot resolve this problem in one year, we can make a significant improvement on reducing the effect.  Our budget places as many of these items as possible in the recurring base and reduces the annualizations for next year by one-half.

I believe that my budget represents a continued emphasis on improving education in South Carolina, while at the same time addressing the comprehensive needs of our state in a manner that maintains fiscal responsibility. I welcome your support in achieving these worthy goals.

Sincerely,

Jim Hodges

Governor
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APPROPRIATION SUMMARIES

Public Education

Alternative Schools


I propose to fund the second year phase-in costs of the alternative schools initiative at $9.1 million.  A safe, disciplined environment must be in place for students to learn.  Those students who are unwilling or unable to function in such an environment must be placed elsewhere, for their benefit, as well as that of other students.

Average Teacher Salaries


I propose that we raise teacher salaries to $525 above the Southeastern average to $37,972, which is an increase of 5.3 percent in the state salary schedule.  This requires $32 million in EIA funds in addition to a portion of EFA funds.  As we ask more of teachers, we should provide commensurate benefits, one of which is pay. The current average teacher salary in South Carolina is $36,112, which was estimated to be $325 above the Southeastern average.  However, revised data indicate that other states’ salaries were raised more than expected and resulted in a higher than expected Southeastern average of $36,238.  To reach this goal, the average teacher salary would increase 5.3 percent, which is in addition to the step increase.

Base Student Cost/Education Finance Act


Under my proposal, the EFA Base Student Cost is increased by 3.9 percent to $2,012.  The cost of this increase and the related employer contributions is $61 million.

Character Education


I propose that $890,000 be used to implement a character education program in every school in South Carolina.  As we strive to improve student achievement, we must not neglect the development of a child’s character.  I am asking that all schools develop a character education program that would allow for summer teacher training and for mini-grants for program development.

Excellence in Middle Schools Initiative


I have appropriated $7.5 million to strengthen the middle school environment by allowing these schools to choose the method that best addresses their needs.  The middle grade years are crucial ones.  With the recommendation of the Middle Grades Task Force, South Carolina stands poised to assume the lead in strengthening the middle grades.  With this funding, schools will have the flexibility to add resource officers, guidance counselors, school nurses, or psychologists.

First Steps to School Readiness


I recommend increasing the First Step program by $10 million with the goal of awarding Level II grants to every county in South Carolina.  Sustained educational improvement requires that each child have a firm foundation.

The initial year of First Steps has gone well, with partnerships having been developed in each county.  Several Level II grants have been awarded and many more requests are being processed.  In addition, support from the private sector has been overwhelming as $5 million in charitable contributions have been received.  The additional funding is necessary to have a full program in effect in each county during the next fiscal year.

Governor’s Institute of Reading


My budget continues the $3 million appropriation for the Reading Institute and adds the goal of providing reading specialists to improve the reading curriculum in all our schools.

In-Service Days


By proviso, I request the addition of three in-service days for teachers, bringing the total teacher contract year to 193 days.  Plans for the use of these days will be at the discretion of the local school districts.  However, in the first year, I anticipate the additional time being used to ensure that the curriculum reflects current standards.  In addition, the three days are needed for teachers to meet with parents and develop individualized plans for students requiring such plans.

Intervention – At-Risk Districts


I propose that we spend $3 million to provide support to at-risk districts.  We should not wait until these districts become impaired before we react.

Principal and Teacher Specialists


My budget recommendation provides $6.4 million to meet the EAA requirement of providing principal and teacher specialists to impaired schools or schools identified as below average or unsatisfactory.  

Professional Development


I have allocated $7 million to promote professional development for our teachers. 

Revised Assessment


I have included $8.2 million to annualize the necessary funding for the revised assessment program to continue the full phase-in of the Educational Accountability Act requirements.

SAT Preparation


I recommend $1.4 million to better prepare our college-bound students to succeed on the SAT by funding several SAT improvement initiatives, including awarding bonuses to schools that show substantial improvement.

School Safety Officers


My budget annualizes $7 million for additional school safety officers in our junior high and high schools in our recurring budget.

Teacher Recruitment


I recommend $1.5 million to enhance our teacher recruitment efforts.  During this last school year, many classes were without certified teachers.  I am requesting funding for the “Call Me Mister” program, as well as funding to strengthen the Center for Teacher Recruitment.

Transportation – Driver Salaries,  Buses, Fuel, Parts


My budget funds a 3 percent pay raise for bus drivers with $1 million and adds $10 million to purchase new buses.

Higher Education

Competitive Grants


I propose spending $7.5 million for competitive research grants to further develop our research institutions.  This will help to attract advanced technology and other research grants.  Of this amount, $1 million is to promote technology for businesses.

Performance Funding


My budget recommendation grants $73 million for performance funding, which is $10 million above the current year’s level.

Technical Schools Equipment


I propose spending $7 million to upgrade equipment in our technical colleges.

Tuition Grants


My recommendation includes funding $1.3 million for tuition grants in recurring funds.

Health  

Early Childhood Health Screenings


My budget includes $2.8 million for two programs to continue our efforts to ensure that our children enter school healthy and ready to learn.  First, I recommend that we implement universal newborn hearing screenings to detect hearing loss in infants before six months of age. The chances of normal development in the areas of language, social and cognitive skills are much greater when hearing loss is detected early.  The sooner we identify hearing problems in children, the sooner they can be corrected at less cost in terms of dollars spent and in terms of nonproductive childhood development.  Secondly, I recommend that we implement a statewide primary prevention campaign for childhood lead poisoning and target a screening initiative for low income one and two year olds. We know that lead poisoning is entirely preventable and can be detected early by blood testing. We also know that children who are lead poisoned are those who are likely affected by poverty.  Furthermore, we know that lead poisoning is harmful to brain development and is associated with learning and behavior problems.  By making a small investment in our children now, we can prevent the need for intervention in the preschool years and special education once children are of school age.

Finally, my budget recommendations include $1 million to strengthen our state’s day care licensing and regulation requirements.

Home and Community Based Senior Services

My budget recommendations include $4.6 million to remove seniors from various waiting lists for services.  Our challenge is to help ensure a high quality of life for our growing senior population by providing services that will enable older persons to function independently as long as possible.  A concern consistently raised by seniors during our Fall 1999 Forums for seniors was their desire to live in their own homes and communities. Over 5,000 of South Carolina’s seniors have sought senior services from our government that will enable them to live at home and enjoy a better quality of life.  Unfortunately, these seniors have not been provided the appropriate services but are placed on waiting lists instead.


In addition, I have included $342,000 to strengthen our Ombudsman program by using community volunteers to assist in the coordination of appropriate care for seniors residing in nursing homes.  For those seniors whose physical conditions will not allow them to remain in their homes, institutional care is the more appropriate setting to receive such care.  South Carolina families need assurances that their loved ones are receiving proper care.

My objective is to ensure that appropriate services are available which help our elderly to have the security and independence they deserve.  Seniors deserve to age with dignity.

Medicaid


My budget fully maintains our current Medicaid program without reducing needed medical and drug services for our most vulnerable populations, particularly the elderly and low-income children.  I recommend $56 million to annualize non-recurring funding that has supported our Medicaid program over the past several years.  

Recently, our Medicaid program has experienced unanticipated growth in the numbers of children and low-income families receiving services through our Medicaid program.  In addition, increased utilization in services, especially pharmaceutical services, has resulted in unanticipated expenditures for the program for FY 1999-00.  Thus, I recommend $125 million to maintain Medicaid services for those populations of South Carolinians who meet current Medicaid eligibility criteria.

Prescription Drugs for Seniors


Our challenge is to help ensure a high quality of life for this growing population by providing services that will enable older persons to function as independently as possible for as long as possible.  During the course of last fall, we held senior forums throughout the state and the cost of prescription drugs was consistently one of the top concerns voiced by those who testified at these forums.  Because of the growing cost of prescription drugs, many low-income seniors have to choose between life-saving drugs and other basic essentials.

I recommend that we implement a Seniors Prescription Drug Program in South Carolina by committing $20 million of our annual tobacco settlement proceeds to fund this valuable program.  This program, with appropriate co-pays and deductibles, will provide unlimited drug coverage to South Carolina seniors 65 and over up to 200 percent of the federal poverty level.

The cost of prevention, by helping purchase needed heart medication and/or treatment for high blood pressure or diabetes, is much less than the cost of treating these diseases in a hospital and, just as importantly, averts the human suffering and loss of quality of life for our seniors.

Prevention and Health Improvement Fund


I recommend that funds resulting from the tobacco settlement be set aside annually to support preventive and long-term health initiatives that improve the overall health status of South Carolina’s children, seniors, and disparate health populations.  Expenditure of these funds will be directed by a board consisting of various agencies and interested parties.  The initial allocation to this fund totals $10 million.

Medical care in and of itself will not improve the health status of South Carolinians, but focusing on preventive measures will.  In 1998, South Carolina spent billions of dollars on health care and only a fraction on preventive measures.  We spend our limited health care dollars on treating illnesses, not preventing them.

South Carolina ranks 8th in the nation in the number of HIV/AIDS cases.  In 1997, we spent over $69 million on HIV/AIDS-related treatment services and drugs.  Estimates are that if we prevent just 10 cases of HIV, there would be potentially $100,000 in savings to the state per year.  Over 10 years, this equates to approximately $1 million in savings.

Diabetes is the 6th leading cause of death in South Carolina, with over 3,000 diabetes-related deaths occurring per year.  In addition, it is a leading cause of blindness among adults and also puts patients at risk for stroke, kidney disease, amputations, and heart disease.

By using tobacco settlement funds, we can shift the paradigm and focus on preventing, instead of treating, illnesses such as HIV/AIDS and diabetes.  In shifting our focus to prevention, we not only prevent illness and poor health conditions, but we also lessen the future tax burden for taxpayers.

Youth Smoking Prevention and Cessation Programs


To stem the tide of youth tobacco use and to reduce the economic and human suffering, I recommend that $11 million of tobacco settlement funds be used to initiate comprehensive youth tobacco control strategies.  Such strategies must be statewide, yet community-based, and include various elements such as school programs, media programs, cessation programs, and rigorous enforcement.

While adult smoking has generally been declining in recent years, the number of children who are smoking has been increasing steadily throughout the 1990s.  Thirty eight percent of South Carolina’s high school students are current smokers.  It is estimated that 15,000 South Carolina youth begin smoking each year.  Also as alarming is the fact that youth who smoke are more likely to engage in other risky behaviors, including alcohol and drug use and practices related to sexual activity.

Public Safety and Law Enforcement

Drug Courts

My budget includes $2 million to maintain drug court operations in those areas losing federal grants and to begin expanding this program to other judicial circuits.

Adult and juvenile drug courts, funded by federal and other grant funds, are operating in several counties and judicial circuits across the state. Drug courts, like the one run by Judge Billy Keesley in Lexington County, have been extremely successful in breaking drug dependency habits of defendants and instilling personal responsibility. Unfortunately, grant money is running out in many programs. We cannot allow successful programs to die - there must be a state commitment to do what is necessary to continue existing programs and to implement similar programs in every judicial circuit in the state.

Highway Patrol Class

South Carolina highways are among the most deadly in the nation.  As the fatality rate, number of drivers, number of registered vehicles, and number of miles driven have dramatically increased over the last decade, the number of troopers on the road has decreased.  There are currently 930 Highway Patrol troopers.  Last year, we asked for, and the General Assembly approved, the addition of 50 new troopers to the ranks, above and beyond the number of troopers needed to keep up with attrition.  To keep our state's citizens and visitors safe, we must continue to increase the number of troopers patrolling our roads and highways.  Accordingly, I propose to add another class of 50 troopers during the next fiscal year, at a cost of $3.5 million.

Hurricane Evacuation Improvements

Having adequate human and equipment resources and a reliable communications system are essential to implementation of a successful coastal evacuation in anticipation of an impending natural disaster.  Public safety officials must be able to talk to one another and share information with the public that will aid in hurricane preparation and travel.  In response to the recommendations contained in the Ravenel Report and in considering other ways to improve hurricane preparedness and response operations, I propose swift action to address our emergency inadequacies in those areas by immediately appropriating $5 million in a supplemental act for preparation improvements for the 2000 hurricane season.  


The first step in improving communications must be to expand coverage of a state public safety communications system.  Right now, public safety radio systems are fragmented, with limited interoperability.  To enable law enforcement and emergency personnel to communicate and coordinate with one another more effectively, state, local, and federal agencies must have a common radio system to talk directly with one another.  The ultimate goal is statewide coverage, but our immediate priority must be coverage of the coastal areas that would be subject to a mandatory evacuation order.  Approximately $3 million is needed to place all emergency preparedness officials and law enforcement personnel who are stationed along the coast on one communications network.  Officials in these areas could communicate with each other and with officials in Columbia to better coordinate and assess hurricane evacuations and other emergencies.


The remaining $2 million must be used to improve communications from state officials with the general public.  We must have a reliable and accurate means of informing the public of safe and efficient travel routes and methods.  I propose purchasing and utilizing at strategic sites along the affected areas portable variable message boards and portable highway advisory radios transmitting on AM radio signals to give motorists up-to-date travel information.  The message boards and radios can be programmed remotely and will be linked to regional Emergency Operation Centers and to the Traffic Czar and Governor's command center by computer and telephone hook-up.  The creation and utilization of an internet web site that will provide similar real time data and graphics to the public is also planned.  In addition, I recommend producing public service announcements for television and radio broadcast prior to hurricane arrival to give citizens and visitors information on storm precautions and evacuation methods and printing and distributing pamphlets showing evacuation routes and rest areas.

Juvenile Justice

I propose $7.5 million to be allocated to the Department of Juvenile Justice to address the requirements of a federal court order regarding overcrowding issues at various facilities.  These funds are needed to replace existing facilities and to provide operational support for the agency.

Motor Vehicle Customer Services

 
I have allocated $17.5 million to continue implementation of Project Phoenix with the Division of Motor Vehicles so our citizens may receive the quality and timely service they deserve when obtaining vehicle registration and driver license services.

The Division of Motor Vehicles probably holds the distinction of coming in contact with more state citizens on an annual basis than any other agency. Drivers, vehicle owners, and dealers deserve fast, reliable, and friendly service. To improve customer service and make business processes more efficient, DMV has embarked upon an innovative multi-year project that relies upon state-of-the-art computer technology, customer-oriented business practices, and employee re-training.  The contract calls for a payment of $13 million in the coming fiscal year for the purchase and installation of hardware and software. An additional $4.5 million is necessary to provide technical training, support, and maintenance for the new operation. When Project Phoenix is completed in the spring of 2001, South Carolina will have one of the best DMV operations in the country.

Natural Resources

Forest Inventory


I am allocating $500,000 to expedite a forest inventory study to ensure that we are managing our forest resources on a sustainable basis.

Open Space Competitive Matching Grants


This initiative provides one-time funding of $5 million for the establishment of an Open Space Matching Grant Program to encourage and assist local governments in preserving green space.  The Department of Parks, Recreation, and Tourism would administer these grants.  PRT, together with the Department of Natural Resources, other state agencies, local governments, and the private sector would develop criteria to be used in selecting recipients of the state funds, which would require a minimum of 50 percent match in local funds.

Economic Development

Charleston Harbor Dredging


My executive budget continues the Charleston Harbor dredging project with $14.7 million in anticipation of its completion in FY 2002-03.    

Community Development Initiative


Both urban and rural communities face critical problems resulting from the lack of economic prosperity and employment opportunities.  To address this need, I propose to spend $2 million per year for five years to fund the Community Economic Development Act.

Small Business-South Carolina Technology Capital Seed Fund

I propose that $500,000 of the tobacco funds be used to create a technology capital seed fund to assist small businesses in our state.


This initiative would foster the development of technology firms by producing seed capital for the commercialization of new products or technologies.  The fund would provide low interest start-up or growth loans to small technology-oriented South Carolina businesses that have a proven viable commercial technology.  A loan committee consisting of members of the Governor’s Technology Alliance, the South Carolina Manufacturing Extension Program, the Center for Manufacturing and Technology, Commerce, financial institutions, and the technology business community is responsible for evaluating business plans as to their potential for creating technology jobs in this state.  JEDA will administer these loans, and the Small Business Development Center will assist applicants in developing their plans.

Water and Sewer Infrastructure


My executive budget establishes a water and sewer division with the Department of Commerce to coordinate funding of water and sewer projects along the I-95 corridor.  This division may direct its portion of tobacco settlement funds to Santee-Cooper or other local governments to be used to service bonds, with top priority to be given to those tobacco-growing areas along the I-95 corridor.  The Budget and Control Board would provide staff support upon request for planning.  Santee-Cooper would provide staff support for engineering.

Employee Benefits

Martin Luther King Holiday


I propose that we adopt Martin Luther King’s Birthday as an official state holiday.  Our nation has recognized Dr. King’s birthday as an official holiday, and we are the only state that has not adopted this day.  In addition, 85 of our 86 school districts grant this holiday for students.

State Employee Pay Raise


My budget funds a 3 percent pay raise for state employees earning less than $30,000 and a 2 percent pay raise for those earning $30,000 and above.  The increase is effective October 1st at a cost of $29 million.

State Health Insurance Plan

The $71 million appropriated for this program is needed to fund the 10 percent rate increase that began in January of this year and another 20 percent rate increase in January of 2001.

In July of 1999, the Budget and Control Board was forced to raise health insurance premiums in order for the state health plan to meet rising health care costs.  The budget request for the year beginning January 2001 calls for an additional 27.5 percent increase, which was estimated to meet the expected rate of growth in claims and to restore the required reserve fund.  My budget recommendation is to fund the expected rate of increase and restore one-half of the reserve fund by the end of 2001. This is accomplished by funding a 20% rate increase with $32 million and allowing the Budget and Control Board to adjust deductibles or benefits.


Unfortunately, participants in the state health plan may not be able to escape the realities of rising health care costs.  While the state and other employers have covered the cost of the 10 percent rate increase for subscribers, plan participants may have to share in the 20 percent increase.  To offset this cost, I have proposed an extra 1 percent pay increase for employees making under $30,000, making their total pay increase 3 percent.


Participants in the state health plan have not experienced a rate increase since 1991.  Subscribers to health plans in other states and even our own HMO options have seen significant increases in their premiums during this time.  Depending on adjustments to deductibles or benefits, the increase in premiums is expected to average between $6 to $9 a month.  The new rate would still be significantly below the average in other states or our HMO average.

28-Year Retirement and Retention Incentive

Retirement benefits are also a priority in my budget.  My budget includes provisions to adopt the 28-year retirement plan, without penalty, for all plan participants and to guarantee a 1 percent cost-of-living adjustment for retirees.  In addition, I support the proposal introduced in the House that provides an incentive for experienced and talented employees to remain in our workforce for an additional five years.

Because all employees will not benefit from this retirement change I am supporting the proposal introduced in the House that provides an incentive for experienced and talented employees to remain in our workforce for an additional five years.  Under this option, an employee could return to work upon retirement and his or her retirement benefit would be held in an interest bearing trust account until the employee stops working.  On average, an employee’s account would accumulate to an amount greater than two and one-half times his or her salary.

401(k) Match


My budget annualizes the 401(k) match for employees so the program can become a recurring saving incentive and benefit for our employees at a cost of $7.2 million.

All Other Agencies

Comptroller General’s Accounting System


I propose that the Comptroller General’s request for a statewide accounting package to comply with GASB #34 be funded immediately at $2 million, with the balance to be funded by August of 2001.

Constitutional Reserve Funds


My budget funds the increase to the constitutional requirement amounts in the general reserve fund with $2.5 million and the capital reserve fund with $1.7 million.

Elections


My budget provides $3 million for the elections in 2000, which includes an increase of $5 for poll workers to $50.

FEMA Matching Grants


I have funded the required FEMA match for Hurricane Floyd costs at $9.9 million.

Local Government Fund


I propose we fund the Local Government Fund at the required formula at $10.3 million.

Technology Officer


I propose a new item of $500,000 for personnel and operating expenses for a Chief Technology Officer who will report to the Governor.  The primary responsibility for this office will be to assist the Governor and the General Assembly in studying, developing, and assessing public policy and legislation technology as it relates to state government.


Currently, the function of information technology planning and policy development is conducted by state agencies, the B&C Board Information Technology Management Office, the B&C Board Office of Research and Statistics, and the Governor’s Information Resources Council.  This position would coordinate and guide planning responsibilities among these groups and create a more centralized planning strategy for state government.  New funds of $500,000 will be used to cover personal services of approximately $200,000 (2 FTE’s) and operating expenses of $300,000.  The Governor is directed to appoint a Chief Technology Officer who serves at the pleasure of the Governor.  The key tasks of the CTO are to work with the business and legal community to revise the legal framework that will allow technology-intensive industry to flourish in our state and to work with all levels of the education community to advocate the enhancement of technology infrastructure, curriculum, and training resources and to promote our public/private collaborative to ensure that businesses have access to high-speed internet.

World War II Monument


I have allocated $250,000 as the initial step for establishing a World War II monument at the capitol to honor this generation of veterans who served our country abroad and at home.


South Carolina has a rich heritage of providing patriots who serve our country in time of war.  This is exemplified by the more than 200,000 South Carolinians who served the nation during World War II.  I am especially proud to be the son of one of these patriots.  Therefore, we should pay tribute to those servicemen and women by erecting a memorial recognizing their service and sacrifice.  I propose to establish a commission for this task with $250,000 as an initial contribution.  The commission would be assisted by the Office of Veterans Affairs and would be charged with commissioning a memorial and soliciting private contributions.

General Fund Revenues and Taxes

Revenues


The Board of Economic Advisors estimates that general fund revenues will grow $434 million next fiscal year.  One-time funding from the Capital Reserve Fund, FY 1998-99 cash surplus, and FY 1999-00 estimated surplus and lapse is estimated at $318 million.  In addition, South Carolina expects to receive $186 million under the Master Settlement Agreement from the tobacco industry lawsuit.  It should be noted that an additional $15 million in revenue growth was required to fund the property tax relief program from school operating taxes and the growth of the seniors homestead exemption reimbursement.

Property Tax Relief


My budget allocates $10 million to replace the non-recurring portion of the auto property tax relief provided in the current year’s budget.  However, I propose that the entire $20 million for property tax relief be given to car owners age 65 and over.

The $20 million appropriated under the current method provides all car owners with an average tax relief of less than $7.  More meaningful relief, totaling an average of $37 per vehicle, could be provided to our seniors by targeting this benefit for them.  Under this proposal, seniors would receive an exemption of approximately $1,300 off the value of their vehicle.  This funding would then be used to reimburse local governments for their loss in revenue.  If voters approve the constitutional amendment in November to lower the assessment ratio on motor vehicles, the value of the exemption would increase.

Sales Tax Holiday


My priority in this area is to provide South Carolinians with a Sales Tax Holiday.  Under this proposal, consumers are exempt from state and local sales taxes on clothing and back-to-school items purchased during a three-day weekend beginning on the first Friday in August.  While this proposal is designed to help families purchase needed clothes and supplies for the new school year, all individual taxpayers would benefit.  The Board of Economic Advisors estimates that the tax savings would be approximately $4.5 million.  Three other states, Florida, New York, and Texas offer similar tax-free shopping days.

Tobacco Funds


My budget recommends that funds received from the Master Settlement Agreement with the tobacco industry be placed in a separate account and used to fund health care initiatives, economic development, and revitalization of the tobacco farming community.  Specifically, the legislation divides the tobacco funds into three separate accounts with 60 percent of the revenue earmarked for the Healthy SC 2000 Fund, 20 percent for the Economic Development Fund, and 20 percent for the Tobacco Community Revitalization Fund.  The non-recurring portion of the Tobacco Community Revitalization Fund is capped at $15 million with the excess devoted to economic development.


Under the Master Settlement Agreement, South Carolina is expected to receive approximately $70 - $80 million annually.  These payments will be adjusted annually based upon changes in cigarette consumption and inflation.  For this budget cycle, South Carolina will receive $104 million during the current fiscal year and $81 million for FY 2000-01.  Under the formula, the Healthy SC 2000 Fund would receive $111 million, the Economic Development Fund would receive $43 million, and the Farming Community Fund would receive $31 million.


The Healthy SC 2000 Fund would fund several initiatives, the primary one being a prescription drug program for seniors.  Under this program, seniors aged 65 and over would be reimbursed for out-of-pocket prescription drug costs at an annual cost of $20 million.  
The Economic Development Fund would fund several key initiatives.  First, the Charleston Harbor dredging project would receive $12.5 million to complete its work.  The Coordinating Council would receive $4 million to supplement the $18 million it receives from the motor fuels tax.  The Open Space Matching Grant program would receive $5 million.  Development of small businesses would be supplemented by a $500,000 appropriation for programs administered by the Department of Commerce and the Small Business Development Authority.  Approximately $10 million would be used to create a new division under the Department of Commerce to fund water and sewer projects with the primary emphasis on tobacco-growing areas along the I-95 corridor.  This project would include a partnership with Santee-Cooper.


The Tobacco Community Fund would be used to reimburse tobacco producers and quota holders for their actual loss in quota below 1998 production levels less their payments from the Phase II settlement or other legal actions.  Phase II was the separate settlement that provided tobacco producers and quota holders payments for loss of production.  South Carolina tobacco producers and quota holders are expected to receive $360 million over 12 years.  Funds remaining after reimbursement to quota holders would be used to revitalize and diversify tobacco farming communities.  


Two of our neighboring tobacco-producing states have already dedicated their tobacco settlement revenue to similar programs.  North Carolina adopted legislation that directed 50 percent of their tobacco funds to providing economic impact assistance to economically affected or tobacco-dependent regions, 25 percent for the benefit of tobacco producers, allotment holders, and persons engaged in tobacco related business, and 25 percent for the benefit of health.  Virginia dedicated 50 percent of its tobacco settlement monies for tobacco farmers for their loss of quota and to promote economic development in tobacco-dependent communities and 10 percent for tobacco cessation.  Virginia has not decided how to spend the remaining 40 percent, but could likely include transportation issues.

APPROPRIATION DETAIL
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