
~att of ~out1t <1taroliua

MARK SANFORD

GOVERNOR

Ql)ffict of t1JtC50UtroOf
POST OFFICE Box 12267

COLUMBIA 29211

May 24, 2006

The Honorable Andre Bauer
President of the Senate

State House, 1st Floor, East Wing
Columbia, South Carolina 29202

Mr. President and Members of the Senate:

I am hereby vetoing and returning without my approval S. 489, R-296.

S. 489 seeks to extend state health and dental insurance plan eligibility to employees of the
several non-state agencies, including the Children's Trust Fund, Federally Qualified Health
Centers, County First Steps Partnerships, and Palmetto Pride. While I respect the intentions of
the bill's sponsor, I am vetoing this bill because it unintentionally makes a bad fiscal problem
worse.

In 2005, the Budget and Control Board contracted with an outside accounting firm to conduct an
Actuarial Valuation of the liabilities associated with the state employee health plan. In February
2006, the actuaries reported that the State's unfunded liability for the future health benefits of
State Employees and School District Employees over the course of the next 30 years is more
than $9.2 billion.

The actuarial calculations were prepared to comply with the new accounting standards set by the
Governmental Accounting Standards Board (GASB), designed to more realistically account for
the costs of future benefits. Employees of state and local governments are compensated in a
variety of forms in exchange for their services. In addition to a salary, many employees earn
benefits over their years of service that will not be received until after their employment with the
government ends through retirement or other reason for separation. The most common type of
these postemployment benefits is a pension. "Other Postemployment Benefits" or "OPEB" are
postemployment benefits other thanpensions. OPEB often takes the form of health insurance
provided to eligible retirees, although it could also include some types of life insurance, legal
services, and other benefits.




