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MINUTES OF BUDGET AND CONTROL BOARD MEETING

AUGUST 1 0 , 1979

POLL

S ta t e  P e r s o n n e l  D i v i s i o n  D i r e c t o r  J a c k  S . M u l l in s

a d v is e d  t h a t ,  on  t h i s  d a t e ,  he p o l l e d  th e  f o l l o w in g  B u d g et and

C o n tro l  B oard  m em bers on th e  i te m  o f  b u s i n e s s  d e s c r i b e d  b e lo w :

G o v e rn o r R ic h a rd  W. R i le y  ( th ro u g h  
E x e c u t iv e  A s s i s t a n t  C la r k e )

M r. G rady  L. P a t t e r s o n ,  J r .
M r. E a r le  E. M o r r i s ,  J r .
S e n a to r  R em bert C. D e n n is  
R e p r e s e n t a t i v e  Tom G. Mangum

HEALTH INSURANCE CONTRACT -  INCORRECT PROVISO -  D r.

M u l l in s  a d v is e d  t h a t ,  s i n c e  J u ly  1 , 1 9 7 9 , an  i n c o r r e c t  p r o v i s o

h a s  e x i s t e d  i n  th e  S t a t e ’ s c o n t r a c t  w i th  B lu e  C ro s s  an d  B lue

S h ie l d .  The s i t u a t i o n ,  a s  e x p la in e d  in  an A u g u st 6 , 1979 l e t t e r  

from  B lu e  C ro s s /B lu e  S h ie ld  P r e s i d e n t  J o s e p h  F . S u l l i v a n  to

D r. M u l l in s ,  i n v o lv e s  th e  c o n t r a c t  p r o v i s i o n s  r e l a t i n g  to  th e

m anner i n  w h ich  i n t e r e s t  w ou ld  be e a rn e d  on th e  s u r p l u s  b a la n c e

in  th e  F und . As P r e s i d e n t  S u l l i v a n  o u t l i n e d  th e  m a t t e r ,  th e

p e r t i n e n t  la n g u a g e  in v o lv e d  was a s  f o l lo w s :  "E ach  m onth th e  

Fund w i l l  e a rn  i n t e r e s t  and  su ch  i n t e r e s t  w i l l  b e  com pu ted  on

th e  b a s i s  o f  s i x t y - f i v e  (6 5 ) p e r c e n t  o f  any  s u r p l u s  b a la n c e  

o f  t h e  Fund a t  th e  en d  o f  t h e  p r e c e d in g  F in a l  A c c o u n t in g ,  a t  

th e  a v e r a g e  t h i r t y  (3 0 )  day  U. S . T re a s u ry  B i l l  R a te  f o r  th e  

p r e v io u s  e i g h t  (8 )  w e e k s , a s  f u r n i s h e d  by t h e  U. S . F e d e r a l  

R e se rv e  Bank a s  o f  th e  end  o f  e a c h  m o n th ."  (e m p h a s is  a d d e d )

P r e s i d e n t  S u l l i v a n  a l s o  p o i n t s  o u t  t h a t  b o th  s i d e s  w ere  u n aw are

t h a t  th e  U. S. F e d e r a l  R e se rv e  Bank d id  n o t  p u b l i s h  a  t h i r t y  (3 0 )  d ay
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T r e a s u r y  B i l l  R a te  upon w h ich  i n t e r e s t  e a rn e d  by t h e  Fund c o u ld  be

c a l c u l a t e d .  He f u r t h e r  s u g g e s te d  t h a t  th e  c r e d i t i n g  o f  i n t e r e s t  

be d e te r m in e d  on th e  b a s i s  o f  th e  n i n e t y  day U. S . T re a s u ry

B i l l  R a te .

D r. M u l l in s  a d v i s e d  t h a t ,  a f t e r  d i s c u s s i n g  th e  m a t t e r  

w i th  Mr. P a t t e r s o n  who e x p r e s s e d  th e  v ie w  t h a t  c r e d i t i n g  i n t e r e s t  

on th e  b a s i s  o f  t h e  n i n e t y  d a y  U. S . T r e a s u r y  B i l l  r a t e  w ould  be 

a r e a s o n a b le  and p r o p e r  a p p r o a c h ,  th e  B oard  m em bers p o l l e d  u n a n im o u s ly

a g re e d  t o  th e  ch a n g e  recom m ended a n d  a u t h o r i z e d  h im  to  e x e c u te  

a l e t t e r  a g re e m e n t w ith  B lue C ro s s /B lu e  S h ie ld  c o r r e c t i n g  t h i s  

p r o v i s i o n .

I n f o r m a t io n  r e l a t i n g  to  t h i s  m a t t e r  h a s  b e e n  r e t a i n e d

in  t h e s e  f i l e s  and  i s  i d e n t i f i e d  a s  E x h ib i t  I .



Jack S. Mullins, Ph D. 
Director

State of South Carolina 
PERSONNEL DIVISION 

1205 Pendleton Street 
Columbia, South Carolina 29201

August 13, 1979

e x h i b i t
AUG 1 01979 NO. 0 1

S U T t  BUDCCT »  CONTROL BOARD

803-758-3334

Mr. William T. Putnam 
Executive D irecto r 
Budget and Control Board 
Post O ffice Box 12444 
Columbia, South Carolina 29211

Dear Mr. Putnam:

I t  recently came to our a tten tio n  tha t there has existed since July 1, 
1979, an incorrect proviso in our contract w ith Blue Cross and Blue Shield. 
The s itu a tio n  is explained in the enclosed copy of a le t te r  dated August 6, 
1979, from Joe Sullivan to me.

As is our practice concerning investment matters, I discussed th is  w ith 
Grady Patterson, who said tha t he th inks the c re d iting  of in te re s t on the 
basis o f the ninety day U. S. Treasury B i l l  rate would be a reasonable and 
proper approach. In order to resolve th is  issue qu ick ly , I polled the Board 
member on August 10, 1979, w ith K it ty  Clark voting fo r Governor R iley. The 
members unanimously agreed to the change and authorized me to execute the 
le tte r  agreement.

S incere ly,

Jack S. M ullins 
D irector

JSM/omc

Enclosure



Blue Cross 
Blue Shield
o* South Garokw

Columbia, S- C. 29219 
803/788 3860

A u g u s t 6 ,  1979

S . C. S t a t e  B u d g e t and  C o n t ro l  B oard  
c / o  J a c k  S . M u l l in s ,  P h d .
S t a t e  D i r e c t o r  o f  P e r s o n n e l  
S t a t e  P e r s o n n e l  D iv i s io n  
P o s t  O f f i c e  Box 5 0 3 6 7 , F iv e  P o in t s  
C o lu m b ia , S o u th  C a r o l in a  29250

D e a r J a c k :

T h is  i s  to  c o n f irm  t h e  a g re e m e n t t h a t  you m u tu a l ly  a r r i v e d  a t  in  y o u r  
m e e t in g  w i th  B i l l  S n e l l g r o v e  an d  Mac B oy le  o f  o u r  o f f i c e  and Hugh P enney  o f  
P r i c e  W a te rh o u se  & C o .,  I n c .  on T u e sd a y , J u l y  3 1 , 1979.

As you  know, we o r i g i n a l l y  s p e l l e d  o u t  th e  m an n er in  w h ich  i n t e r e s t  w ould 
be  e a rn e d  on t h e  s u r p l u s  b a l a n c e  i n  th e  Fund in  p a r a g r a p h  A, 1 o f  th e  
G e n e ra l  P r o v i s io n s  o f  th e  F i n a n c i a l  A greem en t to  S c h e d u le  A o f  th e  S t a t e  
G roup C o n t r a c t  a s  i t  becam e e f f e c t i v e  on J u l y  1, 1978 . The p e r t i n e n t  
la n g u a g e  h e r e  in v o lv e d  r e a d  a s  f o l lo w s :

"E ach  m onth  t h e  Fund w i l l  e a rn  i n t e r e s t  and su c h  i n t e r e s t  w i l l  be 
com puted  on t h e  b a s i s  o f  s i x t y - f i v e  (6 5 )  p e r c e n t  o f  any  s u r p lu s  
b a la n c e  o f  th e  Fund a t  th e  end o f  th e  p r e c e d in g  F i n a l  A c c o u n tin g , 
a t  th e  a v e r a g e  t h i r t y  (3 0 )  day U. S . T r e a s u r y  B i l l  R a te  f o r  th e  
p r e v io u s  e i g h t  (8 )  w e e k s , a s  f u r n is h e d  by t h e  U. S . F e d e r a l  R e se rv e  
Bank a s  o f  th e  end o f  e a c h  m onth , (e m p h a s is  ad d e d )

U n f o r t u n a t e l y ,  we w e re  b o th  u n aw are  t h a t  th e  U. S . F e d e r a l  R e se rv e  Bank d id  
n o t  p u b l i s h  a t h i r t y  (3 0 )  day  T r e a s u r y  B i l l  R a te  upon w h ich  we c o u ld  c a l c u l a t e  
i n t e r e s t  e a rn e d  by t h e  F u n d .

A num ber o f  t h e  l a r g e r  b a n k s  do c a l c u l a t e  t h e  y i e l d  f o r  t h i r t y  (3 0 ) day 
T r e a s u r y  B i l l  i n  t h e  s e c o n d a ry  m a rk e t .  H ow ever, we f i n d  t h a t  su ch  r a t e s  
v a r y  s i g n i f i c a n t l y  f o r  t h e  same in v e s tm e n t  p e r i o d .  The t h i r t y  (3 0 ) day 
r a t e s  c a l c u l a t e d  by B a n k e rs  T r u s t  o f  New Y ork and H a r r i s  Bank in  C h icag o  
w e re  exam ined  by us and fo u n d  t o  be a c t u a l l y  lo w e r th a n  t h e  n i n e t y  (9 0 ) day 
U. S . T r e a s u ry  B i l l  r a t e  t h a t  was r e g u l a r l y  p u b l i s h e d  by th e  U. S . F e d e r a l  
R e s e rv e  Bank a s  o f  t h e  c o n t r a c t  y e a r  ended  Ju n e  3 0 , 1979 .

T h u s ,  we c a l c u l a t e d  i n t e r e s t  f o r  th e  c o n t r a c t  y e a r  en d ed  Ju n e  3 0 , 1979 
b a s e d  on th e  r e g u l a r l y  p u b l i s h e d  n in e t y  (9 0 ) day U. S . T r e a s u r y  B i l l  r a t e  
an d  c r e d i t e d  t h e  sam e to  t h e  F u n d . S in c e  t h e  n i n e t y  (9 0 )  day r a t e  i s  s h o r t  
t e r m ,  r e g u l a r l y  p u b l i s h e d ,  and r e a d i l y  a v a i l a b l e  to  c a l c u l a t e  i n t e r e s t  on 
t h e  F und , we recom m end t h a t  we a g r e e  to  th e  u se  o f  su c h  n i n e t y  (9 0 ) day 
r a t e  f o r  a t  l e a s t  t h e  c o n t r a c t  y e a r s  ended  J u n e  3 0 , 1979 and Ju n e  3 0 , 1980.
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A u g u s t 6 ,  1979 
P ag e  Two

We, o f  c o u r s e ,  can  f o r m a l i z e  t h i s  l e t t e r  a g re e m e n t by t h e  a p p r o p r i a t e  
am endm ent o f  p ag e  1 o f  S c h e d u le  A. S uch  am endm ent w i l l  m e re ly  en co m p ass  
c h a n g in g  t h i r t y  (3 0 )  t o  n i n e t y  (9 0 )  i n  p a r a g r a p h  A, 1 o f  t h e  G e n e ra l  
P r o v i s i o n s  r e f e r r e d  t o  i n  t h e  f i r s t  p a r a g r a p h  o f  t h i s  l e t t e r .  We a r e  
a t t a c h i n g  p a g e  1 o f  S c h e d u le  A a s  i t  now e x i s t s  an d  i n c o r p o r a t i n g  su c h  p ag e  
h e r e i n  by r e f e r e n c e  so  t o  r e i n f o r c e  t h e  m u tu a l i n t e n t i o n s  e x p r e s s e d  i n  t h i s  
l e t t e r  a g r e e m e n t .

We w i l l  m u tu a l ly  w a iv e  th e  fo rm a l  am end ing  p r o c e d u r e  c a l l e d  f o r  i n  A r t i c l e  
X I , 1 o f  th e  S t a t e  G roup C o n t r a c t  in  o r d e r  t h a t  t h e  n i n e t y  (9 0 )  d ay  r a t e  
u s e d  i n  c a l c u l a t i n g  i n t e r e s t  from  J u ly  1 , 1978 th ro u g h  J u n e  3 0 ,  1979 ca n  be 
d u ly  r e c o g n iz e d  as  t h e  p r o p e r  b a s i s  upon w h ich  i n t e r e s t  w as e a rn e d  and 
c r e d i t e d  t o  t h e  Fund f o r  s u c h  p e r i o d .

To r e c a p i t u l a t e ,  we w ou ld  a g r e e  t o  th e  f o l lo w in g :

(1 )  T h a t i n t e r e s t  w ou ld  be c a l c u l a t e d  and c r e d i t e d  to  t h e  Fund b a s e d  on 
th e  n i n e t y  (9 0 )  U. S . T r e a s u r y  B i l l  r a t e  f o r  t h e  p r e v io u s  e i g h t  w eeks 
a s  p u b l i s h e d  by  t h e  U. S . F e d e r a l  R e s e rv e  Bank f o r  t h e  p e r io d  o f  
J u ly  1, 1978 th r o u g h  J u n e  3 0 , 1979; and

(2 )  T h a t i n t e r e s t  w o u ld  c o n t in u e  t o  be c a l c u l a t e d  on th e  same b a s i s  a s  (1 )  
a b o v e  th ro u g h  t h e  c o n t r a c t  y e a r  end  Ju n e  3 0 , 1980 ; an d

(3 )  T h a t we w i l l  amend p a r a g r a p h  A ,1 o f  th e  G e n e ra l  P r o v i s i o n s  o f  th e  
F i n a n c i a l  A g reem en t t o  S c h e d u le  A o f  th e  S t a t e  G roup C o n t r a c t  by 
c h a n g in g  t h i r t y  (3 0 )  to  n i n e t y  (9 0 )  to  c o n t r a c t u a l l y  f o r m a l i z e  t h i s  
u n d e r s t a n d i n g .

P l e a s e  s i g n  and  d a te  t h i s  l e t t e r  a s  i n d i c a t e d  b e lo w  and r e t u r n  th e  same to  
me. The a t t a c h e d  co p y  i s  f o r  y o u r  f i l e s .

T h a n k in g  y o u  a g a in  f o r  y o u r  k in d  c o o p e r a t i o n  i n  t h i s  m a t t e r ,  I am

Y ours v e r y  t r u l y ,

J o s e p h  F . S u l l i v a n  
P r e s i d e n t

AUG 1 5  1 9 7 9

BUDGET AND CONTROL BOARD 
OFFICE OF E X E C U T E  DIRECTOR

I h e r e b y  c o n c u r  w ith  t h e  a g re e m e n t e x p r e s s e d  i n  t h i s  l e t t e r  and  c o n f irm  
t h a t  1 am d u ly  a u t h o r i z e d  to  e x e c u t e  t h i s  l e t t e r  ag -eem en t on b e h a l f  o f  t h e  
S . C. S t a t e  B u d g e t an d  C o n t r o l  B o ard .

DATE
S .  C. STATE BUDGET 
AND CONTROL BOARD

BY

TITLE: S t a t e  D i r e c t o r  o f  P e r s o n n e l




