 FINANCE COMMITTEE MINUTES

November 4, 2011
Convened:
9:00 AM
Present:
Commissioner Olney, Commissioner Heinemann, and Commissioner Fronczak 

Also Present:
Commissioner Swift, Commissioner Vrablic, Clerk Teresa Kubasiak, Treasurer Sandy Thatcher, Sheriff Warren Canon, Register of Deeds Nancy Hutchins, IT Director Matt Fosdick, Friend of Court Toni McAlhany, Prosecutor Terri Norris and Administrator Bud Norman 
Committee approved the amended agenda to include the Retirement Incentive Plan.
ITEMS FOR ACTION

Motion by                           and seconded by                            that authorization is given to approve the following items by Consent Agenda; Bills & Accounts, Line Item Transfers for Prosecutor Overtime and a Capital Outlay purchase from Special Fund -- Register of Deeds Automation, General Fund Budget Amendments for Sheriff Department and Pension Obligations.
Bills & Accounts
The Bills & Accounts were presented for review.  Administrator Norman highlighted specific invoices. There were 93 Invoices presented.  Committee recommends:

Motion by                           and seconded by                            that authorization is given to approve the Bills and Accounts in the amount of $221,118.19.

Budget Amendment – Sheriff Department (General Fund)
Sheriff requested to increase the General Fund #101-301 Sheriff Department by $5,500.00 for the sale of automobiles and for use for Vehicle Repair.  Committee recommends:
Motion by                           and seconded by                            that authorization be given to amend the General Fund Budget Revenues and Expenses by $5,500.00 from $13,672,561.68 to $13,678,061.68.

______________________________________________________
Motion by                           and seconded by                            that authorization be given to amend the General Fund Sheriff Department (#101-301) Revenue by increasing line:  #101.301-646.0000 Sale of Scarp, Autos from $5,000.00 to $10,500.00, as presented. 

Motion by              and seconded by                           that authorization be given to amend the General Fund Sheriff Department (#101-301) Expense by increasing line: #101.301-932.0000 Vehicle Repair (Contracted) from $25,000.00 to $30,500.00, as presented.

Line Item Transfers
Prosecutor Terri Norris is requesting to transfer money within the Prosecutor’s (#101-229) General Salary line item to the Overtime line item ($8,000.00).  Register of Deeds Nancy Hutchins requests to transfer funds within the Special Fund #256—Automation Fund to cover the Capital Outlay purchase of a refurbished Microfilm Reader ($1,250.00).  Committee recommends:
Motion by                     and seconded by                           to approve the Line Item Transfers, as presented.

Pension Obligation Amendments (General and Special Funds)
Treasurer Sandy Thatcher prepared the transactions that are required to meet the true-up pension obligations for the Road Commissioner, County Departments and Sheriff Department.  Committee recommends:
Motion by                           and seconded by                            to transfer from Special Fund #516 Delinquent Tax Revolving Fund to cover current pension obligations and true-up amounts relating to Road Commission, as presented:

516.000-001.0000



$211,180.45

516.000-084.0000
$211,180.45

201.000-001.0000
$211,180.45

201.000-214.0000



$211,180.45

Motion by           and seconded by               to transfer from Special Fund #516 Delinquent Tax Revolving Fund to cover current pension obligations and true-up amounts relating to County and Sheriff, increasing revenue and expense by $289,061.63 from $1,046,147.21 to $1,335,208.84. Increase Revenue #516-905.401.000 Beginning Fund Balance by $289,061.63 from $565,227.21 to $854,288.84.  Increase Expense #516.905-999.0101 Transfer Out for Pension Obligation by $289,061.63 from $562,727.21 to $851,788.84, as presented:

Motion by       and seconded by           to amend the General Fund Budget by $289,061.63 from $13,678,061.68 to $13,967,123.31.  Increasing Revenue 101.851-699.0101 Transfer in for Pension Obligation by $289,061.63 from $562,727.21 to $851,788.84 and Increasing Expenditure 101.851-912.0000 Pension Revolving by $289,061.63 from $562,727.21 to $851,788.84

Building Authority – Resolutions
The Community Health Center presented a request for a remodeling project that required approval of refunding of the Branch County Building Authority for Series 2001 Bonds.  Committee recommends:

Motion by                       and seconded by                to authorize the Resolution to Approve Plans, Cost Estimate, Estimate of the Period of Usefulness, and Lease Contract and Authorizing Refunding of Branch County Building Authority, Building Authority Bonds, Series 2001, as presented.
The Building Authority is requesting the Board to Authorize the refunding of Building Authority Bonds.  Committee recommends:

Motion by                       and seconded by                to authorize the Resolution Authorizing Refunding of the Branch County Building Authority, Building Authority Bonds, Series 1998A, Building Authority Refunding Bonds, Series 2002 and Building Authority Bonds, Series 2002 and Approving the Undertaking to Provide Continuing Disclosure, as presented.
ITEMS FOR INFORMATION

Retirement Incentive Program

The Finance Committee had requested a Retirement Incentive Program for 2012.  Several Slides outlining the program was presented.  The same information was presented to the Personnel, Plans and Policy Committee yesterday and this Committee will also see cost estimates included with the program information.  The Finance Committee previously requested to review the option of a Retirement Incentive Program as an alternative to avert layoffs and balance the 2012 budget.  

SLIDE:
Retirement Incentive

Pull Strategy – Incentive


Push Strategy --- Layoff





- High end pay scale.



- Low end pay scale.

- Lower number of employees.

- Higher number of employees.

- Goodwill, incentive, higher morale.

- Loss job, lower morale.

- Financial gesture to retirees.


- Financial penalty.

- Interest, consideration.


- Fear of layoff.

SLIDE:
Retirement Incentive Options

Option #1




Option #2                                       




$1,000.00 x number of years of service
$500.00 x number of years of service

(maximum of $25,000.00)


(maximum of $10,000.00)

(payable January 2012)


(payable January 2012)







Insurance (Single) x 3 years (2012-2014)

SLIDE:
Parameters

· Sign contract that will not file for unemployment.

· Cannot be employed by the County for 12 months.

· Departments cannot replace personnel for 36 months.

· If a department falls below 66% staffing, internal transfer to that department from another department with staffing above 66%.

· Minimum number required to accept plan = 20 employees.

· Identified 39 eligible, 12 current retirement eligible, 5 can retire in 2012, others by 2019.

The Department Heads and Elected Officials have the greatest amount of concern about not being able to replace employees.  If we are unable to adhere to this parameter of not replacing employees for 36 months then we are erasing the savings and not accomplishing the goal of the program.  Also, this is a short time-line required to make a decision if we are going to implement by January, 2012.  It will probably take three weeks to create the necessary paperwork if a decision is made to go with this program, based on legal guidance.

SLIDE:
Staffing Comparison Assumptions

Pull Strategy – Incentive


Push Strategy --- Layoff





20 employees




28-30 + employees

82.4% Staffing Level



75.3% Maximum Staffing Level

SLIDE:
Cost comparison

Pull Strategy – Incentive


Push Strategy --- Layoff





Year 1

$560,000 (20 employees
$560,000 (28 employees – 75.3% Staffing Level)
Year 2

$  60,000    82.4% Staffing

Year 3

$  60,000    Level)



Cost Savings
Year 1

$   840,000.00

Year 2

$1,400,000.00

Year 3

$1,400,000.00

SLIDE:
Analysis of Cost Comparison

· Increase amount taken from Fund Balance in 2012 by ~$600,000.00
· Fund Balance at ~ 7% instead of ~12.5% in 2012.
· Fund Balance at ~ 10% - 15% by end of 2013/beginning of 2014.
· There will be an increased cost to the retirement fund.  This is not included in analysis as this will be a matter of timing, i.e., employees will retire earlier with a smaller annual retirement amount, yet receive benefits for a longer period of time.
SLIDE:
Analysis
PROS





CONS







-Normal service hours.


- Effect on millage?

-Lean machine.



- Service reduction.

-More with less.



- Something will suffer.

-Opportunity for employees.


- Lose valuable experience.

-Consolidation.



- Jack of all trades, master of none.

-Asking-Not telling.



- Survivor syndrome.
SLIDE:
Initial Analysis

This slide showed the departments and the number that could possibly retire from each department and what the remaining number would be and percent of personnel left in the department

SLIDE:
Matrix

This slide gave five options of: Layoffs, Retirement Incentive, Fund Balance, Delinquent Tax Revolving Fund, and Non-Mandated and ranked (1 to 5) each option in the category of: Service, Complexity, Risk ($), Future, Employee, Workload, Support.  

In Summary Administrator Norman advised not to take additional funds out of the Delinquent Tax Revolving Fund.  He said the departments are indicating the need to have the people replaced if a Retirement Incentive Program is offered.  This would run counter to the intent of the program.  The departments show more support for using the fund balance rather than lay-offs or a retirement incentive program.  Administrator Norman indicated to the Committee that he learned yesterday that the requirement for the retirement would be greater than expected at ~ $2.5 million.
Administrator Norman explained that to reduce the current deficit from ~$1.7 mil. we can take out costs and capital outlay to get the deficit down to approximately $1.2 mil.  If we use the fund balance and maintain the employee base we are looking at considerable complications in 2013.  Many of the departments are not in favor of the Retirement Incentive Program because it would require them to not replace employees.  Many of the departments are stating they cannot afford to lose one more person from their department.  

Treasurer Thatcher reminded the Committee we have taken $851,788.84 from the Delinquent Tax Revolving Fund to pay toward retirement this year.  

Commissioner Fronczak said with the retirement balloon that would be required she does not see how we could go forward with the Retirement Incentive Program.  Administrator Norman said he feels we are not able to afford the cost of the program as it is proposed based on the information received yesterday.  Commissioner Fronczak asked about the possibility of reducing the number of people who would be offered the program.  Administrator Norman said this is another possibility.  Commissioner Heinemann said if the Sheriff Department’s Road Patrol is reduced the District Court revenue and workload is reduced.  Administrator Norman said District Court acknowledged the corresponding link and revenue implications.

Administrator Norman said some departments have met in their core groups and come up with budget resolutions.  Some requested not to work as core groups and are working on budget reductions within their individual department.  Administrator Norman said we can go through 2012 and balance, but how much risk do you want to take?  Administrator Norman recommends that we do not take action on the Retirement Incentive Program for now as it is currently designed.  The consensus of the Committee is to wait until a later time and the possibility may be to look at a different option or wait until a decision has been made on the retirement fund plan.

Draft #4 – 2012 General Fund Budget
Administrator Norman presented slides as information relating to Draft #4 of the General Fund Budget.  Slides one through four have no modifications from the same slides presented for Drafts #1 to #3.  Slide five shows the status of where we are with Draft #4.  Expenditures are at $13.7 Mil and Revenues are at $12.0 Mil for a deficit of ($1.7 Mil).  Administrator Norman said some departments have submitted their reductions as a core budget and others have requested individual department budgets.  The core budget departments have submitted reductions totaling approximately $1.0 M.  There is currently approximately $2.3 Mil in the Fund Balance but a portion of this is ear-marked for the retirement true-up.  Administrator Norman asks the Committee what direction they would like him to take to balance the budget, for example continue with current direction, minimize and take risk in capital outlay and contingencies, take more from fund balance, retirement incentive, layoffs, avoid personnel reductions at all costs, etc.  What priorities do you want him to use and what do you want him to sacrifice?
Commissioner Olney said we hear the public outcry about eliminating Public Safety and he would rather see people wait in line at the Courthouse than suffer with reduced safety.  Commissioner Olney said people can say he makes this statement because of his background but he knows what the County can face with fewer officers; increased crime. 

Impacts:

· Routinely-when municipalities make cuts it is in capital outlay and infrastructure.  Sooner or later it catches up.
· The budget is based on what the departments have submitted.  The Administrator has not changed anything independently.  This is a collective endeavor and an estimate.  The estimate was within 2.5% for 2010.

· If we could find increases in revenue lines by $200,000 to $300,000 it would help take the deficit down, but this is a risk.

· Core Budgets – Sheriff Department submitted and showed the impact to be:

· 30% reduction in Road Patrol

· 21% reduction in Corrections

· 25% reduction in Administration

· 50% reduction in Animal Control

· 33% reduction in Courthouse Security

· Other impacts presented by Administrator Norman include: risk, low fund balance, little capital outlay and little contingencies.

Commissioner Fronczak voiced frustration that other core groups/departments have not come back and given us the impact to their budget.  She would like to see this information and detail.  Commissioner Heinemann said the Elected Officials feel they do not need to make changes and are able to keep their budgets intact.  

County Clerk, Teresa Kubasiak, said there are mandated deadlines.  There are more duties being given to the Clerk Office functions.  Also mailing detail to the State is increasing.  Their hands are tied to what else they can eliminate.  
Commissioner Swift said one of the “saviors” of the budget was to be the e-ticket program.  The implementation of this program was supposed to help reduce the workload and so far this has not happened.  If and when the program is up and running, will the District Court be able to cut down their budget?  

Treasurer Thatcher said years ago when there were budget issues they rolled all office hours back to 35 hours.  The perception is that some groups sacrifice and other groups do not.  Fair is not equal.  Some at 25% reduction vs. 2% reduction – is this the route to go?

Commissioner Fronczak asked if all of the core groups/departments meet the budget they were given, will we be at the amount we need to be balanced.  Administrator Norman said yes.

The consensus is to have the departments come back to us with the impact the budget they were given will have on their department.  We are not able to make a decision without knowing the impact.  Administrator Norman said he can go back to the core groups/departments with the request and give the Public Safety impact as an example.

Commissioner Heinemann said he feels the employees would be happier if we could look at reducing hours.  Commissioner Olney suggested we look at four day workweeks. Commissioner Swift asked why we are approving Overtime and why the Planning Commission request is still listed.  

Commissioner Heinemann asked if we are paying the Chief Assistants for the Furlough Days.  The answer is yes.  The elected Officials put the Chief Assistants on timesheets to be paid for Furlough Days.  Legal was consulted and we were advised they are assistants for co-employers and they can be paid if requested by the co-employer.  Commissioner Heinemann asked if this is reducing the amount we are saving on Furlough Days.  The answer is yes.  There are multiple layers and this is the way county government is structured.  The Elected Officials and Assistant Prosecutors and Chief Deputy Officers are not affected by Furlough Days and are paid.  It is difficult to apply things uniform across the departments.  

Pension Obligation Analysis

Administrator Norman presented a list of those agencies he has spoken with regarding a retirement program with the County.  He expects to hear back from the interested agencies by mid-month.  He initially spoke to approximately 15 agencies and some he did not hear back from and some who said they were not the right fit with our County.  Commissioner Swift asked about the meeting Administrator Norman held with Maple Lawn, the Road Commission and Community Health Center to discuss the pension plan.  Administrator Norman said this meeting was to discuss the October 30th true-up payment and they briefly discussed the agencies he was talking with and the comment made was they felt MERS and Vanguard were strong name brand companies to consider.  Commissioner Swift said the Personnel, Plans and Policy Committee had asked if it is wise to keep administering the Pension Plan for Maple Lawn, Road Commission and Community Health Center.  He wonders if this needs more exploration.  Commissioner Vrablic asked if we can really consider this since they are an entity of the county.  Administrator Norman cautioned against eliminating them from our Pension Plan since the amount of people helps leverage a discount (based on volume).
Administrator Norman said we did not prepare a Request for Proposal but sought initial responses to get an idea as quick as possible.
Commissioner Vrablic wondered if the Committee wanted to look at making a motion with regard to the Retirement Incentive Program as a follow-up to what the Personnel, Plans & Policy had made.  The Committee said they do not plan to make a motion to accept or reject the plan.  However, as the Committee suggested, they would look at a scaled back plan for the future.   The Finance Committee chose not to make a motion on the Retirement Incentive Program as proposed due to difficulties in funding and supporting.  The Committee asked the Administrator to analyze and make the following proposals at the next Finance Committee.
· A scaled back Retirement Incentive Program.

· Impact statements from departments.

· Alternative cost saving measures.

· Minimize the capital outlay and contingencies.

· Impact on Fund Balance reduction.
Items for the next Finance Committee meeting to be held on Friday, November 18 at 9:00 AM include:

· Bills and Accounts

· Draft #5 – 2012 General Fund Budget
· Proposed (Final) 2012 Special Fund Budget
· Proposed 2012 Capital Outlay Prioritization
· Pension Fund Transfer Analysis
Adjourned:
11:43 AM

Submitted by:
Commissioner Olney



Commissioner Heinemann

Commissioner Fronczak
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