FINANCE COMMITTEE MINUTES

December 9, 2011
Convened:
2:00 PM
Present:
Commissioner Olney, Commissioner Heinemann, and Commissioner Fronczak 

Also Present:
Commissioner Swift, Commissioner Vrablic, County Clerk Teresa Kubasiak, Treasurer Sandy Thatcher, Sheriff Warren Canon, Register of Deeds Nancy Hutchins, Friend of Court Toni McAlhany, Steve Todd District Health Director, Jody Connell Deputy Equalization Director, Roland Stoy Daily Reporter, Matt Fosdick IT Director, and Administrator Bud Norman 
Committee approved the agenda.
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 Other GSA Functions (Contingencies), Pension-True Up for the General Fund, and Special Fund Budget Amendment for Community Corrections.
Bills & Accounts
The Bills & Accounts were presented for review.  Administrator Norman highlighted specific invoices. There were 141 Invoices presented.  Committee recommends:

Motion by                           and seconded by                            that authorization is given to approve the Bills and Accounts in the amount of $203,837.96.

Line Item Transfers

Two line items transfers were presented for review.  The first was to correct the amount in Contingencies based on a previous budget amendment that incorrectly stated the amount in Contingencies.  The second is to allocate the Pension Fund True-Up to the General Fund Departments.  Committee recommends:
Motion by                     and seconded by                           to approve the Line Item Transfers, as presented.

Budget Amendment – Community Corrections (Special Fund)
Branch County Community Corrections Coordinator, Bethany Garman, requested to amend an increase the 2011 Community Corrections budget to reflect a Federal Grant that will be used to establish a GED Program in the Branch County Jail for inmates between the ages of 17 and 21.  Committee recommends:
Motion by                           and seconded by                            that authorization be given to amend the Special Fund Budget Revenues and Expenses by $13,397.00 from $47,884.34 to $61,281.34, as presented.

Proposed 2012 -- General Fund Budget

Administrator Norman presented a balanced 2012 General Fund Budget that is just shy of $13 million.  The 2012 Budget is approximately $750,000.00 less than the department proposed 2012 Budget.  For the past few years, departments have been able to keep expenditures at approximately 93% spent for the year.  Administrator Norman said the chances of this continuing for future budgets will be more difficult.  A total effort was made by all departments to get to this reduced budget for 2012.  There was a good effort with the core budgets but we are not where we could have been.  Departments were creative in their solutions for budget reductions.  

Administrator Norman explained the risk we will see in 2013 as a result of the proposed 2012 budget.  There will be more risk in 2012 because of the amount of Fund Balance used to balance the budget and expectations of less revenue.  We may not have funds to allocate to 2013 and do not expect we will have the ability to maintain the employee base in 2013 since we took more of the Fund Balance for the 2012 budget.  The cost in the budget is made up of 80-85% in employee wages and fringes, a common amount for counties.  

Insurance savings will help.  However, this has been a tough budget cycle and there will be greater more challenges in 2013.

The concerns with the 2012 budget cited by Administrator Norman include:

· Approximately $1 million from the Fund Balance – this puts us below the 10-15% threshold given to us by the auditors.

· Insurance savings will not be seen until mid-year 2012 to reduce the $1 million amount.

· Continuous budget monitoring.

· Strategic Planning in 2012-2013 (emphasis on prioritization so we know what to expect for 2013)

Commissioner Swift stated we are balancing the 2012 budget and created a $1.6 million deficit.  Administrator Norman said it is a concern because in order to maintain the employee base we need to rely on the Fund Balance.  In conversation with other counties from all over the State, Administrator Norman said the same message is conveyed.  There is more challenge to each department and service redesigns are necessary due to fewer people available to deliver the services.  Other counties have decreased their employee base in the last few years to deal with decreased revenues.  While we have make some reductions, they have been less than other counties have made, and this has caused us to rely on taking more out of fund balance.
State Revenue Sharing is included to balance the budget.  Commissioner Fronczak asked if the retirement incentive program is included in the budget.  Administrator Norman said no.  This is a concern that was addressed at the last board meeting, ensuring that the retirement plan was not included as part of the budget.  The retirement incentive is still open for approval/disapproval as a part of the 2012 budget plan.  Also, he stated it will be more difficult, but not impossible, to implement a retirement incentive program due to the amount used from the Fund Balance to balance the budget.  

Commissioner Swift asked how much will be left in the Fund Balance.  Administrator Norman said 6-7%.   Administrator Norman said there will be approximately $60,000 savings with the insurance Hard-Cap.  Commissioner Fronczak asked Administrator Norman what else we can do if we retain the employee base.  Administrator Norman cautioned that if we continue to maintain the employee base, there is little that we can do to save.  For example, in the 2012 budget the Sheriff has eliminated vehicle replacements and suspended the take home vehicle practice in an attempt to keep employees.  The board has asked to implement practices that avoid decreasing the employee base, but we are running out of options.  We have relied on insurance savings, but we cannot rely on this for 2013.  We have changed the benefits structure and have changed the new employee hiring rates. Attrition seems to be the challenge as we are replacing employees when they depart.  The departments say they are unable to deliver services with fewer employees.  There will be less flexibility and more risk because of the Delinquent Tax and Fund Balance that was used to balance this budget and assist in funding the pension.

Commissioner Fronczak said we have budgeted ourselves into a box and lay-offs will be certain for 2013.  Administrator Norman said we have used approximately $1.4 to $1.7 each year from Delinquent Taxes and Fund Balance to balance the budgets.  There is nothing left to reduce the budgets from other than vehicles and equipment and we are using that option this year.  It will be difficult to operate departments and provide services without these assets.
Administrator Norman said he will be providing quarterly updates in 2013 and anticipates he will not have the good news to share that he was able to provide during past budgets.  Appropriation lines were reduced further.  When reductions are made in staff, there is a risk for a corresponding revenue reduction.  District Health will be requesting to change the appropriation based on the current prison population.  The Staffing Plan does not include funding for replacement of a previous Level 8 position and a Chief Assistant Prosecutor in the Prosecutor’s office.  

Commissioner Heinemann asked how much revenue would be lost for each employee.  Administration Norman said he anticipates a 1 to 1 ratio would occur in rare instances.  Commissioner Vrablic asked how much unemployment expense there will be if we enter into lay-offs.  Administrator Norman said the associated expense with unemployment has historically been approximately $16,000 per employee.

Commissioner Fronczak asked how we are going to change the employee base to keep services.  Administrator Norman said it will be the responsibility of the departments to make this determination, not the Board of Commissioners.  The Board of Commissioners would set a budget amount and the departments would determine how to reduce, whether employee base or other.  (Example – Sheriff Department did not replace the Animal Control Deputy position.  In order to balance their budget, the Drain Department will take a couple of days off each month without pay and maintain services at the same time.)  Committee recommends:    

Motion by                and seconded by to approve the 2012 General Fund budget. 

District Health Department – County Appropriation

District Health Director, Steve Todd, presented a counter-proposal to the Committee that includes a reduction in the County population based on the reduction to the prison population over the past year.  This will change the current County Appropriation proposed, using the $5.15 per capita rate, by approximately $7,000.00.  Director Todd explained Public Health has made a mandate to go into the prisons and take care of health issues.  The inter-local agreement that was established includes a financial agreement that each county allocation is a pro-rata percentage.  The $5.15 per capita is the same for each county.  

Commissioner Swift asked how much it cost when District Health went into the prison for a health outbreak in 2009.  Director Todd said he did not estimate the cost.  Public Health was in and out of the prison responding to the outbreak over a two-week period and also responsible for the press releases.  

Commissioner Swift asked if the number of students at Hillsdale College (Hillsdale County) and Glen Oaks Community College (St. Joseph) are included in the per capita.  The Inter-Local Agreement was signed in 1998 and he does not know whether college population numbers were included, or estimated.  Director Todd said the federal census population is what is used and St. Joseph County has already approved their allocation based on 2010 census numbers and Hillsdale is expected to approve their County allocation at their Board Meeting on December 13th based on 2010 census numbers.  Director Todd said he feels this is a fair compromise and equitable rate among all counties.  

Commissioner Olney questions what other counties are doing in Michigan who lost prison population.  This may be something we can find out for the future.  Commissioner Olney said he proposed we allocate the counter-proposal that Director Todd is seeking.  Committee recommends:  
Motion by                           and seconded by                            that authorization is given for a County Appropriation to the District Health Department of $226,728.75.  

Commissioner Swift stated that he completely disagrees with the motion made by the Committee.  We are not funding a Planning Commission and the prison population is an unfunded mandate.  He does not like the way this has been played by the District Health Department.  It is difficult to agree when there are numerous budget issues.  He encouraged that a resolution could be based on a minimum mandate of $4.35 per capita, Branch County would go with a lower per capita if either St. Joseph or Hillsdale County changes the per capita.  In other words, whichever county has a lesser amount, which is not lower than $4.35, Branch County will follow.  
Commissioner Vrablic said the same motion will be read at the full Board Meeting on Tuesday and can be amended at that time.

ITEMS FOR INFORMATION

Commissioner Fronczak asked why the Special Funds were not included for review and approval today. Administrator Norman said they will be presented at the next Finance Meeting.  Commissioner Fronczak said there are costs associated with the Special Funds that are allocated from the General Fund.  There are Special Fund departments that are not balanced and we waited to present when they were balanced for the next meeting once the General Fund is approved. 
Items for the next Finance Committee meeting to be held on Tuesday, December 20 at 9:00 AM include:

· Bills and Accounts

· Line Item Transfers

· Proposed (Final) 2012 Special Fund Budget
· Proposed 2012 Capital Outlay Prioritization
OTHER

Administrator Norman asked to explain in more detail Commissioner Heinemann’s question with regard to lost revenue and employee ratio.  The Register of Deeds, District Court, Treasurer (taking in all revenue for the majority of the rest of the County—Taxes) and Animal Control all have close to a one to one ratio based on revenues taken in to support employees.  The largest generating revenue departments are:  Treasurer, District Court, Jail, Sheriff Department and Probate Court.  

Revenue streams expected in 2012 are a return of some funds due to the Hard-Cap for insurance.  Furlough Days allowed for a reduction in the cleaning contract.  Furlough days do not factor in cost savings, except for a reduction in the cleaning contract.  

Commissioner Fronczak asked how much cost would be associated per person with a retirement incentive.  Administrator Norman expects approximately $30,000.00 (including vacation payments).  

County Clerk Teresa Kubasiak voiced concerns the employee do not know how much the Hard Cap will cost them.  Administrator Norman said this information had sent out this information.  Clerk Kubasiak said she did not receive the information because she does not take insurance.  Assistant Prosecutor Chris Anderson said he did receive information that contained the rates.  However, he is concerned there will be an additional amount taken in January.  

Adjourned:
3:37 PM

Submitted by:
Commissioner Olney
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