FINANCE COMMITTEE MINUTES

August 5, 2011
Convened:
9:00 AM
Present:
Commissioner Heinemann and Commissioner Fronczak 

Absent:
Commissioner Olney

Also Present:
Commissioner Swift, Administrator Norman, Chief Deputy Clerk Lisa Metz,  Undersheriff Keith Eichler, Michael Plyley Corrections Officer, Treasurer Sandy Thatcher, Register of Deeds Nancy Hutchins, CEO Randy DeGroot, and CFO Steve Anderson of CHC 
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 and 2011 Budget Deficit Amendment, as presented.

Bills & Accounts
The Bills & Accounts were presented for review.  Administrator Norman highlighted specific invoices. The top five accounts were for Jail Operations-Board and Care-18%, 4H Educator Contract-11%, Building Maintenance and Repair-15%, Travel/Lodging-14%, and Conventions/Seminars-9% to total 67% of the 74 Invoices presented.  Committee recommends:

Motion by                           and seconded by                            that authorization is given to approve the Bills and Accounts in the amount of $193,461.75.

Budget Deficit Amendment

Administrator Norman explained a reduction of $20,541.00 in the General Fund Revenue due to the reallocation of Insurance Liability Funding.  Therefore, the General Fund Budget is being amended to show the decrease in revenue and the proposal to reduce the Contingencies Expense by the same amount.  This reduction is due to the allocation of more liability within the Sheriff Department.  In prior years more of the cost was allocated to all departments and the Special Funds experienced a greater allocation that would be paid back to the General Fund.  Committee recommends:
Motion by                           and seconded by                            that authorization be given to amend the General Fund Budget Revenues and Expenses by ($20,541.00) from $13,130,375.47 to $13,109,834.47.

Motion by                           and seconded by                            that authorization be given to amend the General Fund Insurance, Bonds & Fringes (#101-851) Revenue by decreasing line:  #101.851-696.0200 General Liability From 101 Revenue from $65,000.00 to $44,459.00 ($20,541), as presented. 

Motion by              and seconded by                           that authorization be given to amend the General Fund GSA Other Functions (#101-850) Expense by increasing line: #101.850-960.0000 Contingencies by $20,541.00 from $55,256.21 to $75,797.21   as presented.

2nd and 3rd Floor Building Renovation – Community Health Center
Chief Executive Officer, Randy DeGroot, presented a proposal from the Community Health Center to renovate the main patient tower (2nd and 3rd floors) at the Hospital.  The Bonding Authority would issue 20 year bonds and the Board of Commissioner approval is sought to move forward with the project.  The renovation is part of CHC’s Strategic Facility Planning and the total project cost is projected to be $6,139,730.  Mr. DeGroot reviewed the objectives associated with the project:

· increase patient privacy by optimizing access to private rooms

· reduce the risk of infection through state of the art air flow, in room hand washing sinks, and single occupancy

· enhance patient experience associated with room amenities and privacy

· healing environment with attention to staff work area and family area

· address competitive threat and meet present day patient expectations

· improve efficiency through specific design features and decentralized nursing stations

· replace fully depreciated facilities

The renovation will update and meet Americans with Disabilities Requirements and will be a significant upgrade to all mechanicals in the rooms and all bathrooms.
The Bonding Authority, John Axe, feels comfortable with what the Hospital is proposing.  Chief Financial Officer, Steve Anderson, said they are confident they have the ability to fund the project.  Also, with the addition of new physicians they feel the will meet the needs of patient expectations and see growth as a result.  They do not see any problems with the State authorizing the project.

Commissioner Heinemann asked if this will affect the mental health beds.  Mr. DeGroot said the mental health beds are located in a different building.  The long-term plans include the mental health beds and they would probably move to a different facility when they look at this area.  Commissioner Heinemann asked if the healthcare changes will require mental health to be combined with patient services.  Mr. DeGroot said he is not aware of any changes associated with the mental health sections.  Mr. Anderson said they are being careful not to absorb excessive debt and their plan is to clear up current debt before looking at new long term debt (not within the next three to five years).  The current debt is significantly under what percentage of debt other hospitals in the State have.  

Commissioner Heinemann asked what amount per dollar comes from Medicare ($.40), Medicaid ($.28), and Blue Cross/Blue Shield ($.40-$.50).  This is approximately 85 to 87% of the hospitals business.  It appears that the budget reform will hold our hospital budget neutral.

Commissioner Fronczak asked if they will be reducing the number of beds.  Mr. DeGroot said with the relicense they expect to lose 31 beds (118 down to 87).  Commissioner Fronczak asked if the private rooms will mean more expense to the patients.  Mr. DeGroot said it will not increase the cost to the patient.  She also asked if there will be any disruption to the services during the renovation.  The renovation will be done in three phases and with one of the phases there will be somewhat limited bed capacity.  It will be challenging when they will need to have inspections and meet code requirements before reopening the renovated sections.  
The architects have worked on hospitals and are aware of job specifics required with codes and making the project the lease disruptive as possible.  The bond for this project is for a 20 year period.  Commissioner Fronczak asked Treasurer Thatcher if she sees any concerns with the proposed project.  Treasurer Thatcher said she does not have any concerns.  Administrator Norman informed that a resolution authorizing the county to place a notice in the paper to enter into a contract with the building authority to refund existing bonds and issue new bonds will be the next step.  The board should have that for their August 23, 2011 meeting.  Committee recommends: 
Motion by                           and seconded by                          that authorization is given to move forward with the proposed 2nd and 3rd Floor Renovations at the Community Health Center. 
ITEMS FOR INFORMATION

Mid-Year Review 2011
Administrator Norman presented the following slides to show where the departments were with Revenues and Expenses.  
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Administrator Norman said that the Top 5 departments that make up 58% of the Expenses represent 14% of the departments.  The top five departments with the most expense are District Court, Prosecutor, Appropriations, Sheriff Department and Jail Operations.  The top five departments making up 92% of the Revenues are Treasurer, District Court, Sheriff Department, Jail Operations and Register of Deeds.  It was noted the taxable value has dropped so the overall tax base will be less (less revenue from taxes). 
The deadline is today for the submission of the 2012 Budget.  There have been concerns this week with the 2012 Budget and the following outlines the steps taken to answer/address the concerns:

We were notified that the Sheriff Department is informing townships (Aug. 1, 2011) that there will be departmental cuts, reduction in staff and services in the amount of approximately $800,000.00 - $900,000.00.  This information paper is intended to clarify some of this information regarding citizens concern about public safety reductions and other actions that have taken place since this time.

1. This is the initial process with the budget; we will not approve the budget until December, 2011.

2. We expect changes and amendments between now and December, 2011.

3. Currently we are not looking at introducing millages, hence the need to reduce.

4. Public Safety in Branch County consists of approximately 38% of the total budget, while in other counties (e.g., Hillsdale) public safety consists of 27% of the total budget, in Barry County public safety consists of 34% of the budget.  The average of the two counties is 30.5%.  Commissioner Heinemann asked the amount that Public Safety is in Cass County.  That amount is 40%.  The average of the three counties is 33%.
5. The 2012 budget will bring Public Safety to approximately 35% of the budget.

6. Approximately 40% of these reductions are attributed to pension true-up amounts.  Much like the 401K that individuals own, these accounts have experienced reductions that must be adjusted.

7. On August 3, 2011, several deputies attended the P3 Committee meeting.  Also on that day, the County Administration was contacted by Channel 3 News requesting an interview and information concerning Sheriff Department employee lay-offs.  Channel 3 informed that they had received several calls from citizens and employees who informed them that the County Commission had made the decision to lay off numerous Sheriff Department employees by the end of August, 2011.  

8. Administration conducted the interview and informed Channel 3 News that the Commission had not made a decision to lay off Sheriff Department employees by the end of August, 2011.  In fact, there had not been any discussion by Administration or the Commission to lay off employees by the end of August, 2011.  Administration explained the budget process explaining that this was our first year to introduce the rolling two-year budget with 2012 approved and the plan for 2013 approved.  Channel 3 was informed to contact the Sheriff Department about any decisions to lay off their personnel by the end of August, 2011.

9. Other department officials voiced concern that their department employees had been informed that an Animal Control department employee was the first in a line of lay-offs.  The Sheriff Department was targeted for the end of August, 2011 and other reductions were eminent in other departments throughout the county.

10. Administration distributed an email message to Department Officials assuring that there was no a decision made to lay off personnel by the end of August, 2011.

The Committee had several questions:

Are there any other big or looming bills or expenses we may be unaware about.  No.  We have been frugal with Contingencies and Capital Outlay and hope to maintain these funds so we should be fine.  However, our retirement contributions could be a significant amount.
What is the current status with the John Hancock pension fund?  Mr. Norman said he received an update late yesterday and the initial amount for all funds is approximately $4 million.  This would require all entities in the program to pay into this amount and Mr. Norman said he would estimate the cost for the County’s portion to be somewhere between $400,000 and $1.6 million.  
When will we know for sure and what are the next steps?  Administrator Norman said his goal is to have information for the next Finance Committee.  He does not know what he will recommend as far as funding for the County’s portion.  The Committee discussed liquidation of certain stocks into the IPG fund.  Administrator Norman said as of 7:00 PM on Thursday, August 4th there was $807,322.00 in the stock funds. 
What happens with the people who have been waiting for the pensions to begin?  Administrator Norman said this is a concern and he is looking at a bridge to help with those who are eligible and they will be paid retroactive back to the retirement date.  

What about the transition from one Pension fund to another?  Administrator Norman said he needs to discuss the options further with the other entities but overall it looks like there would be a cost savings to switch plans.  We want to make certain we are comparing apples-to-apples.  Do we have enough in our budget to cover the pension losses?  Administrator Norman said we do have enough funds, it is just a matter of where to take these funds and the impact it will have.
At the township meetings have there been questions about whether unions had approached the county offering to help with these funds.  Administrator Norman said that he has not been approached by unions in this aspect.  He has been approached that unions scheduled for negotiation want to begin.

To be clear, was a position eliminated in the Animal Control Department?  Undersheriff Eichler said it is his understanding from the Sheriff that a position was eliminated from Animal Control.  

Commissioner Swift said he wants to be clear it was the Sheriff who eliminated the position, not the Board of Commissioners.  There is now one Full Time Employee at the Animal Control and one shared Clerical position.  

There was a general discussion about issues concerning budgets, taxes, and crisis cities, counties and other municipalities are facing.  The Committee said they feel it is important the departments make recommendations for cuts (whether it be in services, equipment, supplies, staff, etc.).  What if the departments do not make recommended cuts?  Administrator Norman said he would bring the information back to the Board of Commissioners.  
Appropriations make up approximately 10% of our budget.  There was a general discussion about the District Health Appropriation.

What if a major unexpected issue or cost arises?  Administrator Norman said a more catastrophic cost would require use of fund balance or other portions of certain line items.  If this were to occur causing increased costs in a specific year, then we would have to adjust in subsequent years to compensate for the expenditure.  

Items for the next Finance Committee meeting scheduled for Friday, August 19th, include:

· Bills and Accounts

· 2010 Budget Deficit Corrections
· Retirement Fund Issues Update
Adjourned:
10:19 AM
Submitted by:
Commissioner Heinemann

Commissioner Fronczak
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