FINANCE COMMITTEE MINUTES

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

Also Present:
Commissioner Swift, Chief Deputy Clerk Lisa Metz, Treasurer Sandy Thatcher, Sheriff Warren Canon, Register of Deeds Nancy Hutchins, Friend of Court Toni McAlhany, Liz Pulley Equalization Director, Matt Fosdick IT Director, Brad Neumann MSU Extension, Prosecutor Terri Norris, and Administrator Bud Norman 
Committee approved the agenda.
ITEMS FOR ACTION

Bills & Accounts
The Bills & Accounts were presented for review.  Administrator Norman highlighted specific invoices. There were 108 Invoices presented.  Committee recommends:

Motion by                           and seconded by                            that authorization is given to approve the Bills and Accounts in the amount of $174,732.09.

Line Item Transfers

A line item transfer was presented to transfer funds within the Probate Court Department to cover the cost of a new refurbished copy machine to replace an existing copier.  Committee recommends:
Motion by                     and seconded by                           to approve the Line Item Transfer, as presented.

Line item transfers and a budget amendment were presented from Treasurer Thatcher to balance year end deficit lines in the General Fund.  Administrator Norman said revenues were less than predicted by approximately $130,000 in District Court, $167,000 in taxes and $24,299 in State Court Equity.  There was some good news in the Blue Cross/Blue Shield rate stabilization reserve of approximately $60,000.00.  Money from Contingencies and Capital Outlay were used to help balance the deficit lines.  

Commissioner Fronczak asked if there were significantly higher expenses in any Department.  Administrator Norman said the departments had managed their expenses well, it is just that revenues are down.  Committee recommends:

Motion by                     and seconded by                           to approve the Line Item Transfer and Budget Amendment to balance year-end deficit lines in the General Fund, as presented.

Line item transfers were presented by Treasurer Thatcher to balance the deficit Special Fund lines for year-end.  Treasurer Thatcher said she did not handle or look at Friend of the Court of 911 Special Fund budgets.  There will be more adjusting at year-end.  The Committee asked if there will be additional amounts they should be concerned about.  Treasurer Thatcher said if there is a deficit in a fund it will be part of the audit and the State will require us to submit a deficit elimination plan.  We would need to address how to pay for that deficit at the time.  Committee recommends:

Motion by                     and seconded by                           to approve the year-end deficit Line Item Transfers for the Special Funds, as presented.

2012 General Fund Appropriations Act
The Committee reviewed the 2012 General Fund Appropriations Act.  There was a lengthy discussion regarding the 2012 General Fund budget (narrated below).  Committee recommends:
Motion by                     and seconded by                           to approve the Resolution Adopting the 2012 General Fund Appropriations Act, as follows:
RESOLUTION ADOPTING 2012 GENERAL FUND APPROPRIATIONS ACT


WHEREAS, the Finance Committee of the Branch County Board of Commissioners has prepared and submitted, in accordance with Public Act 612 of 1978 (MCL 141.421-141.445), a proposed 2012 General Fund Expenditure/Revenue Budget; and


WHEREAS, in accordance with Public Act 43 of 1963 (MCL 141.434), a public hearing was held on December 13, 2011, at 4:05 p.m. for the purpose of reviewing the proposed 2012 General Fund Budget; and


WHEREAS, it is the intent of the Branch County Board of Commissioners to levy property tax millages as follows: County Operating 4.7562, Commission on Aging Operating 0.4908, Commission on Aging Facility 0.2425, 911 Operating 0.7500, Jail and Law Enforcement 0.4852, BATA 0.3436, Library 0.6050, and Veterans Relief 0.1000; and


NOW THEREFORE BE IT RESOLVED by the Branch County Board of Commissioners that there is hereby appropriated for the budgetary centers within the General Fund, a total Expenditure/Revenue Budget of $12,942.022.19 for the fiscal year 2012.  All monies herein appropriated shall be expended in conformity with statutory provisions pertaining thereto and rules, regulations and resolutions adopted by this Board where applicable, and all appropriations/transfers out shall be made on a demonstrated need basis on schedules as recommended by the Finance Committee; and


BE IT FURTHER RESOLVED THAT the individual department budgets and budgetary centers are appropriated on a line item basis as approved by this Board; and


BE IT FURTHER RESOLVED THAT effective January 1, 2012, the Branch County Board of Commissioners hereby authorizes the following:

1. That the General Fund Department Heads, with the exception of salary, employee fringe benefits, contractual labor, and capital outlay items, shall have the authority to transfer up to five thousand ($5,000.00) dollars between line items within the budgetary centers in each fund so as not to over expend total budgetary amounts;

2. That the County Administrator/Controller, with the exception of salary, employee fringe benefits, contractual labor, and capital outlay items, shall have the authority to transfer up to twelve thousand ($12,000.00) dollars between line items within budgetary centers in each fund as not to over expend total budgetary center amounts.  Transfers between $7,500.00 and $12,000.00 are to be brought before the Finance Committee as an item of information explaining the reason for the transfer;

3. That the payment of any bill or charge from any budgetary center line item that will create a line item deficit is prohibited from being processed until such General Fund Department Head submits a completed transfer sheet to the Accounts Payable Office or gains approval from the Branch County Board of Commissioners;

4. That the General Fund Department Heads shall obtain the approval of the Branch County Board of Commissioners for capital equipment items not previously approved if the cost is equal to or exceeds one thousand ($1,000.00) dollars;

5. That the County Administrator/Controller shall have the authority to make purchases in amounts up to two thousand five hundred ($2,500.00) dollars for office equipment from the General Fund #101-850-970.00 capital outlay line;

6. That the County Administrator/Controller shall have the authority to approve requests for advance payment for employees to attend conferences and training where such conferences and training are in the best interests of, or essential to, County operations, subject to the budgetary center’s approved budget.  All out-of-state travel, conferences, and training must have prior approval from the Branch County Board of Commissioners;

7. That the County Administrator/Controller and County Treasurer shall have the authority to create General Fund and Special Fund line item numbers as needed for the purpose of budgetary and accounting maintenance, with the exception that any additional appropriation to the newly created line items shall require approval from the Branch County Board of Commissioners; and

8. That the County Administrator/Controller and County Treasurer shall have the authority to make appropriate transfers to balance the General Fund and Special Fund budget line items on, or prior to, December 31, 2012.

BE IT RESOLVED THAT this General Fund Appropriations Act is hereby approved on December 20, 2011.





____________________________________ 





Dale Swift, Chairperson





Branch County Board of Commissioners

ITEMS FOR INFORMATION
2012 -- General Fund Budget

The 2012 General Fund is at $12,942,022.19.  This is less than presented at the Public Hearing due to the cost savings in the Sheriff Department vehicle line item.  Also, the Department has negotiated a new contract for phone service with a savings of approximately $1,800.00.   
Commissioner Linda Fronczak stated her displeasure of the budget.  She stated we are still borrowing $1.5 million to balance this budget so we have a deficit budget.  

Administrator Norman said we have made some deductions.  However, it is becoming increasingly more difficult for departments to cut non-personnel lines as they have already reduced the non-personnel lines significantly.  We were able to generate some revenue with insurance savings.  We are losing money with grants that are no longer being funded and seeing less and less revenue.  

Commissioner Fronczak said that personnel will always be our highest cost.  We need to invest in ways to deliver our services differently and more efficiently.  We need to think outside the box and find a planned and deliberate way to provide services.

Administrator Norman said there are changes that affect the budget, for example, when an employee goes from Cash-In-Lieu to insurance that can cost from $12,000 to $20,000 a year.  If we reduce hours you get a piece of savings, but the most significant benefit is a full time equivalent that also takes into account the fringe benefit savings.  The 2013 Budget Plan that will be reviewed later gives more clarity on the lead time that will be required and when we can start determining how to redesign the budget process.

Commissioner Fronczak said we know revenues are going down.  Commissioner Swift said we are at a stand-off.  Commissioner Fronczak wonders if we need to look at a Policy to address transfers and percentage of employees by department.  Administrator Norman said his proposal was to not let a department fall below 66% staffing.  

Commissioner Heinemann asked if the Delinquent Tax Fund will stay level the next year.  Administrator Norman said he has some concerns since there was funding used to transfer out due to the Pension fund.  We do not know of any other factors that may impact the fund at this time.

Commissioner Fronczak said the Fund Balance is below what our auditors recommend.  This puts us at risk.  We are continuing to spend more than we have revenues for expenses.  From my perspective I do not like this budget.  

MSU Extension – Request for Exception to Budget
Brad Neumann, Regional Extension Representative, is asking for an exception to the budget for MSU Extension.  He is asking for a relief of $5,500 from the 2012 budget.  The current amount budgeted is for $143,807.33 and he would like to revise to $149,314.01.  The MSU Extension took a 9% reduction with the 2011 budget and the budget has been reduced by another 3% for 2012.  Mr. Neumann said it is his understanding that the opinion of our legal counsel is that the employees who work 30 hours per week cannot retain benefits. Since the hours were reduced in 2003 they have retained benefits.  Mr. Neumann said based on this he is proposing to use benefits and reduce the target of 30 hours so he can maintain some knowledgeable and qualified staff.  He proposed taking one employee to a minimum of 35 hours so they would have the requirement to be eligible for benefits and take the other employee from 30 hours to 15 hours.  This will reduce the staff from a 1.5 full time equivalent to a 1.25 full time equivalent and a loss of 10 hours in total for their department.  From a management standpoint, this is the best option.  This framework does fit the terms of the Memorandum of Agreement.  The decision about the two employees is based on longevity of employment.  
Commissioner Heinemann asked if there were any other reduction that could be made.  Mr. Neumann said the operating funds have already been reduced and the only funding left is for the administrative function and for direct service to front counter constituents.  Commissioner Heinemann asked what about hours for the 4H Educator position.  The elimination of ½ a full time equivalent from the 4H Educator position is a choice that could be made and would impact the budget by $27,500.  This would have a significant impact on the youth development program.  Commissioner Heinemann asked Mr. Neumann if he had talked with his staff and how they felt about the changes.  Mr. Neumann said they do not like any of the options.  

Commissioner Heinemann said MSU Extension is a non-mandated service and there are mandated services that come first.  It isn’t that MSU Extension isn’t important because it is.  Mr. Neumann said MSU Extension is a community mandate and of particular importance to voters who value this service.  Commissioner Swift said we are getting to a point where we will no longer be able to support a non-mandated service.  Mr. Neumann said MSU Extension saw one of the greater reductions of over 9% (in the General Funds).  Commissioner Heinemann asked what the impact will be next year.  Mr. Neumann said they will be at a similar standpoint and would be looking at personnel reductions.  Commissioner Swift said we can look at the amount that has been paid out in benefits that should not have been paid out for the last eight to nine years.  Mr. Neumann said this is something that happened in 2002 and long before many of us were at the table.  
Mr. Neumann said his proposal is based on the need to retain a qualified and knowledgeable employee base.  Administrator Norman said there has been a violation of the negotiated contract that has been identified to us and it is our responsibility to address this.  Why we did not enforce in the past, he does not know.  We will uphold the contract which will unfortunately affect two good County employed staff members.

Commissioner Fronczak said she understands Mr. Neumann’s request for exception to retain employees.  How you choose to manage staff is a management decision.  Unfortunately we do not have the money.  This leaves us with no additional money to budget.  Commissioner Swift said there have been some tough stances taken during the budget process.  The Planning Commissioner was not funded this year or next year (budget of $8,000.00).  Also, they did not fund a $7,000.00 request from the Tri-County Health Department.  Commissioner Olney said some counties have done away with Extension Departments.  There will come a time when we look at mandated and non-mandated functions.  We will need to hold the line.  We thank you for bringing this concern to us.
Mr. Neumann responded that Schoolcraft County in the Upper Peninsula is not funding the MSU Extension.  We do not want to see this happen anywhere else and hope we do not see this happen here.  Mr. Neumann said he looks forward to support for the Memorandum of Agreement approval by the Board at their meeting tomorrow.  They will find a way to hold the budget.  

Commissioner Fronczak asked how much the MSU Extension funding was cut by the State.  Mr. Neumann said they were reduced by 15%.  Core Federal funding was reduced by another 5%.  The Extension offices saw significant reductions this summer that affected field educators and campus staff.  MSU Extensions’ approach has been to look at doing things differently and adapting to changing services.

Prosecutor Terri Norris said she asked Administrator Norman to include funding for one clerical position that was not included and is to cover statutory mandates.  Prosecutor Norris said she did not object to the Board about funding the fourth Assistant Prosecutor position but did ask to have funding for a level 6, entry level clerk, Non-union.  The cost would be approximately $46,000.00 that would include wages and benefits.  Commissioner Olney said the Committee and the Board were informed about this subject.  

Commissioner Fronczak said we have a budget that is not sustainable and is taking $1.5 million to balance.  Commissioner Olney said he feels we should start looking at the 2013 budget and relay to departments this is how much you get and it is your decision how you wish to spend the money.  It is not the decision of the Board of Commissioners.  Commissioner Fronczak said this budget is not good for our County and we are not being fiscally responsible.  A limited budget would take a team effort.  She is not saying there had not been hard work because there has been but there is a limited amount done in the 2012 budget that will help with the 2013 budget with the exception of one position the Sheriff Department eliminated and one position they did not fill in the Prosecutor Office.
Commissioner Heinemann said he heard there are two states that will not turn around until 2017 and those are Nevada and Michigan.  Commissioner Fronczak said Senator Caswell said the State will continue to make cuts to make it through the next budget year.  Commissioner Swift said at the beginning of the year the Committee’s plan was to take a path regarding budget planning and we did not come close.  He said the plan was to not rely on Revenue Sharing and we went ahead and included it in the budget.  Commissioner Fronczak said she doesn’t think Government should have deficit spending.  Balancing the budget has to be a team effort but she sees everyone protecting their territory.    

A lengthy discussion ensued with regard to what would happen if the budget was not passed or if it is possible to present an amended budget or alternative budget.  There is concern that this budget is not putting us in the right direction.  
Administrator Norman encouraged the Committee to continue through the agenda before considering or making decisions.  The 2013 budget proposal, which is the last item on the agenda, addresses many of the concerns already presented.

Treasurer Sandy Thatcher proposed going to 35 hours but that would not include Corrections and she was not sure about Road Patrol but thought they should go to 35 hours also.  Sheriff Canon said this is something that should have been settled instead of waiting until the last hour.  Employees have been waiting to know if there would be lay-offs or reduced hours and we thought we had worked hard to change the budget and create schedules around a balanced budget.  This is wrong to consider changing and making decisions at this time and increasing the amount of uncertainty.

Commissioner Swift said he does not disagree with Treasurer Thatcher’s proposal of 35 hours but it won’t work unless it is equitable and departments enforce.  He asked Treasurer Thatcher if the board reduced the amount of the budget, would she go with her proposal of 35 hours in her department.  She said no, only if all departments did it.  
Commissioner Olney does not disagree.  He said we also have an obligation of what is good for employees and we can’t go back and correct with an amended budget at the last minute.  We need to start with looking at the budget again in January.  I don’t know what a different budget will do at this time.  We agree that we need to look at how many people and what services will be impacted with a reduced budget.  We are mandated to have a balanced budget.  
Administrator Norman said he cannot remember a year when we have not processed amended budgets.  We need to look long-term and decide on the priority of services and make a deliberate plan.  

A motion was made to approve the 2012 General Fund Budget and it failed.
Commissioner Olney said we need to make a commitment to start a review of the budget at the beginning of the year.  Commissioner Fronczak agrees and said it is not good for the citizens of Branch County to use money to balance a deficit situation.  Commissioner Olney said he does not want to see employees laid off but we need a commitment to change things.  Maybe having a reduction to 35 hours is a possibility with the budget.  

Commissioner Swift said we do not want to get in a situation where we are paying overtime if hours are reduced from 40 to 35.  Commissioner Heinemann said we need to make a directive to the Department heads about the direction of the budget.  Equalization Director, Liz Pulley, voiced a concern about the inequity in that elected officials and other staff would not be affected by a reduction to 35 hours, rather they would be compensated at 40 hours even if they worked 35 hours and this is not fair.  Administrator Norman said this is a complicated issue because there are some employees who will be affected and others who will not.  There are those employees who have the potential to be compensated even if the work hours are reduced.  There are issues and pros and cons to almost anything we do.  

The Furlough Days have issues.  Commissioner Heinemann wondered if the Furlough Days are worthwhile since not all employees are affected by them.  He wanted to know the amount that we lost by the employees who were not affected.  Administrator Norman said he was unable to provide an immediate answer, but would give an answer after researching this.

A new motion was made about the General Fund budget and it did not pass.  The issue failed to move out of committee.

Commissioner Olney said he does not anticipate not passing the budget and we could take a hard line in the 2012 budget and make amendments to the 2012 budget.  Administrator Norman encouraged the Committee to review the 2013 Budget Plan and return to this issue.
2013 Budget Plan

Administrator Norman presented a plan for the 2013 Plan with a timeline that shows a 2013 budget of $11.37 Million as compared to $12.94 Million in 2012.  The strategy:  

1. Strategic Planning that includes prioritization (Feb. – Mar.)
2. Decision (Apr.-May)
3. Notification (May)
4. Audit (Jun.)
5. Adjustments (Aug.-Nov.)
Administrator Norman said the planning will encourage departments to make their department’s budget decisions.  There will be a reduction in the amount that goes to their budget.  The $1.6 million reduction for 2013 from the 2012 budget will have the potential for a reduction in personnel, services, hours, or equipment, but this will be up to the departments.  Commissioner Olney said this is where the Board has failed.  They have had opportunities to deal with attrition and they did not do it.  

Administrator Norman said the 2013 budget does not take funds from the Fund Balance or Delinquent Tax.  This may be a controversial decision, but it gives us a starting point.  If the audit demonstrates a higher Fund Balance or Delinquent Tax is improving, we may have the ability to take a smaller portion that 2012.  Approximately 72% of the budget is made up of property taxes.  The largest revenue lines are in District Court and the Sheriff’s Department.  With reductions we will run the risk of affecting the revenue lines.  

We were unable to complete the 2013 budget year parallel with the 2012 budget year due to the numerous adjustments.  Commissioner Fronczak said the sooner the departments see the reduction expected for 2013 the better.  Commissioner Olney asked why we do not give them the expected reductions for each department for 2013 now.  Administrator Norman said we need the prioritization that will support the 2013 budget plan.  There are tough decisions that need to be made on the prioritization of services.  He wants to conduct a strategic planning session that focuses on this and determines the board’s position going forward.
Commissioner Olney said we need more cross-training and this also makes the employee more valuable with more knowledge and skills.  Administrator Norman said he knows departments are doing this and reductions do force cross-training.  Departments have implemented or planned cross-training initiatives.  Also, services do suffer and do not get done in the same amount of time they once did.  This is something we need to accept and understand with fiscal reductions and requires service redesign.  

Commissioner Fronczak asked why we can’t do the audit sooner.  Administrator Norman explained that we work on an accrual basis so January and February we accrue costs back to 2011 and this is why it takes the auditors until June to get the audit complete.

The Committee agreed that the 2013 budget plan provides for a movement in the direction that is needed and addresses some of the issues with the 2012 budget.  The 2013 plan is a longer process that gives departments advance notice.

Items for the next Finance Committee meeting to be held in January 2013 (date to be determined) include:

· Bills and Accounts

OTHER

The mileage rate will remain at 55.5 cents per mile for 2012.
Adjourned:
12:12 PM

Submitted by:
Commissioner Olney
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Commissioner Fronczak
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