FINANCE COMMITTEE MINUTES

August 19, 2011
Convened:
9:00 AM
Present:
Commissioner Olney, Commissioner Heinemann, and Commissioner Fronczak 

Also Present:
Commissioner Swift, Commissioner Vrablic, Administrator Norman, Clerk Teresa Kubasiak, Sheriff Warren Canon, Treasurer Sandy Thatcher, Register of Deeds Nancy Hutchins, Friend of Court Toni McAlhany, Harold Sneath, Harold Sneath, Jr., and Richard Trufant 
Committee approved the reorganized items on 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 2010 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 Boats, Motors & Trailers-37%, Jail Operations-Board and Care-19%, Building Maintenance and Repair-9%, Printed Forms & Bindings-7%, and Jail Commissary Supplies-6% to total 78% of the 88 Invoices presented.  Committee recommends:

Motion by                           and seconded by                            that authorization is given to approve the Bills and Accounts in the amount of $96,590.39.

Budget Deficit Amendment

Two funds were in deficit amount as concluded by the 2010 Audit.  The deficits were in the Special Fund for Crime Victim Rights and this is due to the State funding not fully funding the cost of the position and department expenses.  The deficit was $2,600.00 for the year.  The other was a situation where the Special Fund for Lake Revolving Fund had not caught up with the appropriation in the amount of $2,100.00.  Committee recommends:
Motion by                           and seconded by                            that the Treasurer is authorized to process journal entries for the 2010 Budget Deficits, as presented: 

Debit             
Credit

Crime Victims Rights Fund

101-000-001.0000      Cash







$2,600.00

101-901-999.0100      Transfer out for deficit elimination


$2,600.00

260-000-001.0000      Cash





$2,600.00

260-167-699.0100      Transfer in for deficit elimination




$2,600.00     

Debit             
Credit

Lake Level Revolving Fund

101-000-001.0000       Cash







$2,100.00 

101-000-084.0000       Due from other funds



$2,100.00

842-000-001.0000       Cash





$2,100.00

842-000-214.0000       Due to other funds





$ 2,100.00

Resolution – National Moment of Remembrance
Administrator Norman presented a request for a Resolution that was received from United States Senator, Frank Lautenberg of New Jersey to recognize September 11th with a moment of remembrance on September 11, 2011 at 1:00 PM.  Committee recommends: 
Motion by                           and seconded by                          that authorization is given to approve the Resolution, Branch County Joining the National Moment of Remembrance of the 10th Anniversary of September 11th, as presented:

RESOLUTION

BRANCH COUNTY Joining the National Moment of Remembrance of the 

10th Anniversary of September 11th
WHEREAS, the governing body of Branch County expresses their support  of the United State's Senate regarding coming together as a Nation and ceasing all work or other activity for a moment of remembrance beginning at 1:00 p.m. Eastern Daylight Time on September 11, 2011, in honor of the 10th anniversary of the terrorist attacks committed against the United States on September 11, 2001; and

WHEREAS, at 8:46 a.m., on September 11, 2001, hijacked American Airlines Flight 11 crashed into the upper portion of the North Tower of the World Trade Center in New York City, New York; and

WHEREAS, 17 minutes later, at 9:03 a.m., hijacked United Airlines Flight 175 crashed into the South Tower of the World Trade Center; and

WHEREAS, at 9:37 a.m., the west wall of the Pentagon was hit by hijacked American Airlines Flight 77, the impact of which caused immediate and catastrophic damage to the headquarters of the Department of Defense; and

WHEREAS, at approximately 10:00 a.m., the passengers and crew of hijacked United Airlines Flight 93 acted heroically to retake control of the airplane and thwart the taking of additional American lives by crashing the airliner in Shanksville, Pennsylvania, and, in doing so, gave their lives to save countless others; and

WHEREAS, nearly 3,000 innocent civilians were killed in the heinous attacks of September 11, 2001; and

WHEREAS, tens of thousands of individuals narrowly escaped the attacks at the Pentagon and World Trade Center and, as witnesses to this tragedy, are forever changed; and

WHEREAS, countless fire departments, police departments, first responders, governmental officials, workers, emergency medical personnel, and volunteers responded immediately and heroically to those horrific events; and

WHEREAS, the Fire Department of New York suffered 343 fatalities on September 11, 2001, the largest loss of life of any emergency response agency in United States history; and

WHEREAS,  the Port Authority Police Department suffered 37 fatalities in the attacks, the largest loss of life of any police force in United States history in a single day; and

WHEREAS, the New York Police Department suffered 23 fatalities as a result of the terrorist attacks; and

WHEREAS,  the impact of that day on public health continues through 2011, as nearly 90,000 people are at risk of or suffering from negative health effects as a result of the events of September 11, 2001, including 14,000 workers and 2,400 community residents who are sick, and tens of thousands of others whose health is being monitored; and

WHEREAS, 10 years later, the people of the United States and people around the world continue to mourn the tremendous loss of innocent life on that fateful day; and

WHEREAS, 10 years later, thousands of men and women in the United States Armed Forces remain in harm’s way defending the United States against those who seek to threaten the United States; and

WHEREAS, on the 10th anniversary of this tragic day, the thoughts of the people of the United States are with all of the victims of the events of September 11, 2001 and their families; and

WHEREAS, the lives of Americans were changed forever on September 11, 2001, when events threatened the American way of life; and

WHEREAS, in 2009, Congress and the President joined together to designate September 11 as a National Day of Service and Remembrance under the Serve America Act (Public Law 111–13; 123 Stat. 1460); and

WHEREAS, in September 2009 and 2010, President Obama issued Proclamation 8413 (74 Fed. Reg. 47045) and Proclamation 8559 (75 Fed. Reg. 56463) proclaiming September 11, 2009, and September 11, 2010, respectively, as Patriot Day and National Day of Service and Remembrance; and

WHEREAS, September 11 will never, and should never, be just another day in the hearts and minds of all people of the United States;

NOW, THEREFORE BE IT RESOLVED that the governing body of Branch County:

(1) recognizes September 11, 2011, as a day of solemn commemoration of the events of September 11, 2001, and a day to come together as a Nation; and

(2) offers its deepest and most sincere condolences to the families, friends, and loved ones of the innocent victims of the September 11, 2001, terrorist attacks; and

(3) honors the heroic service, actions, and sacrifices of first responders, law enforcement personnel, State and local officials, volunteers, and countless others who aided the innocent victims of those attacks and, in doing so, bravely risked and often gave their own lives; and

(4) recognizes the valiant service, actions, and sacrifices of United States personnel, including members of the United States Armed Forces, the United States intelligence agencies, the United States diplomatic service, homeland security and law enforcement personnel, and their families, who have given so much, including their lives and well-being, to support the cause of freedom and defend the security of the United States; and

(5) reaffirms that the people of the United States will never forget the challenges our country endured on and since September 11, 2001, and will work tirelessly to defeat those who attacked the United States; and 

BE IT FURTHER RESOLVED that on the 10th anniversary of this tragic day in United States history the governing body of Branch County calls upon all of the people and institutions of the United States to observe a moment of remembrance on September 11, 2011, including (i) media outlets; (ii) houses of worship; (iii) military organizations; (iv) veterans organizations; (v) airlines; (vi) airports; (vii) railroads; (viii) sports teams; (ix) the Federal Government; (x) State and local governments; (xi) police, fire, and other public institutions; (xii) educational institutions; (xiii) businesses; and (xiv) other public and private institutions; and

BE IT FURTHER RESOLVED that the governing body of Branch County encourages the observance of the moment of remembrance to last for 1 minute beginning at 1:00 p.m. Eastern Daylight Time by, to the maximum extent practicable ceasing all work or other activity; and marking the moment in an appropriate manner, including by ringing bells, blowing whistles, or sounding sirens.








_____________________________

Dale Swift, Chairperson



Date

Branch County Board of Commissioners








_____________________________

Teresa Kubasiak




Date

Branch County Clerk

ITEMS FOR INFORMATION

Pension Funds
Administrator Norman presented a slide depicting the current deficiency in funding for the John Hancock Pension Plan.  He explained historically there has been funding available in the two stock accounts to transfer into the IPG account in order to pay the retirements (when there was a deficit).  However, there is not enough in the stock accounts because we have drained them to fund the IPG account fund and the recent employees (4 total) who have retired have not received any retirement checks.  Following is the status as of July 31, 2011:
1. Liability of the fund for existing retirees


$32,065,527

2. Employee contributions with interest



$15,553,269

3. Liability of the fund July 31, 2011 (1) + (2)


$47,618,796

4. Estimated Fund Balance July 31, 2011


$48,621,300

5. Minimum Operating Level (MOL): 105% X (3)

$49,999,736

6. 2 months reserve for Disability benefits (Aug & Sept)
$         6,916

7. Shortfall to MOL as of 7/31/2011 (4) – (5) – (6)

$ 1,385,352

8. Additional MOL for pending retirements *


$    620,018

9. Total shortfall (7) + (8)




$ 2,005,370

*Note—Breakdown, by retiree (4), of the MOL required totaling ($620,018)

Administrator Norman explained that in addition to the four employees who have retired and not received any payment to date, there are two additional employees who have already retired on August 1, 2011 and another in October, 2011.  There are at least three more who have notified of a retirement before the end of the year and we expect others.  

On Wednesday, Administrator Norman held a meeting with the other agencies in the John Hancock Retirement Program; Road Commission, Maple Lawn, and Community Health Center and they discussed the information at hand (as shown above).  Administrator Norman said the amount to get to the Minimum Operating Level (MOL) required by John Hancock is approximately $2 million.  Buck Consultants estimated a true-up amount of approximately $4 million to support the fund beyond this year.  Administrator Norman recommended at the meeting they get closer to $4 million or, at the least, somewhere between the $2 and $4 million.  If we meet the MOL at $2 million this does not cover the two that just retired or those planning to retire this year.  If we fund closer to $4 million this allows us the time to properly investigate and consider other options.
All of the agencies agree it is our responsibility to pay the retirees.  The issue is available funding for the deficit.  The question of the agencies is where to get the money to pay the fund.  They all agree we need to do it, but how is the question.  Some agencies have the ability to fund now and some don’t; however the funding appears difficult for all agencies.  The Committee asked if the agencies agree to who owes what portion?  Administrator Norman said there are some who question why we are not able to use the money in the fund since this is not a routine manner of funding a retirement account, i.e., 105% of MOL, guarantees for retired and repayment plus 6% for current employees, and method of calculation using a lower interest rate.  Most other retirement programs use a higher interest rate method and do not include the high rate of MOL.  Agencies have challenged who owes what portion and want an assessment of each agencies MOL.  This process is involved and will take some time to determine but we have requested this.  Buck Consultants assured us that there will be minimal difference and their estimations will be close to this figure.  The Committee also asked Administrator Norman how he arrived at what agency pays what portion.  The allocation was based on the true-up amount from Buck Consultants and he tested this by talking with other financial advisors who supported this method.  The MOL is an equal percentage appropriation based on the true-up amount.  
Commissioner Fronczak asked why we are not able to go ahead and pay the amount John Hancock is requiring and then go back and readjust if Buck Consultants found a different amount from what is currently indicated in the true-up amount Administrator Norman provided the agencies.  Commissioner Fronczak feels it is necessary to process the retirement payments that are due as soon as possible.  Administrator Norman said he would agree and this is an excellent suggestion.  At this point he has not communicated back to the agencies this latest piece of information from Buck Consultants that the recommended amounts will be close to the MOL amount.  

Commissioner Olney asked if we have the financial means to make the payment due.  Administrator Norman said the County’s portion of the true-up is approximately $1.1 million (this includes the amount if we go to the recommend $4 million level, or approximately $530,000 if we go to the exact true-up amount to pay the four (4) retirees who are waiting for their retirement checks.  Administrator Norman said he spoke with Treasurer Thatcher and they concluded that the County’s portion would need to come from the Delinquent Tax Revolving Fund.  
Administrator Norman explained that some of the agencies indicated it will be difficult to come up with the funding but everyone understands the urgency and significance of the issue.  The hope was to come to this Committee today and have the answers from all involved and have a solution.  Unfortunately, we do not have the solution.

Commissioner Fronczak does not understand why the agencies are not saying they will provide the funding necessary.  Commissioner Olney stated he does not understand what looks worse – the agencies not taking care of a known situation or coming back in a few months and asking for more funding.

Administrator Norman said John Hancock has given us a deadline of September 16, 2011 to make a decision and provide them with the MOL or “true-up” amount.  Administrator Norman has asked them to extend the date.  The consequences, as it stands now, if we do not pay up by this date is that John Hancock will no longer fund the Retirement Program and will return the current amount we have in the plan (as of 7/31/11 -- $48,621,300) or fund the retirees through an annuity and return the remainder to us.  Administrator Norman has asked our representative at John Hancock to get information from her superiors and provide the answers to us.  

Commissioner Heinemann asked how do we get out of the John Hancock Pension plan?  Administrator Norman said if we do not pay the amount they are requesting they will return the money in our fund back to us (as explained previously).  We have been talking with MERS about the potential of transferring to their plan (John Hancock has been advised) and if we do transition the time to do this could be 60-90 days.  At this time, Administrator Norman has not had the opportunity to talk with any other retirement fund plans.  It will take time to investigate and do all of these things in order to know what the options are.

Administrator Norman said during the meeting held with the other agencies they discussed the other options and about transferring to MERS.  In the past the average number of retirees has been three to five each year.  During 2010 there was an average of 10 and this year we are estimating approximately 16.  This number has increased drastically and has not been a gradual increase.  Administrator Norman has discussed with MERS that if we transfer we will need to be guaranteed the same benefit, plan and cost savings.  

Commissioner Heinemann said the problem with John Hancock is not going to change and we need to transfer now.  He suggested that we should get the funds from John Hancock and put them in a bank so we can control them and pay the retirees.  Commissioner Olney said he feels we need to fix the issue with John Hancock and continue to look at our options.

Administrator Norman said legally we are not able to float the money to pay for the retirements.  This amount has to come out of retirement funding, we cannot use other funding.

Commissioner Swift asked what is to stop someone from suing us for not providing them with their retirement.  Administrator Norman said there is nothing that prohibits them from doing that.  

Commissioner Fronczak said she does not understand why the agencies are not immediately paying the amount requested and taking care of this issue.  It is a bill we owe and a contract we have.  We now know the scenario and particulars and it needs to be paid so the retirees may be paid.  Administrator Norman said that for some agencies it is funding availability, the complexities involved, and a larger process that takes time.  

The Committee asked if the future budget planning needs to figure a larger employer contribution to the Pension Plan as opposed to coming back and request more funds.  Administrator Norman said he is not able to give an exact answer but feels if we fund closer to the $4 million true-up now we would not need an additional amount.  

Administrator Norman said he does not have the answer to the funds but he needs to continue his conversation with John Hancock.  He is not convinced we will have the answers from the other agencies by the Board Meeting on Tuesday to finalize this issue, but will continue to meet with the agencies to resolve this issue.  The Committee said this needs to be the Number One Priority and they agree that whatever is necessary to get this amount paid needs to be done.  Administrator Norman said his recommendation remains that we fund the program somewhere above the $2 million requested by John Hancock and would recommend we make it closer to $4 million to take care of the problem at hand and give us time to investigate other options and minimize our risk for now.     
Treasurer Sandy Thatcher asked if there is a reason why we can’t pay the Minimum Operating Level of $620,000.00 for John Hancock to process the retirements.  Administrator Norman said that by contract we need to be at the MOL of $1.4 million.  If we contribute $620,000 then none of the retirees would be paid because we haven’t met the MOL per the contract.  Treasurer Thatcher said this answered her question.

The direction of this Committee is to take care of this issue before the Board Meeting on Tuesday, August 23rd.  Administrator Norman said he can’t guarantee this will happen but he will give it his full effort.  He also explained that Buck Consultants uses valuation figures (based on industry standards) as opposed to John Hancock who uses different valuations.

The Committee said a Special Meeting can be called for the Committee and a Board Meeting, if necessary.  The Committee asked if this issue is resolved can the retirement payments be made immediately.  Administrator Norman said we can make a request to make an off-cycle payment for these four individuals, as opposed to making a payment at the beginning of the month.
Economic Vitality Incentive Program – Grant

Administrator Norman and Commission Linda Fronczak presented general information regarding a grant opportunity that will assist with costs associated with combining government operations between cities, villages, townships and counties.  This opportunity would be of benefit to the municipalities in the future.  Commissioner Fronczak suggests the information be forwarded to all of the Townships, Villages, and Cities and for the Board of Commissioners to communicate with the municipalities when they attend their monthly meetings.  Administrator Norman said he will send the information to the municipalities for their information and discussion.

Sheriff Impact – Budget Reductions

Administrator Norman explained the budget hearings are being conducted between himself and the Department Heads and Elected Officials.  However, Sheriff Canon will not be available that week and wanted to notify us of the impact the budget reduction request will have on the Sheriff Department.  Administrator Norman summarized those concerns into a one page analysis as follows:
· Reductions in Corrections is not possible due to cost of housing, meals, and utilities remaining the same.  Only area able to reduce would be part-time employees by a cost of $81,094.56 and this would impact an increase in overtime hours to cover the vacation, sick, and personal time of the regular full time employees.
· Due to the requested budget reduction – the following reductions would need to be made in personnel:

· Elimination of the Quincy contract reducing revenue by $158,000.00

· Additional loss of $74,000.00 in revenue if secondary road patrol is eliminated

· Additional loss of $34,000.00 in revenue for marine patrol if they are eliminated

· Total Revenue Loss --- $266,000.00

· $900,000.00 + $266,000.00 loss in revenue = $1,166,000.00 total reduction
· Road Patrol reduction of 8 deputies @ $78,000.00 = $624,000.00
· If you include elimination of part-time deputies, part-time corrections, reserve, posse, deputy animal control officer, two clerical and courthouse security, a total of $140,000.00 is left to find in order to get to the budget reduction requested

· Reduction in staff will cause big problems throughout the year
· Each employee has benefit of vacations, personal, sick time and unemployment costs

· Estimate for overtime hours is an increase of $115,200.00
Commissioner Heinemann asked if they could get a waiver to keep the secondary road patrol revenue.  Sheriff Canon said it is his understanding that if he does not maintain the 13 road patrol deputies, they will lose the revenue from the state.  He is not aware of any other exceptions or waivers to other counties.

Commissioner Vrablic asked why he would eliminate the Village of Quincy Contract and revenue if they were being paid.  Sheriff Canon said he is not able to justify keeping two officers in the Village of Quincy when it will be necessary to eliminate seven to eight other officers to cover the rest of the County.  Commissioner Fronczak said she does not understand that concept when there are officers already covering Quincy and the Department is reimbursed for this service.  In addition, this part of the County is covered and would not need to be patrolled or take calls by the other officers.

Commission Vrablic asked if the true-up pension cost for John Hancock impacts the Sheriff Department.  Administrator Norman said it did as there are a few employees of the Sheriff Department who are in the John Hancock Pension Fund.  The true-up amount is in excess of the annual payment made to meet the Minimum Operating Level.  The amount included in the budget request for 2012 was the worst case scenario.  Commissioner Swift asked what the actual True-up amount is for the Sheriff Department and Administrator Norman said approximately $450,000.00.      
Items for the next Finance Committee meeting scheduled for Friday, August 19th, include:

· Bills and Accounts

· Resolution—Bonding Authority—Community Health Center
· September 23, 2011 -- Draft #1 – 2012 General Fund Budget
OTHER

Treasurer Sandy Thatcher explained the reason the Resolution for the Bonding Authority was not presented today because she would like a review of the revised Request for Proposal Policy amount of $10,000.00.  The Bonding Authority process would require an RFP under the current policy.  If the policy is not amended she is requesting a waiver to proceed with the Bonding Authority we have used in the past.  If not, it will take time and the Resolution will be delayed for some time in order to follow the RFP Policy.  

Treasurer Thatcher said she has the monthly financial reports from the Community Health Center if any of the Board of Commissioners is interested in having a copy.  The Committee said all of the Board members should be given a copy.  
Adjourned:
10:40 AM
Submitted by:
Commissioner Olney
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