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Newberry County Counci

Special Called Meeting

September 25, 2002 at 3:00 p.m.

The Newberry County Council met on Wednesday, September 25, 2002, at 3 :00 p.m. for a special called meeting. 

Present: 

John E. Caldwell, Chairman 

Darrell W. Gilliam, Sr., Vice-Chairman 

William D. Waldrop, Councilman 

Henry B. Summer, Councilman 

John D. Dawkins, Councilman 

Gary A. Smoak, County Administrator 

Hardwick Stuart, Jr., County Attorney 

Columbus M. Stephens, Assistant County Administrator 

Susan C. Fellers, Clerk to Council 

Absent: 

Henry H. Livingston, III, Councilman 

Mike Hawkins, Councilman 

Representing the news media: 

Heather Hawkins, WKDK 

As required by law, notice of the meeting was duly advertised. 

OPENING OF MEETING

After Mr. Caldwell called the meeting to order, Henry Summer had the invocation followed by the Pledge of Allegiance. 

Mr. Smoak stated that at the meeting on last Wednesday, Council discussed the possibilities of having our audit firm to do some work with the nursing home in order to give Council better information on whatever it is that you want to do. This was discussed in executive session. It was brought back into regular session. You confirmed that this was your desire and asked that a contract be put together. That we have attempted to do. Mr. Smoak wrote the County Attorney to draft and put that contract together. He informed Generations, who is the current manager of it, what your intentions were as best I understood it. Through conversation between them and some of Council, it was suggested that we have a special meeting today to discuss that, and we are now at that meeting. Mr. Smoak received yesterday a letter from the County Attorney, who has made certain suggestions and which was passed out to Council. 

After reading and reviewing the handout, Mr. Summer asked if it was saying that the monthly income statements and the cash flow statements that Mr. Goff is already furnishing should give us the information we need. 

Mr. Stuart stated this basically arose out of the county's taking over the operation and basically that being delegated to a great degree to the County Administrator and the issue in terms of the time it would take him to monitor the operation of this enterprise and also to understand and evaluate the financial records that are coming in from their operations. He understood his responsibility to be in talking about bringing on the audit firm to basically provide quarterly reports so that the County Council would have a better understanding of the operations of the nursing home was to try and determine the scope of the contract with the auditing firm in terms of their evaluation of the financial statements. Under the contract with Generations several of the things talk about under Section I, Monthly Financial Statements, actual versus projected, they will be providing anyway. It was his understanding that the County could also request other financial records and he felt financial statements and cash flow statements would be sufficient to monitor the financial operations of the company. They have other things they would want to look at in order to give you their evaluation of the financial operations of it. Mr. Stuart was trying to come up with what he viewed as being the perimeters of the contract that we would have with the auditing firm as far as their quarterly reports to us, as well as information that we would need from Generations for them to review on a monthly basis. It appears there again that the financial statements probably would satisfy that, but he felt we would at least want income statements and cash flow statements, and they may be providing that already. Those are the things he felt Council needed in order to monitor the financial operations of the nursing home. It would help Mr. Smoak in his administration of the facility. Even though it is being managed by Generations, the responsibility is going to fall on Mr. Smoak to determine if there are problems and if so, what the best way to remedy the problem is. 

Mr. Summer stated the accounting firm would have to come in at the end of the year anyway, and audit the books and records. Part of this will just be some interim work to do. The other responsibility is not going to be on the Administrator. It is going to be on the County Council. We want to be sure that we get the oversight that we need. At the same time we don't want to do anything to hinder in any way the management of Generations, who is doing a really good job of managing the facility.  It is not our intent to tell you how to market, how to do anything. Our intent is to get some information about what is going on. We are trying to do what we can do for oversight. We have no interest in having anybody come in and saying they should have advertised this way or any kind of management review. We just want to know what is going on. These financial statements give us real good information now so we thought since we are going to have to have an auditor to audit the books anyway, there might be some way you could come in there and have the auditor give us some more information so we can have as much oversight as we can and yet at the same time we don't want to hinder the management of the facility by the management company. 

Mr. Waldrop asked if this would hinder the management firm by having an audit firm to come in and look over the books every quarter? 

Louetta Slice with Generations stated they had no problems with an audit. 

Mr. Waldrop further inquired as to whether it would interfere with the daily business of the management of the nursing home if we had an audit firm to come in every quarter to see about how things are running even though you are giving us a report. This is a business. The County has never really been in a business. We are not in business to run businesses. Mr. Waldrop stated he didn't support this in the first place, but we now have two places. We don't want to have anything to happen like happened here a year or two ago and put us all in jeopardy. He didn't feel that Generations would let it happen, but that they would let Council know, but you might need some help at times to see how things are going and would want an audit of the books to make sure that everything is running properly. You are not over there every day, are you? 

Charlie Golf with Generations responded that he was there every day. 

Mr. Waldrop stated he thought they had someone else hired. Mr. Goff said he was the administrator. 

Ms. Slice added that he answered to them. She stated they did not have any problem with an interim audit. We don't have any problem at all. In fact, it ought to make the year end audit easier for the auditor and perhaps for us. She thought there was a mechanism in place as per the contract where we were to submit information to you through the County Administration. According to this letter it looks like we are going to bypass. We don't know who to answer to now. 

Mr. Waldrop stated he understood where they were coming from, and we do have a problem with that at this time. You will be answering to this County Council, 7 members, instead of directly to our County Administrator. That's the way it is looking until things change. It could change. We don't know that yet, but right now you will be answering to us until we come to some terms because of some other matters. We are going to have to be in control of this nursing home for a short period of time. 

Mr. Goff stated he didn't think it was necessary what Council was asking. Generations objected to the way this thing happened. We would never have entered into a contract if we had had a copy of this letter in our hands that this is the type of scrutiny that we were going to get from County Council. It really boils down to the spirit of the contract in our opinion has really been broken by the way this was handled. Not that you are asking for anything unreasonable because you have a right to know everything that goes on. We as contractors have a right to know what we are going to be dealing with up front, not after the fact. That's where we are right now. 

Mr. Waldrop stated we have run into a problem with this situation at this time where it looks as if we are going to have to be the ones looking instead of the County Administrator and that is why we are requesting the auditors. 

Mr. Goff stated that under this situation we have to meet with County Council and have to get direction from County Council as to what you want from us and which direction we go, and that we have not gotten up until this time even though we have been working with this process for better than two years. 

Mr. Summer asked if the way he understood the contract they entered into with Newberry County was that you would give the information to the County Administrator. Mr. Goff stated they would manage and would report through the County Administrator and he would report to the board. 

Mr. Summer stated he sees that and it would still seem like a good way to do it. You don't need to have seven bosses. You need to have one person to report to and let the County Administrator disseminate the information to County Council. 

Mr. Goff stated that is the way they would have preferred to have had it. 

Ms. Slice stated they didn't have any problems with that. They have worked with two counties before and they still continue to work with one. They report to one group of people or one person and that is how County Council finds out what is going on. If County Council needs to know anything from us, then they go to that person and that person comes to us and we again feed them that information. We don't have any problem with that; none whatsoever. When you read this letter, it looks like you are hiring an auditing firm to come in and look at all the things that we could have possibly done wrong. We are very offended by that. There are probably some of Council that don't know our reputation, but if you bother to find out, we have a very good reputation. We have worked hard for that reputation, and we aren't going to let anybody bother that reputation. This looks bad for us. It looks like we have done something grossly wrong, and not a soul has come to us and asked us anything. 

Mr. Waldrop stated Council didn't think they had done anything wrong. 

Mr. Goff stated the process has been wrong, and it is up to somebody to work it out. You know where we stand right now. 

Mr. Summer felt Council made a mistake because when we started talking about this, we should have brought you in and gotten input from you. We did not do that and for Council, Mr. Summer apologized. Ms. Slice stated they didn't need Council's apology. We just need for you to work it out. 

Mr. Gilliam stated he agreed; that Council had good intentions but bad directions that Council took to accomplish what we were after. 

Mr. Waldrop clarified that Generations didn't mind if Council had an audit. Mr. Goff stated they welcomed an audit, but don't hire an accounting firm to come in and be a manager over a management firm. That's what this letter is. It is nothing but an outline for a management contract. You can call it what you want, but it is an outline for a management contract. You don't need us as managers if you are going to hire an auditing firm to be a manager. Mr. Goff was not sure that was the intent but that is what came out of it. 

Mr. Waldrop stated that was not the intent. 

Mr. Goff stated Council has been given good financial data on a monthly basis. We welcome interim audits of that financial data but those interim audits should be used to reduce the audit costs at the end of the year. You shouldn't have somebody coming in at additional expense auditing something that someone is going to be looking at at the end of the year. If you are going to do something like this, go ahead and hire an audit firm to do interim audits that will be used to put their report together at the end of the year. We have a CPA here and he should understand what is involved. It is done all the time, but here again this is not an audit contract. This is a management contract that you have asked to be written. 

Mr. Caldwell stated there must have been a reason or why would Council authorize Mr. Smoak to write a letter to Generations. Mr. Goff stated the letter was not written to Generations. Mr. Caldwell asked about the copy of the letter Mr. Goff had. Mr. Goff said this was a copy of the letter that he was told Council acted on in executive session. That is not written to Generations. Mr. Goff stated he got a copy after the fact. 

Mr. Dawkins asked if the letter he was referring to was from the auditors. Mr. Goff stated that was correct. 

Mr. Gilliam stated it was not Council's intention to manage what Generations was doing. It was Council's intention to get someone to look at the information given to Council and come back four times a year and tell Council these things are working and doing what they need to do. Council got information before but we didn't catch things as they went by us. When we get someone quarterly to come back and stack them up and crunch the numbers, it would be a good tool for County Council. 

Mr. Goff stated that is not what they objected to at all. It is the process that got us to where we are today. We wouldn't be here today if it were not for the process that took place. 

Mr. Dawkins stated his intention was to have a quarterly audit and he certainly didn't move to have another company come in and manage. 

Mr. Waldrop stated it was to make sure everything was running good. 

Mr. Goff stated there was no reason for him to stand there and keep repeating. 

Ms. Slice stated they would not give Council any information that couldn't be relied on. We are your neighbors, and we stand to lose entirely too much to give you any kind of information that you can't rely on. 

Mr. Summer stated he looked at the information and the positive cash flow is $18,000 for July and August. He looked at Dr. Stanton's letter about how they lost $583,000 in 1998 and $568,000 in 1999, and they were looking at losing $360,000 and we were going to have to put $300,000 in to make payroll. It has changed a lot. 

Mr. Waldrop stated we put the money in there, and we don't want to have to do that again. We have had to put a lot of taxpayers' money in to keep it running. 

Mr. Goff stated that all they asked was that Council decide what they wanted, let them know what Council wanted and how they wanted it, and Council would have gotten it. That has not occurred until after the fact. We would not have signed that contract if this type letter had been put out there to start with because we don't want to manage a place like this. We have no problems with financial audits but that letter is asking for a management contract. It is not asking for an audit contract. Very little of it deals with financial. Decide what you want, but he didn't know if they would be amenable to discussing it any more or not. 

Mr. Summer moved that Council contact the accounting firm of Randy Rish and Company and ask them about entering into a contract for the annual audit of the facility we are discussing with quarterly interim audits as much as possible and not enter into an agreement that implies that we might be asking him to do any kind of management of the facility;  second by Mr. Dawkins. 

Mr. Summer stated that before we enter into this contract, it would be proper to make sure that Generations has a chance to look at it and make sure there is nothing in the contract that would cause them problems that we might not notice and get input from them before we enter into it. 

Mr. Gilliam stated that everything we do needs to be incorporated and let them know about it. We don't need to do it but whoever is doing the audit doesn't need to create problems for you in any kind of way. 

Mr. Caldwell called for the question. Vote was unanimous. 


There being no further business, the meeting adjourned at 3:37 p.m.
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