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Types of Funds

Governmental Funds
• General Fund

• Special Revenue Fund

• Debt Service Fund

• Capital Project Fund

• Permanent Fund

Proprietary Funds

• Enterprise Fund

• Internal Service Fund

Fiduciary Funds

• Pension and Trust Funds

• Agency Funds



Why is there a separate set of accounting standards for 

government versus business?

▪ They have different purposes, processes of 

generating revenues, stakeholders, budgetary 

obligations, and propensity for longevity. 

▪ These differences require separate accounting 

and financial reporting standards in order to 

provide information to meet the needs of 

stakeholders to assess government 

accountability and to make political, social, and 

economic decisions. 

Government Accounting Standards Board



Some of the most significant GASB standards that address 

differences in governmental and business financial reporting 

include:

▪ The measurement and recognition of certain types of 

revenues (for example, taxes and grants), 

▪ Capital assets provide services to citizens rather than 

contribute to future cash flows, 

▪ The use of fund accounting and budgetary reporting to 

meet public accountability needs, 

▪ The use of accountability principles rather than equity 

control to define the financial reporting entity, and 

▪ Treatment of pensions and other postemployment 

benefits to allocate cost of services equitably to 

applicable periods. 

Government Accounting Standards Board



Significant GASB Pronouncements

Statement 34 establishes financial reporting standards 

for state and local governments, and establishes that the 

basic financial statements and required supplementary 

information (RSI) for general purpose governments 

should consist of: 

▪ Management's discussion and analysis (MD&A), 

and the basic financial statements which include:  

the Government-wide financial statements, Fund 

financial statements, Notes to the financial 

statements, and the Required supplementary 

information (RSI).   



Financial Statements

For governments there are two types of financial 

statements:

▪ Fund Based

• Statement of Revenues, Expenditures and Changes in 

Fund Balance (income statement)

• Balance Sheet

▪ Government Wide

• Statement of Activities

• Statement of Net Assets



Financial Statements



Financial Statements



Financial Statements



Financial Statements



Expenditure Limitations

Limits on Expenditures
▪ Except as otherwise provided in this constitution, no city or 

village shall have the power to loan its credit for any private 

purpose or, except as provided by law, for any public purpose.

▪ The credit of the state shall not be granted to, nor in aid of any 

person, association or corporation, public or private, except as 

authorized in the constitution.

▪ Local governments have no inherent powers and possess only 

those limited powers which are expressly conferred upon them 

by the State Constitution or State statutes or which are 

necessarily implied therefrom.

▪ Local units of government derive their powers of taxation from 

the legislature and such power cannot be exercised except in 

pursuance of express statutory authority.

▪ Provisions specified in a local unit's Charter or Ordinance must 

be followed when those procedures are more restrictive than the 

general statute.



Allowable Expenses

Is this allowable?
▪ Contributions to churches, veterans, non-profit organizations.

▪ Payment of funeral expenses for a person injured on government 

property.

▪ Donations to a private ambulance or EMS service not under 

contract with the governmental unit.

▪ Donations, including use of property or equipment to Little League, 

Scouts, Big Brothers/Sisters.

▪ Donations to community organizations.

▪ Expenses for private road construction or maintenance.

▪ Office refreshments, picnics.

▪ Presents to officials and employees or retirement recognition 

events.

▪ Flowers to the sick or departed.

▪ Mileage of officials and employees to and from their residence to 

the city, township or village hall, county building or meeting rooms.



Budget Concept

Definition of a Municipal Budget
s   

▪ A budget is a plan of financial operation for a given 

period of time. It includes an estimate of proposed 

expenditures coupled with the proposed means of 

financing them.
a

▪ The budget should be seen as a document that is 

generated during the planning phase. Ultimately, when 

adopted this is the financial plan of the municipality.
▪ s

▪ In the State of Michigan, all General and Special 

Revenue Funds are required by law to be budgeted 

annually.

s



Types of Funds

Governmental Funds
• General Fund

• Special Revenue Fund

• Debt Service Fund

• Capital Project Fund

• Permanent Fund

Proprietary Funds

• Enterprise Fund

• Internal Service Fund

Fiduciary Funds

• Pension and Trust Funds

• Agency Funds



Budget Overview

Stages of a Municipal Budget

▪ The annual budget process involves the following three 

phases:

▪ Preparation 

▪ Adoptions

▪ Execution



Budget Overview

Required Data to be included in the Budget:

▪ Prior year actual revenues & expenditures;

▪Current year estimated revenues & expenditures;

▪Upcoming year proposed revenues & expenditures;

▪Beginning and ending fund balance for each year;

• Ending fund balance must be positive

▪An estimate of the amounts needed for deficiency, 

contingent, or emergency purposes;

▪Other data relating to fiscal conditions that may be 

useful in considering the financial needs of the local 

unit.



Budget Overview



Budget Adoption

Legal Requirements for a Budget

▪ An annual budget is required by Public Act 2 of 1968, 

as amended. Public Act 2 differentiates between the 

budget document and the General Appropriations Act.

▪ P.A. 621 of 1978 requires that a budget appropriation 

must be in place before a governmental unit can 

commit to spending money.

▪ The budget document is the informational package 

that is put together by the Chief Administrative Officer 

for the governing body.

▪ The resolution adopting it is referred to as the 

“General Appropriations Act (GAA).”



Budget Adoption

▪ The General Appropriations Act (GAA) represents the 

legal authority for local officials to provide the level of 

services agreed upon by the governing body. 

▪ A GAA is required for any General Fund and any Special 

Revenue Funds; it would violate P.A. 2 to commit the 

local unit to purchase goods or services from general 

fund resources, or from any special revenue fund, unless 

there is a budget in place with an appropriation that 

covers the expenditure.a

▪ This is not the ultimate approval for any specific 

purchase. Individual purchases are subject to the local 

unit’s purchasing policies (approval of prices, amounts, 

vendors,etc.).



Budget Adoption

The GAA should also include:

▪ Property tax levy

▪ Estimated revenues and authorized appropriations “in 

conformance” with the Uniform Chart of Accounts

▪ Specific roles, responsibilities and powers of elected 

and appointed officials

▪ Detailed schedule of the adoption AND the 

amendment process

▪ Legal level of control

▪ Prescribed consequences for violation of the GAA



Budget Execution & Monitoring

Who?

▪ Legislative Body

▪ Chief Admin Officer

▪ Finance Director/Department

▪ Department Heads/Directors



Budget Execution & Monitoring

What kind of data can/should be reported?

▪ Balance Sheet

▪ Revenue vs. budget

▪ Expenditures vs. budget

▪ Special items

• Good news

• Bad news

• Actions needed

• Actions taken

• Unexpected items



Budget Execution & Monitoring



Budget Execution & Monitoring
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Budget Execution & Monitoring



Goals & Policies

What is a Fund Balance Policy?

What are the goals of the community?

▪ Public Safety

▪ Recreation

▪ Roads

▪ New services

▪ Status Quo

▪ Survival



Property Taxes

Formula for property taxes
▪ Taxable Value times Millage Rate

▪ Sounds simple – right?

▪ Headlee

▪ Prop A

Personal Property Taxes are changing

▪ Reimbursement Distributions

▪ Dynamic being implemented

▪ Possible future changes



Revenue Forecasting

Millage Rate Considerations

▪ Headlee Rollback

▪ Value declines due to COVID

▪ Expiring Millage’s

▪ New Millage’s?

• Additional operating millage’s

• Other millage authorized in State statutes

• Voted debt

▪ Are you levying at your Headlee maximum?

▪ Headlee override – requires a vote of the people



New Property Tax Reality
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Revenue Sharing

Two components to Revenue Sharing

• Constitutional

• Statutory

Revenue Sharing resources

• https://www.michigan.gov/treasury/0,4679,7-121-

1751_2197_58826---,00.html

Estimated payments  

• https://treas-

secure.state.mi.us/apps/findrevshareinfo.asp

https://www.michigan.gov/treasury/0,4679,7-121-1751_2197_58826---,00.html
https://treas-secure.state.mi.us/apps/findrevshareinfo.asp


Revenue Sharing

Required Documents/Reporting

• City, Village, and Township Revenue Sharing and 

County Incentive Program Certification (form 4886)

• Citizen’s Guide 

• Performance Dashboard

• Debt Service Report (all funds)

• Projected Budget Report (minimum General Fund)



Long Range Forecasting

Assumptions

• $5,000,000 general fund budget

• Revenue increasing at 1% per year

• Expenditures increasing at 3% per year

• Fund balance is $500,000



5-Year Revenue and Expenditure 

Projections
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Projected Fund Balance
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Planned Approach

By anticipating the problem we can take manageable 

bites of the problem.

▪ Assume that after allowing for a 3% inflationary 

increase, we reduce the budget by $50,000 per year 

which is 1% or less each year.



Planned Adjustment of Revenues
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Planned Fund Balance
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Crisis Approach

Assume that no action is taken except to prevent a 

deficit in any one year.



Crisis Management
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Crisis Management
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Fund Balance Comparison
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General Issues

▪ Be realistic

▪ Avoid one time fixes

▪ Document assumptions

• Population

• Taxable value

• Revenue sharing

• Inflation

• Contractual cost

• Fringes

• Capital cost



Trends

▪ Past trends may be an indicator of the future

▪ Use multiple trends to gauge the community’s financial 

circumstance

• Fund Balance

• Staffing

• Taxable value trends

• Inflation



40

90

140

190

240

2001 2002 2003 2004 2005

City X 
Full Time Employees

Employees

Understanding Data



5

6

7

8

2001 2002 2003 2004 2005

City X
Employees per thousand Residents

Employees per thousand residents



Rate Setting

➢ Establishing proper rates and charges is vital to 

protect your general fund and your community’s well 

being.

▪ When rates are set improperly or infrequently, the 

burden falls on the general fund

▪ Typically under this scenario, the user of the service 

DOES NOT pay their fair share.



Rate Setting

➢ Overview of Bolt v. City of Lansing

▪ December 1998 Supreme Court Case

▪ Declared Storm water Service Fee was a tax under 
the Headlee Amendment

▪ Court established new tests for all fees

▪ Must serve a regulatory purpose (as opposed to a 
revenue raising purpose)

▪ Be proportionate to the necessary cost of the service 
(across customer classes and across time period 
benefited)

▪ Be voluntary 



Rate Setting

General Fund Water & Sewer 

Fund

▪ Taxes

▪ Revenue Sharing

▪ Fees

▪ User fees

Revenue Sources



Rate Setting

Water & Sewer 

Fund

• User fees

Direct System Costs

• Commodity charges

• Meter reading

• Water and Sewer employees

• Equipment

• Vehicles

• Utilities

• Building & Depreciation

• Debt & Reserves

Indirect System Costs

• Accounting

• Treasury

• City Hall costs

• Elected Officials 



Rate Setting

➢ Other Considerations

▪ Include ALL costs to the system

▪ Review & set rates annually

▪ Put the right costs in the right bucket

▪ Rates must bear a relationship to the cost of the 

service

▪ The model or system used to set rates must ensure 

that the amount charged is proportional to the amount 

consumed



Questions?


