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Do: Understand and follow 
Statutory Requirements

 Public Act 2 of 1968, The Uniform 
Accounting and Budgeting Act requires g g g q
the township to develop a budget
 MCL 141.434 – 141.439MCL 141.434 141.439
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Public Act 2 of 1968-
Requirements

 Requires adoption of a budget
 Designates responsibilities among officialsg p g

 Chief administrative officer
 The township board  

 Defines procedures to follow
 Indicates information to be providedp
 Requires budgets to be balanced for each 

fund
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Budget Responsibilities

 The chief administrative officer (supervisor)
 Has final responsibility for budget preparation p y g p p
 Is responsible for presentation of the budget to 

the township board

 Department heads
 Should provide department information to the 

supervisor for budget preparationsupervisor for budget preparation
 Charter townships 150 days
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Budget Responsibilities

 The supervisor transmits the recommended 
budget to the board according to a schedule 
developed by the board
 Charter townships 120 days

 The schedule should allow the township 
board adequate time to review and approve 
th d d b d tthe recommended budget

 The township board may request additional 
i f ti f id ti f th b d tinformation for consideration of the budget
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Budget Responsibilities

 The supervisor shall provide a 
suggested general appropriations act tosuggested general appropriations act to 
implement the budget along with the 
recommended budgetrecommended budget

 The township board holds a public 
hearing prior to final approvalhearing prior to final approval
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Budget Responsibilities
 The township board must pass a general 

appropriations act as formal approval of the 
budget for :
 The General Fund and

E h S i l R F d Each Special Revenue Fund

 The township board determines the amount 
of money to be raised by taxationof money to be raised by taxation
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Adopting the Budget-FollowingAdopting the Budget Following 
Act 2 of 1968
 The required public hearing

 Final changes to the budget

 The General Appropriations Act

 Budget monitoring/amendments Budget monitoring/amendments
8



The Required Public Hearing
H i i t Hearing requirements
 Publish a notice in a newspaper

 General law townships at least 6 days prior to 
the hearing

 Charter townships at least 7 days prior to the Charter townships at least 7 days prior to the 
hearing 

 The notice should include the statement “The 
property tax millage rate proposed to be 
levied to support the proposed budget 
will be a subject of this hearing.” Thewill be a subject of this hearing.  The 
statement must be printed in 11-point 
boldfaced type. 9



Public Hearing (Continued)
A public hearing is never a stand alone 
meeting. It is always an agenda item for a 
regular or special meeting.regular or special meeting.
 The Supervisor opens the public hearing at the 

scheduled time
 Offer brief overview of the proposed budget Offer brief overview of the proposed budget
 Allow citizen comment (can have rules for public 

comment)
Close public hearing Close public hearing  

 A charter township with a fiscal year that is 
the calendar year must have conducted the 
b d bl h b bbudget public hearing by December 15
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Sample Language For Publication:  
 
The (name) Township Board will hold a public hearing on the proposed township budget for fiscal year (year) at 
(location of meeting of public body) on (date) at (time). *The property tax millage rate proposed to be levied to support the 

proposed budget will be a subject of this hearing. A copy of the budget is available for public inspection at (location where py g p p (
copies are available). 
 
Note: This sample budget public hearing notice meets the minimum statutory requirements. The township may 
consider including additional information in the notice, such as summary of major revenues and expenditures 
categories and their proposed appropriations.  
 
Note: It is recommended that all notices published and/or posted contain the following language to comply with The 
Americans With Disabilities Act: 
 
Th ( ) T hi b d ill id bl ili id d i h i f thThe (name) Township board will provide necessary reasonable auxiliary aids and services, such as signers for the 
hearing impaired and audio tapes of printed materials being considered at the meeting, to individuals with disabilities 
at the meeting upon (number of days) notice to the (name) Township board. Individuals with disabilities requiring 
auxiliary aids or services should contact the (name) Township board by writing or calling the following: (List the

11
auxiliary aids or services should contact the (name) Township board by writing or calling the following: (List the 
name, address and telephone number of contact person). 
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Final Changes Before Adoption

 Changes can be made to the budget based 
on public comment at the public hearing 
and/or based on board comments prior to  
adoption of the budget

 Additional public hearings are optional
 The budget can be adopted immediately 

f ll i h bli h i b hfollowing the public hearing, but that may not 
present the best public image. The public 
may believe their comments were ignoredmay believe their comments were ignored.
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Adopting the Budget - The 
General Appropriations Act

 All townships are required to adopt a 
budget prior to the beginning of thebudget prior to the beginning of the 
townships new fiscal year

 If a budget has not been adopted by If a budget has not been adopted by 
the beginning of the new fiscal year 
there is no authorization to spendthere is no authorization to spend 
money. The township stops functioning.
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What Is The General 
Appropriations Act?

 “General Appropriations Act” means the 
budget as adopted by the legislativebudget as adopted by the legislative 
body…
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The General Appropriations 
Act

 Is a financial, operating, and capital 
expenditure plan

 Is the townships written financial policy
 Is required for all funds (except trust and q ( p

agency)  
 Can include rate adjustments on user fees
 Identifies inter-fund transfers
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The General Appropriations 
Act

 Must state the total mills to be levied 
and the purpose for each millage leviedand the purpose for each millage levied

 Must include amounts appropriated for 
expendituresexpenditures

 Must include estimated revenues by 
sourcesource

 Must use (be consistent with) uniform 
h fchart of accounts
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The General Appropriations 
Act

 Must indicate if the budget is adopted 
by line item or activityby line item or activity 

 Establishes administrative 
responsibilitiesresponsibilities
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Format of The General 
Appropriations Act

 Not well defined by state law
 Must use uniform chart of accounts Must use uniform chart of accounts
 Must indicate if the budget is adopted 

by line item or activityby line item or activity 
 Should include property tax millage 

rates  
 Establishes administrative 

responsibilities
19
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Budget Monitoring and Amendments

 The chief administrative officer and township 
board have responsibility for management of 
the budgetthe budget

 Cannot legally spend money without the 
expenditure being appropriated in a budget

 Charter Townships must provided Quarterly 
financials - all townships should consider 
monthlyo t y

 Amendments are approved by a majority of 
the township board, and are recorded in the 
minutesminutes
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Budget Amendments

 Has the township adopted a line item or 
an activity based budget?an activity based budget?

 Most or all amendments are done by 
the township boardthe township board

 Some amendments may be done by the 
chief administrative officer aschief administrative officer as 
authorized in the General 
Appropriations ActAppropriations Act
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Budget Amendments

 Line item budget:
 Any time a proposed expenditure will Any time a proposed expenditure will 

exceed the budgeted line item amount
 Amendment should be completed before the p

expenditure is made/approved
 Some accounting software will inform the clerk 

when a line item is exceededwhen a line item is exceeded
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Financial Policies
 Departmental vs. line item - flexibility 

vs. control (micro-managing)
 Transfers between accounts within 

activities:
 Could limit amount
 Could limit typeyp

 Who is authorized to spend and how 
muchmuch 
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Don’t Forget  to Include 
Statutorily Required Elements inStatutorily Required Elements in 
Budget Presentation

 Estimated Beginning Fund Balance for 
the New Fiscal Year

 Revenues and Expenditures For the 
Prior Fiscal Year; Estimated Amounts forPrior Fiscal Year; Estimated Amounts for 
the Current Year, and Estimate by 
Source and Use for the Ensuing Yearg

 Estimate of ending Fund Balance for the g
Current Year, Amounts Needed for 
Contingencies, and Other Information30



Current Year Budget Actual 
and Projected Results

 Typically Produced Directly from 
Financial Software such as BS&A, FundFinancial Software such as BS&A, Fund 
Balance, etc.

 QuickBooks Users?  Generally have to 
use ‘memorized’ reports and will onlyuse ‘memorized’ reports, and will only 
be able to track only one budget, while 
true governmental software trackstrue governmental software tracks, 
original and amended budgets. 31



Format of Budget Presentation

 Narrative Budget- See appendix of the 
MTA’s Publication, Building a BetterMTA s Publication, Building a Better 
Budget, or David’s web site:
www.pslz.comwww.pslz.com

Columnar Budget also available at the Columnar Budget-also available at the 
above, or is produced by accounting 
software

32
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Columnar Budget Presentation

  actual Budget Anticipated Prop. 2015

2013 FYE 2014 FYE 2014 Budget

Revenue

101-000-401 Property Taxes 146,213.00 145,000.00 150,000.00 151,000.00

101 000 450 Li d P it 5 809 00 2 500 00 2 500 00 2 500 00

  
101-000-450 License and Permits 5,809.00 2,500.00 2,500.00 2,500.00

101-000-539 State Shared Revenue 172,869.00 170,000.00 168,000.00 168,000.00

101-000-600 Charges for Services 410.00 100.00 250.00 0.00

101-000-655 Fines and Forfeits 274.00 100.00 300.00 0.00

101-000-664 Interest Income 3,239.00 2,500.00 3,000.00 2,500.00

101-000-671 Miscell. Revenue
 

 101-000-674 Recycling Revenue 11,235.00 10,000.00 11,000.00 10,000.00

101-000-671 Miscell. Revenue - Other 12,944.00 10,000.00 10,000.00 15,000.00

Total Revenue 352,993.00 340,200.00 345,050.00 349,000.00
33



Narrative Budget
Expenditures Budget By Activity/Cost Center 

 
Township Board—Activity 101 
The township board is the legislative body of township government. The board of 
Township consists of seven members, all of whom are elected for four-year terms. The board 
consists of the supervisor clerk treasurer and four trustees It has the power to adopt ordinances andconsists of the supervisor, clerk, treasurer and four trustees. It has the power to adopt ordinances and 
set township policy. It is the duty and responsibility of the township board to formally adopt the 
township budget after the required public hearing. Expenses include salaries of the trustees, 
association dues, education and training costs, and miscellaneous expenses. 

 
Policy Recommendations for Board Action 
Most policy recommendations are received from the various department headsMost policy recommendations are received from the various department heads.
 
Past Policy Actions Affecting Service Levels or Current Costs 
1. Board voted to collect summer property taxes if requested by any or all of the several school 
districts and/or the intermediate school district.  
2. The board adopted a resolution to levy a 1 percent property tax administration fee on all property 
taxes collected prior to February 15 and a 3 percent late charge on taxes collected after February 14taxes collected prior to February 15, and a 3 percent late charge on taxes collected after February 14, 
with board option to waive any or all such fees in any given year. 
 
Explanation of Changes in Costs 
1. Salaries and Wages--The increase is necessary to provide each trustee with a $500 salary increase. 
2. No other significant changes are anticipated. 
 
Account # Account Actual Prior Year Estimated Current Budget Request 
     Year  
     
702 Salaries-Trustees $ 11,050 $ 10,000 $ 10,500 
711 Social Security -0- 765 803 
740 Operating Supplies 534 1,000 1,560 
950 Seminars & Workshops 3,893 5,000 5,000
951 Memberships & Dues 7,381 7,680 7,910 
 Total $22,858 $24,445 $25,773 
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Do‐Create a “Plan for Fund 
Balance”
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First-Understand what is 
meant by a ‘Balanced Budget’

 From Building A Better Budget by Larry 
MerrillMerrill
 The correct definition of a balanced budget 

is “estimated revenues plus estimated p
current year-end surplus must equal or 
exceed estimated expenditures plus 
estimated current year-end deficit.”

 In other words estimated revenue + 
estimated fund balance – estimated 
expenditures = 0 or more 36



How to Calculate a Year-End Fund Balance

Year end Balance Estimates Made on February 28
Fiscal year July to June

Example A Example B
Surplus Deficit

Element one-Fund Balance Estimate

Fund Balance as of prior Fiscal year (6-30) 75,000$    75,000$    

Revenue as of Current Date 2-28 600,000 600,000
Expenditures as of current date 2-28 (550,000) (550,000)
Change in fund balance through 2-28 50,000 50,000

Fund balance 2-28 125,000 125,000

Estimated revenues balance of fiscal year 150,000 80,000
Estimated expenditures balance of fiscal year (220,000) (220,000)

37
Estimated year end fund balance 6-30 55,000$    (15,000)$   



Next-Why do we have fund 
balance?

 Operational needs 20-25% of budget 
generally is sufficient, although may begenerally is sufficient, although may be 
higher depending on other factors like 
economic dependency and fiscal yeareconomic dependency and fiscal year

Savings for specific purpose Savings for specific purpose

 Use of other “rainy day funds”
38



Finally-Allocate Fund Balance 

 GASB 54- Dictates That Fund Equity Fall 
into One of These Categories:into One of These Categories:
 Non Spendable
 Restricted Restricted
 Committed
 Assigned Assigned
 Unassigned
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Fund Balance Allocations

 Restricted and Non Spendable 
Categories all done by ‘default’ e.g.Categories all done by default  e.g. 
trust corpus (non spendable), Special 
Revenue Fund Balance.Revenue Fund Balance.

Committed must be done by formal Committed - must be done by formal 
action of Board, (resolution/ordinance), 
Assigned by Intent of the BoardAssigned-by Intent of the Board.
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Allocations of Unrestricted 
Fund Balance

 Intent of Board for purposes of 
“Assigned” may be difficult to discern -Assigned  may be difficult to discern 
give authority to Supervisor or Officers 
in Budget Resolution?in Budget Resolution?

“Unassigned” Category is default for “Unassigned” Category is default for 
Fund Equity not “Restricted”, 
“Committed” “Non Spendable” in the“Committed”, “Non Spendable”, in the 
General Fund only 41



Other Requirements 

 Township must use “modified 
accrual” method of accounting, and 
f f

g
“fund system” for “governmental 
operations”

 State requires use of it’s “Uniform q
Chart of Accounts”
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Do-Adopt Budgets for All 
Funds Requiring BudgetsFunds Requiring Budgets 
Under State or Local Law

 General Fund and Special Revenue
Funds must have annual budgets.

 Debt Service Capital Projects and Debt Service, Capital Projects, and
Proprietary Fund Budgets are optional

 Some Townships have ordinances or
li i i i l b d t f llpolicies requiring annual budgets for all

funds 43



Special Revenue Funds
External restrictions:
Voted millage special revenue funds
St t t li l f t b ildi dStatutory-liquor law enforcement, building code

revenues
Internal restrictions:
Budget stabilization fund (MCL 141.441)
Public improvement fund (MCL 141.261)
T hi i t l i (MCL 41 735b)Township improvement revolving (MCL 41.735b)

All require budgets outside of the general fundAll require budgets outside of the general fund
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Don’t Use Account Numbering 
Systems other than State UniformSystems other than State Uniform 
Chart of Accounts
The Michigan chart of accounts  uses nine 
digits, with an option for an additional g p
three numbers for “sub accounts”:
 The first three digits indicate the fund g

number.
 The next three indicate the department 

(no departments for balance sheet 
accounts or revenues).

 The last three digits are line item.
45



Structure of Uniform COA
 XXX fund number, for example, the general

fund is 101
XXX department number for revenues XXX department number, for revenues,
balance sheet accounts (assets, liabilities and
equities), the department number is 000.
E dit t t t ith 101 hi h iExpenditure accounts start with 101, which is
the township board

 XXX account number - under the state’saccou t u be u de t e state s
uniform system, asset accounts are 001-199,
liability and equity accounts are from 200-
399, revenues are from 400-699, expenditure399, revenues are from 400 699, expenditure
accounts are from 700-999
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State Cha t of Acco ntsState Chart of Accounts

101-000-001 General Fund Cash
206-000-001 Fire Fund Cash
101-253-706 Treasurer's Salaryy
206-336-706 Fire Fund Salaries
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Michigan Uniform Chart of 
Accounts

Structure is left mostly up to individual 
governmental units; only a limited number of 
“required accounts”:
 Revenues - 401 Taxes, 450 Licenses and 

Permits, 501 Federal Grants, 539 State 
Grants, 580 Contribution from Local Units, 
600 Charges for Services 655 Fines and600 Charges for Services, 655 Fines and 
Forfeits, 664 Interest and Rents, 671 Other 
Revenue

48
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Michigan Uniform Chart of 
Accounts

Only six mandatory expenditure line 
items:items:
 701 Personal Services, 726 Supplies, 800 

Other Services and Charges, 970 Capital g , p
Outlay, 990 Debt Service, 999 Transfer Out

 Must balance simplicity with needs of the 
township.  More accounts may be 

49

necessary to assist in budgeting and 
analysis.



State Uniform Chart of 
Accounts

 The web address to obtain this 
publication:p

http://www.michigan.gov/documents/unif
ormchart 24524 7 PDFormchart_24524_7.PDF
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Do Create a formalized  
B dget De elopment P ocessBudget Development Process 

 The supervisor should:
 Develop: forms to compile budget Develop: forms to compile budget 

requests from departments, 
Create: a budget calendar working Create: a budget calendar, working 
back from the date when the board 
should adopt the budget andshould adopt the budget and,

 Prepare: a budget narrative. 
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Use of Budget Forms

 Encourage departments:
 to compile as much historical data on to compile as much historical data on 

each line item as possible to develop 
trendstrends,

 to evaluate programs and operations 
within their department andwithin their department and,

 to use a narrative to explain 
f hsignificant changes or new program 

requests. 52



Alpha Township
2014 Budget Worksheet

Operating Supplies

     Department No.          
Department Name     Department Name

     Line Item Number

2012 Budget Request
2013 Budget Request

Planned Significant Expenditures:

Activity Amount Description



Budget Calendar
Activity

 Forms developed
 Informational meeting with department heads      

Completed
Date
Date

 Departments submit budget recommendations          
 Recommendations compiled by chief 

administrative officer     

ate
Date
Date
Date

 Budget meetings with department heads                     
 Recommended budgets delivered to township 

board  
Township board reviews and adopts tentative

Date
Date

 Township board reviews and adopts tentative 
budgets                

 Public hearing(s)
 Township board adopts general appropriations

Date
Date
Date  Township board adopts general appropriations 

act
39



Budget Narrative
 Short range policies with budgetary impacts
 Components in the township’s capital 

improvement plan that will be implementedimprovement plan that will be implemented
 Mandated costs i.e. salaries and wages, debt 

service
 How to handle wage increases
 Fringe benefit formulas

New revenue sources New revenue sources
 Directions to hold the line or propose new 

programs
 Three to five year projections for capital 

outlays 55



Do‐Using Your Software toDo Using Your Software to 
Automate Data Collection And 
“ ll ” d“Drill Down” into Revenues and 

ExpendituresExpenditures
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Fund Balance Software
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BS&A
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GL Number Description YTD As Of 06/30/2010 2009‐10 Projected 2010‐11 Requested
2010‐11 

RECOMMENDED
2010‐11 

APPROVED

‐‐‐ Appropriations ‐‐‐
101‐441‐740.000 OPERATING SUPPLIES 14,804.56 6,650.00
101‐441‐740.103 SUPPLIES ‐ SPRING CLEAN UP 1,960.28 10,000.00
101‐441‐778.000 EQUIPMENT MAINT SUPPLIES 0.00 0.00
101‐441‐780.000 SEWER MAINTENANCE SUPPLY 0.00 0.00
101‐441‐801.000 PROFESSIONAL/CONSULTANT 0.00 0.00
101‐441‐805.000 TREE TRIM/LAWN MAINT 0.00 0.00
101‐441‐810.000 CONTRACT RUBBISH 935,074.71 948,350.00
101‐441‐811.000 INCINERATOR 190,584.77 230,000.00
101‐441‐813.000 WEED CUTTING 271,394.06 275,000.00
101‐441‐815.000 BOARD UPS / CLEAN UPS 8,017.36 35,000.00
101‐441‐850.000 TELEPHONE 9,515.43 8,000.00
101‐441‐920.000 UTILITIES 4,738.22 3,500.00
101‐441‐926.000 STREET LIGHTING 489,664.83 435,000.00
101‐441‐931.000 BUILDING MAINTENANCE 1,415.99 1,500.00
101‐441‐933.000 EQUIPMENT MAINTENANCE 1,470.38 1,500.00
101‐441‐942.000 BUILDING RENTAL 20,000.02 20,000.00
101‐441‐943.000 EQUIPMENT RENTAL 0.00 0.00
101‐441‐947.000 MOTOR EQUIPMENT RENTAL 75,600.00 75,600.00
101‐441‐958.000 SUBSCRIPTIONS/MEMBERSHIPS 0.00 0.00
101‐441‐960.000 EDUCATION/TRAINING 0.00 0.00
101‐441‐974.000 CAPITAL IMPROVEMENTS 0.00 0.00
101‐441‐974.100 VEHICLES 0.00 0.00
101‐441‐977.000 EQUIPMENT 0.00 0.00

Total Appropriations: 2,024,240.61 2,050,100.00 0.00 0.00 0.00
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Pontem
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QuickBooks
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Don’t-Use last year’s budget 
numbers solely as a basis for thenumbers solely as a basis for the 
proposed budget
 Look at trends in revenues and 

expendituresexpenditures

Use the budget process to review rates Use the budget process to review rates 
charged for services, and capital needs

 Evaluate programs and services
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Financial Trends Projections
 Revenue Indicators Revenue Indicators

 Declining or increasing state shared revenues
Declining or increasing growth in property Declining or increasing growth in property 
taxes
Decreasing or increasing revenues from user Decreasing or increasing revenues from user 
charges

 Expenditure Indicators Expenditure Indicators
 Increasing net operating costs

Increasing number of employees Increasing number of employees  
 Increasing fringe benefit costs  71



Financial Trends Projections

 Operating Position Indicators
 Consistent enterprise fund loses Consistent enterprise fund loses
 Declining general fund unassigned fund 

balancebalance

 Capital Indicators
Declining level of expenditures for Declining level of expenditures for 
maintenance and repair

 Decline of capital outlay Decline of capital outlay

72



Evaluating 
Programs/Operations

Spend time with the board/department Spend time with the board/department 
heads  evaluating programs and services.  
Suggestions:gg
 Capital outlays
 Contracting existing services
 Technology improvements
 Service enhancement/elimination
 Central purchasing
 Changes in staff
 Changes in compensation  
 Fringe benefit costs 73



Evaluating 
Programs/Operations
 Review insurance Review insurance

 Increase deductibles

 Request proposals for professional services Request proposals for professional services
 Attorney
 Engineerg ee
 Auditor
 Planner

 Charge backs
 Water/sewer
 Fire/police
 Building Department (PA 245 of 1999) 74



Evaluating 
Programs/Operations
 Millage rates 
 Other fees

 Property tax administration fee
 3% penalty
 Permits
 Cemetery

H ll t l Hall rental

 Water/sewer rates
S t i t it System integrity

 Cost of service study 75



Do‐Understand How TaxDo Understand How Tax 
Millage Rollbacks Work
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Property Tax Revenues

 Taxable value v. Assessed value
 Millage rate=$1 00 of revenue for every Millage rate=$1.00 of revenue for every 

$1,000 of taxable value
Example: 1 50 mills on taxable value of Example: 1.50 mills on taxable value of 
$50,000=$75.00 of revenue
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“Headlee” Rollback
 Constitutional - permanent reduction in 

authorized tax rates
 “Compound millage reduction fraction”:

Prior year CMRF x current year millage 
ed ction f actionreduction fraction

 Current year reduction fraction 
determined by equalization but formuladetermined by equalization, but formula 
is: (prior year TV-current yr losses)* 
inflation rate/current year TV-current 

dditiyear additions 
78



Truth In Taxation Rollback
 State law used as a mechanism to 

ensure that local units do not receive 
any additional revenues fromany additional revenues from 
assessment increases without holding a 
public hearingpublic hearing

 Formula: prior year TV-current yr 
losses/current year TV-current year 
dd l l d badditions  note: calculated by 

equalization
Can set millage higher if hold public Can set millage higher if hold public 
hearing   79



Rollback Calculations
2014 NET EFFECTIVE  2014 NET EFFECTIVE  
TAXABLE VALUE

2013
55,000,000.00             Max Rate 2013 Max Rate  Max Rate Revenue Revenue Increase

2013 After CMRF With 2014 W/O With Without With2013 After CMRF With 2014 W/O With Without With
Millage Type Tax Rate Rollback  Hearing (T in T)  Hearing  Hearing  Hearing  Hearing

 
 

Operating:   Operating:   
General Fund 1.0943 1.0943 0.9937 1.0874 0.9752 1.0671 59,807.00       58,690.50     1,116.50  
Fire 2.9649 2.9649 0.9937 2.9462  2.8913 162,041.00     159,021.50   3,019.50  

 
Total 4 0592 4 0592 4 0336 3 9584 221 848 00     217 712 00   4 136 00  Total 4.0592 4.0592 4.0336 3.9584 221,848.00     217,712.00   4,136.00  

Debt
Drains 0.2704 0.2704 0.2900 0.2636 15,950.00       14,498.00     1,452.00  

Total 0.2704 0.2704 0.2900 0.2636 15,950.00       14,498.00     1,452.00  

Grand Total 4.3296 4.3296 4.3236 4.2220 237,798.00     232,210.00   5,588.00  

2.41%
80
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