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TODAY’S TOPICS

@ Roles of commissioners, administrators, and residents in the budget process

@/ ow rules and fund accounting shape decisions
@ How state laws and regulations affect the budget process

(\_)/ Tradeoffs: the key challenge of budgeting
 capital planning
» relationships between parts of the budget

Help you more effectively develop priorities, understand
obligations, ask questions, answer resident questions, and ensure
fiscal responsibility



EVERYONE HAS A ROLE IN THE
BUDGET PROCESS

Residents Commissioners

* EXpress needs and priorities
 Hold government and elected officials accountable
Administrator/Executive Branch V
e Develop budget document
 Manage and implement the budget and associated processes

* Maintain appropriate controls, systems, and regulatory
reviews

Commissioners
 |_eqgislative oversight and annual approval of balanced budget
* Monitor ongoing spending, revenue, trends
* Principal connection between residents,
administrator/executive, and the budget

Administrator/
Executive Branch

Residents



SOUNDS SIMPLE, RIGHT?

Commissioners are in a unique place:

you'’re not In the day-to-day details
you’re publicly accountable

county structure and the structure of the
budget isn’t intuitive

government budgets operate differently from
a household or business budget, so there
aren’t always natural connections

county budgets are big and choices seem
both limited and infinite



WHERE DO YOU START?

Most of us start with something we know, but
that can be counterproductive

Keeping your focus at a higher or
structural level improves oversight,
accountability, and fiscal stability




STRUCTURAL LIMITS AND RULES

* Required to be balanced (can include dipping into reserve funds to balance)

* Divided into funds for accounting purposes (distinct from private sector, guidelines from GASB)

GOVERNMENTAL FUNDS

o Everything that isn’t in a proprietary or fiduciary fund.
o examples: General Fund, capital project, debt service

PROPRIETARY FUNDS
o BUSINESS-TYPE ACTIVITIES; COSTS ARE EXPECTED TO BE COVERED BY FEES; NO TRANSFERS
o example uses: water and sewer, internal service funds, airport, etc.

FIDUCIARY FUNDS

o account for resources held by a trustee or agent; not directly controlled
o example uses: taxes collected on behalf of other units through millages; OPEB and pension funds, etc.

« Within the funds there are additional structures to spending - you can’t just spend the total amount
on activities consistent with the fund purpose. Money in a fund may be restricted, unrestricted,
assigned, unassigned

* You may also carry a balance in a fund (aka rainy day fund) - use of this is typically governed by a
policy. This is important as the economy changes, public pressure to reduce taxes rises, or other
priorities arise.



https://gasb.org

STRUCTURAL LIMITS AND RULES

In addition to standards and best practices set out by GASB, the Municipal Finance Act, and the Uniform i i
Budget act, there are other structures that shape county budget
MANDATES FROM THE STATE
o “agents of the state”
o power limited to what you’ve been given permission to do; often service level isn’t specified
COUNTY ELECTED OFFICIALS
o POWER OF THE PURSE, Co-employer relationship
o They have a countywide constituency
TAX & EXPENDITURE LIMITS: PROPOSAL A, HEADLEE, AND BOLT
o Proposal A: separates taxable value and assessed value; limits growth of taxable property value
o Headlee has 2 important features for county budgets: limits assessments, taxation and growth of
property tax revenue; governs unfunded mandates

o Bolt v. Lansing established “test” for whether something is a tax or user charge

Within these limits and the interests of your residents
and community, you have to balance competing
priorities and short-term and long-term needs


https://micounties.org/wp-content/uploads/Primer-on-the-Headlee-Amendment-McGow.pdf

CHALLENGES THAT CUT ACROSS FUNDS
AND SERVICES

* Planning for capital needs and long-term replacements (building and facilities
Mmaintenance, equipment and major technology updates, etc.), especially as fiscal
pressure increases

 The sheer size and scope of the budget and understanding how things are related

* Interactions between pieces of the budget: cutting in one place might raise costs in
other places

* Matching the needs of the county to the funding sources available (e.g. recurring
vS. one-time dollars)

e Others?




STATE LIMITS ON REVENUE
MANDATES

BUDGETING & RESIDENT NEEDS &

ACCOUNTING RULES PREFERENCES

OPERATIONAL

NEEDS INTERRELATED
SERVICES

UNEXPECTED SHOCKS:
ECONOMIC CHANGE,
INFRASTRUCTURE
FAILURE, DISASTERS

SHORT-TERM
VS. LONG-TERM



EXAMPLE QUESTIONS THAT CAN HELP
YOU BALANCE PRIORITIES & THE BUDGET

 What'’s our policy on using general fund balance for this?

* Are there restrictions on accepting this funding? What are they?

 Does our rate structure cover our annual operations and capital needs? Over what time
period?

 Once grant funds end, what are our plans? Will we continue the service? If so, where will the
funds come from?

 Where does this fit in our strategic plan?

« Are there other parts of the budget connected to this service or fund?

e Can we sustain this spending with our current revenue? With less revenue?

* |s the activity consistent with the type of fund in which it’s accounted for?

 What alternative revenue options are there to raising taxes or raising rates?

What other questions can you think of?




What else would help you
understand your role In the
budget process?



r

OUR TEAM

MSUE Center for Local Government Finance and Policy

A partnership between the MSU Department of Agricultural, Food, and Resource Economics and MSU Extension, founded in 2015 to
support communities in their efforts to efficiently deliver critical public services that promote health, safety, and well-being. The Center
works to enhance decision-making for public officials in commmunities of all sizes through research, partnership, and education.

* History of working with MAC and MACAQO, including New Commissioner School & Midterm Essentials

* Recent articles and reports on local government include work on property tax, water infrastructure financing, fiscal sustainability for
local governments

« Current partnerships include: Fiscally Ready Communities with M| Treasury; Leading Rural Michigan with LEO/Office of Rural
Prosperity; County-specific strategic planning and education sessions

Eric Walcott = Erika Rosebrook, Ph.D.

Senior Specialist, MSU Extension Government & 1 ‘ Director, MSU Extension Center for Local Government
Community Vitality Team ‘ Finance & Policy

Lead: Fiscally Ready Communities; MAC New ! -4 Faculty, Department of Agricultural, Food, & Resource
Commissioner School & Midterm Essentials 3 Economics

Co-Author: Guide to Michigan County Government; | Former Asst. County Administrator, Ottawa County;
County Government at Work : Assoc. Director, Governor’s Office of Urban Initiatives

walcott3@msu.edu rosebroo@msu.edu
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