
 

 

 

 

 

 

 

 

 

  



                                         Citizen’s Guide to Finance and Budget 
 Revised 11/29/2022 

 

2 
 

Overview ......................................................................................................................... 3 

Revenues ........................................................................................................................ 4 

How are City Fees and Charges Determined? ............................................................ 4 

Revenue Highlights ...................................................................................................... 4 

Expenditures ................................................................................................................... 7 

Expenditure Highlights ................................................................................................. 7 

What is Fund Balance? .............................................................................................. 10 

Obligations .................................................................................................................... 13 

Pension Costs ........................................................................................................... 13 

Retiree Health Costs (OPEB/VEBA) .......................................................................... 14 

Debt ........................................................................................................................... 15 

Financial Projections ..................................................................................................... 16 

Job Classifications and Wage Rates of Transportation Employees .............................. 17 

Appendix A- Detailed Listing of Annual Debt Requirements ......................................... 18 

 

  



                                         Citizen’s Guide to Finance and Budget 
 Revised 11/29/2022 

 

3 
 

Overview 

In our continuing efforts to improve City of Ann Arbor budget communications and education, the 
Ann Arbor Citizen’s Guide to Finance and Budget was created to increase transparency with 
financial information and the budgeting process. We would like to help citizens better understand 
the complex efforts underway to maintain a balanced budget while also balancing service needs 
and expectations.  This guide is available as a web resource.  We encourage you to visit our 
website at the following URL:   

http://www.a2gov.org/departments/finance-admin-services/financial-reporting/budget-
guide/Pages/default.aspx   

In accordance with 2022 Public Act 166, the City of Ann Arbor includes in its Citizen’s Guide the 
following: 

1. Most Recent local finances (preliminary results presented) 
2. Detail of the City’s unfunded liabilities for pension and retiree health care benefits;  
3. Performance Dashboard (issued separately);  
4. A detailed listing of debt service requirements including the issuance date, issuance 

amount, type of debt instrument, a listing of all revenues pledged to finance debt service 
by debt instrument, and annual principal and interest payments for each separate debt 
service from the current fiscal year until maturity.  

5. A projected budget report for fiscal year 2022 and a forecast of fiscal years 2023, 2024 
and 2025 for the revenues and expenditures of the City’s General Fund along with an 
explanation of assumptions used in the forecast; and 

6. In compliance with Public Act 51 of 1951, as amended, the City has included job 
classification and wage rates for active transportation employees. 

The Ann Arbor Citizen’s Guide to Finance and Budget, in conjunction with the Performance 
Dashboard report-at-a-glance, fulfill the requirement of Accountability and Transparency.  We 
encourage you to visit the City’s website to review the Performance Dashboard at the following 
URL: 

https://www.a2gov.org/departments/finance-admin-services/financial-
reporting/Pages/CVTRS.aspx 

We welcome all questions and appreciate your feedback.  Please e-mail questions or feedback 
to Tami Cook, Accounting Services Manager, at tcook@a2gov.org.  

 

http://www.a2gov.org/departments/finance-admin-services/financial-reporting/budget-guide/Pages/default.aspx
http://www.a2gov.org/departments/finance-admin-services/financial-reporting/budget-guide/Pages/default.aspx
http://www.a2gov.org/departments/finance-admin-services/financial-reporting/performance-dashboard/Pages/default.aspx
http://www.a2gov.org/departments/finance-admin-services/financial-reporting/performance-dashboard/Pages/default.aspx
mailto:tcook@a2gov.org
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Revenues 
 
How are City Fees and Charges Determined?  

The city charges a range of fees for services provided to residents and businesses. These fees 
are imposed as a result of public use, such as recreational services, rentals, water utilities and 
other types of services. 

The method for establishing fees and the extent to which they recover the cost of the service 
provided, is consistent with the recommendations of the Government Finance Officers 
Association (GFOA) and National Advisory Council on State and Local Budgeting (NACSLB). 
Each year during the budget process, staff review the fee structure to ensure the amount charged 
approximates the cost to deliver that service. 

Of the city’s total revenue budget, 10% is comprised of fees charged for services provided to 
citizens.   

Revenue Highlights 

Below is a chart representing how the City's funding sources are distributed for fiscal year 2022 
(preliminary results presented) for governmental funds (General, Special Revenue, Debt Service, 
Capital Projects, and Permanent funds).  Our governmental funds continue to rely heavily on tax 
dollars and state-shared revenue.  

 

 

Taxes 
50%

Licenses & permits 
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In the year over year comparison below, the City has experienced a 5% increase in its largest 
revenue source, Taxes.  Decreases were seen in Federal and Other revenues. The substantial 
decrease in interest was the result of poor market conditions.   
 

 

This chart outlines the changes in revenue per capita for each category between fiscal years 2021 
to 2022 (preliminary results presented): 
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The following chart illustrates the history of revenue for governmental funds for the last ten fiscal 
years 2013 – 2022 (preliminary results presented).  In 2019, $60 million in bonds were issued 
casusing the notable increase. 
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Expenditures 

 
Expenditure Highlights 
 
On the next page is a chart representing how the City spent its budget for fiscal year 2022 

(preliminary results presented) for governmental funds (General, Special Revenue, Debt Service, 

Capital Projects, and Permanent funds).  Public Safety continues to be the largest use of our 

resources.  The categories are defined as follows: 

 

General Government 
This represents service units such as Mayor & Council, City Administration, City Clerk, 
District Court, City Attorney, Finance, Human Resources and other administrative costs.   
 

Police & Fire 
This represents service units for Police and Fire.   
 

Other Public Safety 
This represents the Planning & Development service unit expenditures related to building 
inspections.   

 
Roads 

This represents the expenditures related to road construction, repair and maintenance.   
 
Other public works 

This represents costs associated with facility management, street lighting, hydropower 
operations, and customer service related to General Fund collection activities.   

 
Public Transportation 

This represents the transfer to the Ann Arbor Area Transportation Authority.  
 
Community & Economic Development 

This represents the human services funding for community development.  
 
Recreation & Culture 

This represents the expenditures associated with recreation facilities and administration 
of park programs.   

 
Capital Outlay 

This represents capital outlay including projects for which the City issued a bond. 
 
Debt Service 

This represents the principal and interest paid on the City's general obligation debt. 
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The chart below reflects the year over year changes in expenditures.  
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This chart outlines the changes to expenditure per capita in each category of expenditure: 

 

The following chart illustrates a history of expenditures for governmental funds for the last ten 
fiscal years 2013 – 2022 (preliminary results presented): 
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Position 
 
What is Fund Balance?  

Fund balance is an accumulation of revenues minus expenditures. Each fund maintained by the 
city has a separately calculated fund balance. Fund balance can be used in future years for 
purposes determined by City Council. To understand fund balance, it is important to understand 
fund accounting. Fund accounting is unique to the public sector (i.e. governments, schools, etc.) 
and requires separate self-balancing accounting entries to track each fund’s revenues and 
expenditures. Funds are created for various reasons and separated into fund types which dictate 
the accounting rules that apply (i.e. basis of accounting can be full accrual or modified accrual).  

Funds are typically restricted in use by Michigan law, the City Charter and local ordinances to 
assure they are used for their intended purposes. The source of funding generally determines the 
restriction applicable to funds and thus the fund type. The city has more than 50 such distinct 
funds.  

Expenditures for each fund are authorized through the budget process, which requires approval 
of the service area administrators, the city administrator, and, ultimately, City Council. The 
managers of the service units operating within the funds typically oversee approval of 
expenditures throughout the fiscal year. Expenses are audited annually to ensure compliance. 

Any surplus revenues in excess of expenditures at the end of a fiscal year fall to fund balance 
within that fund. Each day, these funds are invested in the city’s pool of invested funds and earn 
interest in proportion to their participation in the pool. Fund balance from any fund can be re-
appropriated for future use through the budget process, but the existing restrictions continue to 
apply. 

This chart reflects how the City's fund balances are restricted for use. 

 

33,874,473 

95,404,115 

456,757 

4,051,877 2,114,273 

FY 2022 Fund Balance by 
Governmental Fund Type 
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This chart is a ten year history of the City's fund balances of all governmental funds. 

 

Fund Type Definitions 

General Fund 
 

The chief operating fund of a state or local government. All a government’s financial 
activities should be accounted for in the general fund unless there is a compelling reason 
to report an activity in some other fund type. 

 
Special Revenue Funds 
 

This fund type may be used to account for the proceeds of specific revenue sources (other 
than those from expendable trusts or for major capital projects), which are legally restricted 
to expenditure for specified purposes. In practice, this definition encompasses legal 
restrictions imposed by parties outside the government as well as those imposed by the 
governing body. Examples of these funds include specific tax millages for Streets and 
Parks, state-shared revenue of Gas and Weight taxes for road maintenance, and Federal 
and State grants.  
 

Capital Projects Funds 
 

This fund type may be used to account for the proceeds of money set aside for the 
construction of an asset such as a building. Generally, revenue sources are from the sale 
of bonds which are legally restricted to expenditures for specified purpose listed in the 
bond sale. 
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Debt Service Funds 
 

This fund type is used to account for the payment of the city’s non-Enterprise fund 
debt. The revenue for this fund comes from a dedicated tax millage specifically for debt 
retirement as well as transfers in from other funds. 
 

Enterprise Funds 
 

This fund type may be used to account for operations (a) that are financed and operated 
in a manner similar to private business enterprises – where the intent of the governing 
body is that the costs of providing goods or services to the general public on a continuing 
basis be financed or recovered primarily through user charges; or (b) where the governing 
body has decided that periodic determination of revenues earned, expenses incurred, 
and/or net income is appropriate for capital maintenance, public policy, management 
control accountability, or other purposes.  Funds such as Water and Sewer are Enterprise 
funds. 
 

Internal Service Funds 
 

May be used to account for the financing of goods and services provided by one 
department to other departments of the governmental unit, or to other governmental units, 
on a cost-reimbursement basis. It is used if a government intends to recover the full cost 
of providing a service (including depreciation expense) through interdepartmental 
charges. Funds such as Information Technology and Fleet Services are Internal Service 
funds. 
 

Trust and Agency Funds 
 

These funds are used to report assets held in a trustee or agency capacity for others and 
therefore cannot be used to support the government’s own programs. Funds, such as the 
Pension Trust fund, are a Trust fund type. 
 

Component Units 
 

Legally separate organizations for which the elected officials of the primary government 
are financially accountable, such as the Housing Commission or the Downtown 
Development Authority. 
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Obligations 
 
 Pension Costs 
 
The City pension charge is a required expenditure for any government that has a defined benefit 
pension plan for its employees. The defined benefit pension plan at the City of Ann Arbor 
requires contributions from both the employee and employer. The amount of the employer’s 
share is determined annually by an actuarial valuation. The employee’s share is set by City 
ordinance.  In January of 2017, a hybrid pension plan took effect for non-Police and Fire 
employees.  For budget purposes, the City uses a percentage from the actuary report and 
applies it to wages to determine each service unit’s share of the Actuarially Determined 
Contribution (ADC). The entire ADC is what the City is required to pay each year to the Pension 
Trust fund. 
     
 

 
 

 

The City's Retirement System was 100% funded in 2021, but market conditions deteriorated in 
fiscal year 2022, resulting in an updated funded status of 89.77%. 
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Retiree Health Costs (OPEB/VEBA)  

The city pays the health care costs of its retired employees. Historically, the common practice 
was to “pay-as-you-go” rather than pre-funding based on actuarial valuation. In 1999, the city 
Council and the Pension Board established a Voluntary Employee Benefit Association (VEBA) 
agreement and an associated trust fund to start pre-funding the ever-increasing costs associated 
with this benefit. As a result, in addition to funding the insurance premiums for retiree health care 
each year, the city now sets aside funds in a VEBA trust fund to pay for the future costs of retiree 
health care. In 2011, City Council passed a resolution directing staff to pursue a reduced plan for 
new hires.  The effect of this policy change will substantially reduce this liability in future years. 

For budget purposes, the city uses a percentage from the actuary and applies it to wages to 
determine each service unit’s share of the pre-funding portion of the Actuarially Determined 
Contribution (ADC). The remaining amount (or the “pay-as-you-go” insurance premiums) is 
charged to each service unit based on the retirees that served in that unit while they were 
employed. The City has a policy that “superfunds” the VEBA trust and requires at least 2% more 
contributions than the prior year, even if the ADC decreases.  As indicated in the chart below, 
the gap is shrinking. 
 
As of June 30, 2022 the City of Ann Arbor funding status was 76.2%.  
 
 

 
 

 
 

 
 
 

 -

 50,000,000

 100,000,000

 150,000,000

 200,000,000

 250,000,000

 300,000,000

 350,000,000

Jun-
13

Jun-
14

Jun-
15

Jun-
16

Jun-
17

Jun-
18

Jun-
19

Jun-
20

Jun-
21

Jun-
22

 Assets  Actuarial Liability



                                         Citizen’s Guide to Finance and Budget 
 Revised 11/29/2022 

 

15 
 

 
This chart represents the last two fiscal years for pensions and other post-employment retirement 
benefits. The combined liability was 85.4% funded for fiscal year 2022. 
 

 
 
Debt  

The chart below represents a ten year history of the City of Ann Arbor's General Obligation debt 
and Accrued Compensated Absences. The increase in 2019 reflects the sale of bonds for the 
DDA pedestrian improvements to Huron Street and William Street. This annual debt service will 
be paid by the Downtown Development Authority (DDA) from tax revenues captured for the DDA.  

The City does not issue debt to finance ongoing operations.  The structured debt represents 
bonds sold for capital improvements and does not included any revenue bonds related to Water 
and Sewer projects, which are not supported by tax dollars.   

Employee compensated absences represent the liability for the accrued vacation, sick and 
compensatory time off for City employees.   

For a detailed listing of debt obligations, please see Appendix A. 
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Financial Projections 
 

Below is the adopted budget report for fiscal year 2022 and a forecast of fiscal years 2023, 2024 
and 2025 for the revenues and expenditures of the City’s General Fund along with an explanation 
of some assumptions used in the forecast.  
 

 

 
 
The assumptions used in the above forecast are as follows: 
 

Revenues 
Tax Revenues are forecasted to grow modestly per estimated change in Taxable Value from 
the City Assessor.  The other revenue sources are forecasted for moderate increases into 
future years.   

 
Expenditures 

Personnel and Fringes are forecasted to grow approximately 3% each year for inflation 
and adjusted for anticipated temporary staffing for elections.  The City is assuming a 
constant level of FTEs.  The remaining expenditures are forecasted with known 
increases/decreases based on projected operations with minimal increases based on 
inflation for future years. 
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Job Classifications and Wage Rates of Transportation Employees 
 

 
 

0021 Major Streets Fund  
 
  

PositionTitle FTEs Annual Amount 

000400-Budget Analyst 0.3   27,758.91  

000960-GIS Specialist 0.0   1,914.51  

000970-Engineering Analyst I 0.3   23,097.34  

110014-Admin Assistant Lvl 1 1.0   65,621.24  

110044-Admin Assistant Lvl 4 0.7   76,708.80  

110054-Admin Assistant Lvl 5 0.4   43,344.29  

110700-Inventory Control Account 0.1   3,040.14  

112014-Civil Engineering Spec 3 0.3   25,822.67  

112034-Civil Engineering Spec 5 0.5   68,885.54  

112724-Field Oper Tech III - Com 5.1   481,092.94  

112744-Field Oper Tech V - Comm 2.7   365,281.24  

112804-Field Oper Tech I - Infra 2.2   169,809.27  

112814-Field Oper Tech II - Infr 1.3   112,696.52  

112824-Field Oper Tech III -Infr 1.0   106,474.96  

112834-Field Oper Tech IV - Infr 3.3   397,013.53  

192120-Public Works Supv III 1.0   145,280.00  

192130-Field Operations Supv IV 0.2   34,335.00  

192160-Signs/Signal Supv IV 0.8   102,216.00  

401140-Field Op Asst Manager 0.4   72,117.15  

401330-Civil Engineer V           0.2   25,784.30  

401710-GIS Analyst 0.1   13,097.03  

401760-Application Specialist 0.2   23,268.46  

401870-Systems Plan Analyst II 0.1   13,880.29  

403180-Office Manager 0.2   23,067.69  

403450-Field Operations Manager 0.2   44,624.02  

403600-Transportation Eng II 1.8   212,368.31  

403830-Systems Planning Eng IV 0.1   19,723.44  

403840-Civil Engineer IV 2.0   296,186.13  

403880-Private Development Coord 0.0   4,203.27  

404030-Transportation Program Mg 0.4   75,175.24  

404560-Transportation Manager 0.8   118,408.48  

Major Streets Fund Total  27.4   3,192,296.72  

 

 
   

0022 Local Streets Fund  
 
  

PositionTitle FTEs Annual Amount 

000960-GIS Specialist 0.0   956.21  

000970-Project Mgmt Analyst 0.3   27,214.82  

112014-Civil Engineering Spec 3 0.0   4,067.09  

112724-Field Oper Tech III - Com 0.8   74,600.71  

112804-Field Oper Tech I - Infra 2.3   175,366.62  

112814-Field Oper Tech II - Infr 1.5   130,041.40  

112824-Field Oper Tech III -Infr 0.8   80,969.67  

112834-Field Oper Tech IV - Infr 2.1   244,234.95  

401330-Civil Engineer V           0.1   8,594.08  

401870-Systems Plan Analyst II 0.1   6,939.63  

403600-Transportation Eng II 0.0   2,986.83  

403830-Systems Planning Eng IV 0.1   19,725.50  

Local Streets Fund Total  8.0   775,697.50  

   

Grand Total 35.4 $3,967,994.22 
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Appendix A- Detailed Listing of Annual Debt Requirements 
 
 

 
PROJECTS BONDS 

FISCAL YEAR 2021 
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Notes: 
 
These bonds are all general obligation bonds whose ultimate source of repayment is General 
Fund revenues.  However, each individual issue has the following funds that contribute to the 
repayment of the debt issues as follows: 
 

1. First & Washington Bonds (both issues):  Downtown Development Authority 
 

2. 2015 Maintenance Refunding:  General, Fleet, Major Streets, Local Streets and the Solid 
Waste funds. 
 

3. 2017 Court & Police Facility: General Fund, Downtown Development Authority, and the 
Court Facilities fund. 
 

4. 2019 Capital Improvement & 2019 Capital Improvement Refunding Bonds:  Downtown 
Development Authority  
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Notes: 
 

1. The 2012 MTF refunding is being repaid from the Major Streets fund whose primary 
revenue is Weight & Gas tax. 
 

2. The 2015 Open Space Refunding Bond is being repaid from a special millage for Open 
Space Parkland and Preservation. 
 
 

3. The 2022 MTF bond is being repaid from the Major Streets, Local Streets, and the 
Sidewalk millage funds.  
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Notes: 
 

1.  The Clean Energy Bonds are being repaid by special assessment revenue for 
assessments on individual properties. 
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Notes: 
 

1.  All water revenue bonds are pledged to be repaid with water fund revenue.  
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Notes: 
 

1.   All sewer revenue bonds are pledged to be repaid with sewer fund revenue.  
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Notes: 
 

1.  The 2016 Parking bonds are paid for by the Downtown Development Authority and have 
contracted to run the City’s parking structures. 
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Stormwater Revolving Fund Debt 
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Notes: 
 

1. The other debt reflected on pages 26-29 is the City’s share of County drain projects as 
well as other stormwater projects funded through the County via the State’s revolving 
funds.  Stormwater revenues are pledged for repayment of this debt.  Some of the debt 
issued is not final as the projects are not completed.  These represent the draws as of 
June 30, 2022. 
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Revolving Debt for Water and Sewer 
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Notes: 

 
1. The other debt reflected on pages 30-31 is the City’s share of revolving debt projects 

funded through the State’s revolving funds.  Water and Sewer revenues are pledged for 
repayment of this debt.  Some of the debt issued is not final as the projects are not 
completed.  These represent the draws as of June 30, 2022. 

   
 


