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323 W. Michigan Ave. 
  

Marshall, MI  49068 
  

p 269.781.5183 
  

f 269.781.3835 
  

cityofmarshall.com 

ADMINISTRATIVE REPORT 
December 17, 2012 – CITY COUNCIL MEETING 

 
TO:      Honorable Mayor and City Council 
 
FROM:           Sandra Bird, Finance Director 

                      Tom Tarkiewicz, City Manager 
 
SUBJECT:   City of Marshall Fund Balance Reserves Policy 
     
 
BACKGROUND:  At the November 19, 2012 Council Work Session, 
Council reviewed financial policies presented by the Finance Director for 
Fund Balance Reserve, Investment, Debt Management and Capital 
Improvement Program. The proposed financial policies were discussed 
and approved at the November 19 Regular Council meeting, excluding 
the Fund Balance Reserve policy, which was tabled. It was discussed the 
General Fund Reserve and Enterprise Fund Reserve sections include 
additional guidelines per Council recommendations, as highlighted in the 
attached.  
    
RECOMMENDATION: To approve the City of Marshall Fund Balance 
Reserves policy in the form presented. 
 
FISCAL EFFECTS:  None at this time. 
 
Respectfully Submitted, 

    
Sandra Bird     Tom Tarkiewicz 
Finance Director    City Manager 
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Fund Balance Reserve Policy 
 
 

1 
 

The City desires to maintain a prudent level of financial resources to guard its citizens 
against service disruption in the event of unexpected temporary revenue shortfalls or 
unpredicted one-time expenditures. The Fund Balance has been accumulated to meet this 
purpose, to provide stability and flexibility to respond to unexpected adversity and/or 
opportunities. The City’s goals are to maintain annual expenditure increases at a 
conservative growth rate, and to limit expenditures to anticipated revenues.  
 
The following fund balance reserve policy should be used to provide the general framework 
for setting unreserved, undesignated fund balance reserve levels and for proposals with 
intended use of fund balance reserves. City Council recognizes there are no absolute rules 
or easy formulas that provide fund balance reserve levels. Generally, reserve levels are 
determined based on a percent of operating expenditures plus debt service ratio. The City 
recognizes the need to provide a policy which provides the guidelines for the annual review 
and discussion of fund balance reserves during the budget development process.  Planned 
use of fund balance reserve decisions should be the result of deliberative consideration of 
all factors involved.   
 
 
GENERAL FUND          18-22% Operating Expenditures Plus 1.2 Debt Service Ratio 
To account for resources traditionally associated with governments, which are not required 
to be accounted for in another fund. Expenditures from the General Fund go to services 
such as public safety (police, fire, and emergency management); parks and recreation 
programs; development and planning; community development services; roads; the City’s 
legal and general government administration; and a variety of other services and programs. 
 
The City Council considers it a good practice to keep around 18-22% of annual operating 
expenditures in unrestricted governmental fund balance plus 1.2 debt service ratio to cover 
new, unexpected expenses or an unanticipated drop in revenue. The long-term target is to 
maintain a rolling beginning fund balance equal to 18-22% of operating revenues. 
 
The decision to retain a fund balance of 18-22% of operating expenditures stems from the 
following considerations: 
 

• This amount, in combination with the Working Capital Reserve, provides adequate 
funding to cover approximately three months (or 25%) of operating expenses. 
• It provides the liquidity necessary to accommodate the City’s uneven cash flow, 
which is inherent in its periodic tax collection schedule. 
• It provides the liquidity to respond to contingent liabilities. 

 
Fund balance may be accessed under the following conditions: 
 

• The Fund Balance target will be maintained at 18-22% of Operating Expenditures. 
Surplus Funds may be transferred to a Capital Reserve, Long Term Obligation, 
Debt Service Fund, or may be used to restore the target fund balance. 
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Fund Balance Reserve Policy 
 
 

2 
 

• Except in the event of the declaration of an emergency by the City Council, a 
minimum Fund Balance equal to 18-22% of operating expenditures will be 
maintained. A majority of the council is required to approve use of the Fund Balance 
such that it falls below the 15% target. The City will identify a plan to restore the 
General Government fund balance to its target amount as part of the emergency 
budget proposal. 

 
 
ENTERPRISE FUNDS 25% Operating Expenditures Plus 1.2 Debt Service Ratio 
Includes all revenue and expenses necessary to operate the funds including, but not 
limited to, administration, operations, maintenance, financing and related debt service, 
billing and collection. 
 
For Utility fund balance reserves (electric, wastewater and water), the decision to increase 
or decrease target fund balance reserves will be supported by the report of cost of service 
study or review provided by the City’s consultant. 
 
Marshall House – to account for the HUD assistance and rental activities of a lower-income 
senior citizen housing facility. 
 
Electric System - to account for the provision of electricity of the City and account for the 
proceeds of bonds and construction of infrastructure related to the City’s Electric System. 
 
Dial-A-Ride Transportation – to account for the user fees, property taxes and grants related 
to the operation and maintenance of a local public transportation system. 
 
Waste Water Disposal System - to account for the collection and treatment of the sewage 
of the City and to account for the proceeds of bonds and construction of infrastructure 
related to the City’s Sewage Disposal System. 
 
Water Supply System - to account for the provision of treated water of the City and account 
for the proceeds of bonds and construction of infrastructure related to the City’s Water 
Supply System. 
 
 
SPECIAL REVENUE FUNDS 1.2 Debt Service Ratio 
To account for the proceeds of specific revenue sources (other than those from 
expendable trusts or for major capital projects), which are restricted legally to expenditure 
for specified purposes. 
 
MVH Major and Local Roads - to account for the State-Shared gasoline and weight tax 
collections to provide for certain maintenance, repair costs and capital improvements of the 
City’s Roads. 
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Leaf, Brush and Trash Removal - to account for the dedicated millage collections to 
provide for certain maintenance, repair costs and capital improvements of the City’s Leaf 
removal, spring brush removal and spring trash removal services. 
 
 
INTERNAL SERVICE FUNDS 1.2 Debt Service Ratio 
To account for the costs of the various services below, which are billed to the various other 
funds on the basis of services used.  The costs include, but are not limited to, 
administrative, operation, maintenance and financing costs. 
 
Data Processing - to account for the operation and maintenance of the City’s information 
technology equipment and software. 
 
Motor Pool - to account for the operation and maintenance of the City’s motor vehicle fleet 
and other equipment. 
 
Safety - to account for the operation of the City’s safety training program. 
 
Health Reimbursement Arrangement - to account for the City's funding for health insurance 
HRA and HSA deductibles. 
 
 
COMPONENT UNITS 15% Plus 1.2 Debt Service Ratio 
Legally separate organizations for which the elected officials of the primary government are 
financially accountable.   
 
Downtown Development Authority - to account for the tax increment revenue that is derived 
from new construction in the Downtown Development District, which is used to finance 
various improvements in the downtown area. 
 
Local Development Finance Authority - to account for the monies which provide local 
financing/partnership for developing and sustaining local industrial business. 
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ADMINISTRATIVE REPORT 

December 17, 2012 - CITY COUNCIL MEETING 
 
 
REPORT TO:  Honorable Mayor and City Council 
 
 
FROM:  Michelle Mastej, Treasurer  
   Carl Fedders, Director of Public Services  
   Tom Tarkiewicz, City Manager  
 
 
SUBJECT:  City of Marshall Utilities - Standard Rules & Regulations Revisions 
                         
 
BACKGROUND:  Staff has reviewed the Standard Rules and Regulations which were 
last updated in August of 2012.  The revised document is attached to this report with a 
brief definition of the revisions below: 
 
Section 7 – Added access to rental property will be the responsibility of the property 
owner. 
 
Billing Policy – Finance/Utility Billing staff reviewed the billing section and determined 
certain revisions were needed for flow and clarification.  Some amendments were also 
made as follows: 
 
Section 10.IV. – Added “Establishing New Service”, as determined by current practice, 
and added mortgage/lease requirement, to ensure that the applicant is the legal 
occupant/tenant of the property. 
 

At the December 3, 2012 Regular Council Meeting, there was discussion 
regarding the application request for social security number.  This has been removed, as 
suggested.  Also verbiage has been added to reiterate the City of Marshall’s Identity 
Theft Prevention Program (adopted by City Council on October 20, 2008), attached.   
 
Section 10.IV.C. – Added lease requirement with Landlord-Tenant Affidavit. 
 

Also at the December 3, 2012 Regular Council Meeting, there was discussion 
regarding all parties being responsible for the utilities.  This has been reworded, as 
suggested, to state that all tenants listed on a lease agreement will be included as 
responsible parties for the utilities.  There was also a question of what is to be done if no 
lease agreement exists between the landlord and tenant.  In these cases, the 
landlord/property owner will be responsible for utilities. 
 
Section 10.IV.D. – Removed deposit requirement for owner-occupied properties, and 
added deposit requirement for real estate agents selling bank-owned, foreclosed 
properties.  Also included additional deposit requirements for high credit-risk customers. 
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Section 10.V. – Added “Customer Payment Responsibilities”, as determined by current 
practice, however shortened billing-cycle time-frame to 18 days.  (further discussed later) 
 
Section 10.VII. – Added auto payment plan requirement to budget-billing customers. 
 
Section 10.VIII. – Removed signature requirement for payment plans to allow for verbal 
payment arrangements. 
 
Section 10.IX. – Removed three-month waiting period to resume accepting personal 
checks after a check is returned unpaid. 
 
Section 10.X. – While shortening the billing-cycle time-frame to 18 days, we’ve loosened 
our collection procedures by waiting until a bill becomes delinquent by two bills, rather 
than one bill, before service is interrupted.  Also, disconnect notices will print on bills.  
Finally, added mail disclaimer. 
 
Section 10.XII. – Revised to include after-hours service at the service location. 
 
 
 
RECOMMENDATION:  It is recommended that the City Council approve the revisions to 
the City of Marshall Utility Rate Classification and Standard Rules and Regulations as 
presented and make them effective December 17, 2012. 
 
FISCAL EFFECTS:   None. 
 
 
ALTERNATIVES:    As suggested by the Council. 
 
 
Respectfully submitted, 

     
 
Michelle Mastej Carl Fedders    Tom Tarkiewicz 
Treasurer  Director of Public Services  City Manager 
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