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Date: April 22, 2026 

To: Buchanan City Commission 

From: Tony McGhee 

Subject: Introduction of FY 26/27 City Budget   

 

Staff has completed the proposed FY 2026/27 budget and is submitting it to the City 
Commission for introduction. The budget is organized into four parts, including the General 
Fund, Major Streets, Local Streets, and Water and Sewer. 
 
The annual budget is one of the most important policy documents the City prepares each 
year. More than just a financial plan, it is the document that translates the City’s priorities 
into actual work for the coming fiscal year. It reflects the Commission’s policy direction, the 
operational needs of the organization, the infrastructure needs of the community, and the 
resources available to deliver services. In that sense, the budget is both a fiscal document 
and a work plan for the year ahead. 
 
The development of the municipal budget is also one of the more important responsibilities 
shared by staff and the Commission. Staff’s role is to evaluate revenues, anticipated 
expenditures, known capital and operational needs, contractual obligations, and service 
demands, and then put forward a realistic proposal. The Commission’s role is to review 
that proposal, provide policy direction, and ultimately adopt a budget that reflects the 
goals of the community while maintaining sound financial management practices. The 
public hearing and adoption process are an important part of that work, as they provide 
transparency and allow the community an opportunity to review and comment on the 
proposed spending plan before it is formally approved. The following chart provides an 
overview of the proposed budget as well as a comparison to the current fiscal year’s 
amended budget. 
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  FY 25/26 
Amended Budget 

FY 26/27 
Proposed Budget Difference Percentage 

Change 

Fund 101 - General Fund         
Revenue  $      4,343,897.00   $     5,155,300.00   $      811,403.00  18.68% 
Expenses  $      4,296,272.00   $     5,682,257.00   $  1,385,985.00  32.26% 

Subtotal:  $            47,625.00   $      (526,957.00)     
          
Fund 202 - Major Streets         
Revenue  $          585,000.00   $     1,031,611.00   $      446,611.00  76.34% 
Expenses  $          586,530.00   $     1,002,590.00   $      416,060.00  70.94% 

Subtotal:  $            (1,530.00)  $           29,021.00      
          
Fund 203 - Local Streets         
Revenue  $          372,000.00   $         390,427.00   $        18,427.00  4.95% 
Expenses  $          367,095.00   $         368,764.00   $          1,669.00  0.45% 

Subtotal:  $              4,905.00   $           21,663.00      
          
Fund 592- Water and Sewer         
Revenue  $      4,020,500.00   $     4,405,100.00   $      384,600.00  9.57% 
Expenses  $      2,734,447.00   $     3,257,344.43   $      522,897.43  19.12% 

Subtotal:  $      1,286,053.00   $     1,147,755.57      
          

Total Revenue:  $      9,321,397.00   $   10,982,438.00   $  1,661,041.00    
Total Expenses:  $      7,984,344.00   $   10,310,955.43   $  2,326,611.43    

Total:  $      1,337,053.00   $         671,482.57      
 

Overall, the proposed FY 2026/27 budget reflects continued investment in core City 
functions and infrastructure, while also recognizing the cost pressures currently facing 
municipal operations. Across all four funds, total proposed revenue is $10,982,438, 
compared to $9,321,397 in the FY 25/26 amended budget, an increase of $1,661,041. Total 
proposed expenditures are $10,310,955.43, compared to $7,984,344, an increase of 
$2,326,611.43. The majority of this increase is related to planned infrastructure projects 
and other capital expenditures.  Day-to-day operations remain consistent with previous 
year expenses with some inflationary adjustments.  The combined net position across the 
four budgeted funds is proposed at $671,482.57, compared to $1,337,053 in the amended 
current year budget. This reflects a budget year with meaningful planned spending, 
particularly in the street and utility funds, while still maintaining positive year end positions 
overall.  To bridge the gap between planned revenues and projected expenses, the budget 
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will utilize a combination of capital reserves and fund balance to bridge the delta.  This was 
a planned drawdown of these funds which have been saved over the past few years while 
the projects were scoped and planned.  The City will be drawing down 2.5 months of its 
current 9 months of reserves leaving 6.5 months available.  This will leave just above the 3 
to 6 months of reserves best practice municipal governments should have available.    

In the General Fund, proposed revenue is $5,155,300, up $811,403 or 18.68% from the FY 
25/26 amended budget. Proposed expenditures are $5,682,257, up $1,385,985 or 32.26%. 
The proposed General Fund budget reflects a negative subtotal of ($526,957) compared to 
a positive subtotal of $47,625 in the current amended budget. This difference is 
attributable to the capital projects described above which were planned. As the City’s 
primary operating fund, the General Fund supports many of the services residents most 
directly associate with local government, and changes within this fund often reflect 
broader organizational costs, service delivery demands, and operational priorities. 

In the Major Streets Fund, proposed revenue is $1,031,611, up $446,611 or 76.34%, while 
proposed expenditures are $1,002,590, up $416,060 or 70.94%. This increase is mainly 
related to the increased local road funding the State of Michigan approved last year.  There 
is still concern about what the actual funding amount made available to local communities 
will be so staff only budgeted 60% of the funding that was projected to be available.  If the 
amount received increases, the budget will be amended accordingly.  This is a significant 
increase in activity in the fund, and if equal what the State is projecting, will allow the City 
to take a more aggressive approach to major street work in the coming fiscal year. Given the 
ongoing need to address transportation infrastructure, this increase represents an 
important investment in the City’s major street network. 

In the Local Streets Fund, proposed revenue is $390,427, up $18,427 or 4.95%, while 
expenditures are $368,764, up $1,669 or 0.45%. This fund will have a stable year over year 
performance, with only modest changes in both revenue and expenditures. The proposed 
budget maintains a positive operating position while continuing support for local street 
needs. 

In the Water and Sewer Fund, proposed revenue is $4,405,100, up $384,600 or 9.57%, 
while expenditures are $3,257,344.43, up $522,897.43 or 19.12%. The proposed overall net 
revenue is $1,147,755.57, down from $1,286,053 in the amended current year budget. This 
excess revenue is used to make debt service payments related to previously completed 
utility projects.  Even with the increase in expenditures, the utility fund remains in a strong 
positive position and continues to serve as one of the City’s most important enterprise 
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operations. As with many utility systems, this budget reflects the growing cost of 
maintaining infrastructure, meeting regulatory obligations, and planning for long-term 
system reliability. 

Taken together, the proposed FY 2026/27 budget reflects the realities facing municipal 
government today. Costs continue to rise, infrastructure needs remain significant, and 
communities are expected to provide high quality services with limited resources. At the 
same time, the budget also demonstrates the City’s continued commitment to maintaining 
core services, investing in streets and utilities, and planning responsibly for the year ahead. 

Recommended Motion: 
Staff recommends setting a public hearing for discussion and consideration of the FY 
2026/27 budget to be held at the May 26, 2026 regular meeting of the Buchanan City 
Commission. 

 

Attachment A: Draft Budget for Consideration 
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