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Notes to Required Supplementary Information – Budgetary Reporting 
 
Statutory/Budgetary Presentation 
The various funds and programs within funds utilize a number of different budgetary control processes.  Annual legislative appropriations 
and revenue estimates are provided for most “operating” funds. (Note 2 of the basic financial statements identifies the annually budgeted 
operating funds.)  
 
The original executive budget and original legislative appropriations provide general purpose (unrestricted) revenue estimates in order to 
demonstrate compliance with constitutional provisions.  Revenues restricted by law or outside grantors to a specific program are estimated 
at a level of detail consistent with controlling related expenditure accounts.  
 
For programs financed from restricted revenues, spending authorization is generally contingent upon recognition of the related revenue.  
Reductions of spending authority occur if revenues fall short of estimates. If revenues exceed the estimate, supplemental appropriations are 
required before the additional resources can be spent.  
 
The budgetary comparison schedule presented for the General Fund, the Budget Stabilization Fund, and the School Aid Fund presents 
both the original and final appropriated budgets for fiscal year 2007, as well as the actual resource inflows, outflows and fund balance 
stated on the budgetary basis.  The supplementary portion of this report includes a Combining Schedule of Revenues, Expenditures, and 
Changes in Fund Balances – Budget and Actual, by fund type, for non-major special revenue and permanent funds with annual budgets.  
Those schedules only include the final appropriated budget.   
 
The original budget and related estimated revenues represent the spending authority enacted into law by the appropriation bills as of 
October 1, 2006, and includes multi-year projects budgetary carry-forwards from the prior fiscal year.   
 
The budgetary fund balance represents total fund balance, net of reserves for noncurrent assets and prior year encumbrances.  Reserves 
for noncurrent assets do not represent current financial resources available for appropriation and are removed for budgetary purposes.  
Prior year encumbrances are considered uses of spending authority in the year the State incurs an obligation and are also removed. 
 
Generally Accepted Accounting Principles (GAAP) require that the final legal budget be reflected in the “final budget” column, therefore 
updated revenue estimates available for appropriations as of November 30, rather than the amounts shown in the original budget, are 
reported.  The November 30 date is used because P.A. 431 of 1984, as amended, permits budget adjustments by the Legislature through 
60 days after year-end.  
 
The final appropriations budget represents original and supplemental appropriations, carry-forwards, carry-backs (i.e., current year 
appropriations for prior year overdrafts), approved transfers, executive order reductions, and timing differences. Expenditures, transfers out, 
other financing uses, and encumbrances are combined and classified by department rather than being reported by character and function 
as shown in the GAAP statements.  This departmental classification is used to better reflect organizational responsibility and to be more 
consistent with the budget process.  Appropriations include interagency expenditure reimbursement, in which one agency provides funding 
to another agency within the same fund.  The final budget and actual amounts are adjusted to eliminate the duplication.  
 
The timing differences result from unspent authorizations for multi-year projects, such as capital outlay and work projects, and from 
restricted revenues that had not been appropriated for expenditure in the current year.  Such authorization balances remaining at year-end 
are removed from the final budget column to provide an “annualized” budget.  
 
Positive “variances” reflect restricted revenues that were appropriated and available for expenditure in the current year and unused general 
purpose spending authority (lapses); negative “variances” reflect budgetary overdrafts.  If both positive and negative variances exist for a 
particular line, the amount shown is the net variance.  
 
Statutory/Budgetary Reconciliation  
The statutory/budgetary basis presentation differs from GAAP in ways that do not affect ending fund balance.   
 
For budgetary reporting purposes, expenditures and transfers out in the “Actual” column include recorded encumbrances, because they are 
considered uses of spending authority in the year the State incurs an obligation.  Therefore, the “Original” and “Final Budget” columns do 
not include encumbrance authorization balances carried over from the prior fiscal year.  In the GAAP basis statements, expenditures do not 
include encumbrances.  The effect of this difference is reflected as a reconciling item on the Budgetary Comparison Schedule for the major 
funds and the Combining Schedule of Revenues, Expenditures, and Changes in Fund Balances – Budget and Actual for the non-major 
special revenue funds and permanent funds.  
 
For budgetary purposes, capitalizable lease expenditures are recognized when payments are due, rather than upon lease inception as 
required by GAAP.  This difference does not affect fund balance because the “other financing sources” recorded under GAAP at lease 
inception are not recorded on the statutory/budgetary basis. 
 
Statewide Authorization Dispositions 
Subsequent to the release of this report, the State publishes “Statewide Authorization Dispositions” to demonstrate its compliance with the 
legal level of budgetary control.  The report includes line-item appropriation details for the General Fund and budgeted operating funds, and 
is available by contacting the Office of Financial Management at (517) 373-3029. 
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