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Welcome 
Greeting
Veronica Miller

Departmental Analyst,
Community Engagement and Finance, 

Department of Treasury 
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Common Audit 
Findings and Solutions

Mike Forward, CPA
Field Audit Manager,

Community Engagement and Finance, 
Department of Treasury 
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GASB Definition 
of Capital Assets

The term capital assets include land, improvements to land, 
easements, buildings, building improvements, vehicles, 
machinery, equipment, works of art and historical treasures, 
infrastructure, and all other tangible or intangible assets that 
are used in operations and that have initial useful lives 
extending beyond a single reporting period.

Reporting periods for governments in Michigan are generally 
one year. 
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Noncompliant 
Capitalization 

Policies

Example: Capital assets are defined as vehicles with a 
purchase price greater than $1,500 and an estimated useful life 
in excess of five years, office equipment with a purchase price 
greater than $250 and an estimated useful life in excess of four 
years, DPW equipment with a purchase price greater than 
$500 and an estimated useful life in excess of five years, and 
Buildings/Improvements with a purchase price greater than 
$1,500 and an estimated useful life in excess of ten years.
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Noncompliant 
Capitalization 

Policies

Issue: A capitalization policy does not conform to GAAP.

Solution: Do not create a capitalization policy that 
contradicts generally accepted accounting principles. Local 
units have the ability to change the monetary thresholds for 
capitalization. 
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Noncompliant 
Capitalization 

Policies

Issue: A capitalization policy does not exist. 

Solution: 

• If there isn’t a capitalization policy create one. 

• Chapter 10 of the Accounting Procedures Manual 
issued by the Michigan Department of Treasury 
provides more information about capital assets.
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Capitalizing 
Items Below 

the Threshold 

Example: A county buys 40 computers at $700 per computer 
totaling of $28,000. The county’s capitalization policy provides 
$5,000 as a threshold. The finance department/bookkeeper 
capitalizes the invoice for $28,000 because it is above the 
capitalization threshold. The government does not track each 
individual computer in the financial records. 
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Capitalizing 
Items Below 

the Threshold 

Issue: Assets with values below the capitalization threshold 
are capitalized and are not being individually tracked in the 
financial records. 

Solution: 

• Have a clearly defined capitalization policy.

• Use the individual amount to determine if a capital asset 
should be recorded.

• Keep track of the individual assets when capitalizing 
groups of assets with values below the capitalization 
threshold (perform inventory of the assets on a yearly 
basis, book impairments and remove asset when 
necessary)
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Assets Not 
Capitalized 

Example: A police department buys a police car and 
capitalizes the purchase of the car from the dealership. The 
additional items needed to make this a police car (light bar, 
radios, decals, etc.) are not capitalized.
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Assets Not 
Capitalized 

Issue: Assets are not capitalized or fully capitalized.

Solution:

• Have a clearly defined capitalization policy.

• Keep a file with all costs associated with the 
construction of an asset and have purchasing 
departments communicate that with the finance 
department/bookkeeper.
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Depreciating 
Capital Assets

Issue: We often find smaller governments not calculating and 
recording depreciation.

Solution:

• Smaller governments could use an excel spread sheet 
that shows the asset, asset classification (vehicles, office 
equipment, buildings, etc.), government wide financial 
classification (public works, public safety, general 
government, etc.) useful life, current year depreciation, 
accumulated deprecation, and net book value.

• Excel formulas can be used to automatically update all 
assets on these schedules by changing the fiscal year 
end.
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Capital Asset 
Schedule 
Example
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Assets 
No Longer Used 

in Operations 

Issue: Assets no longer used in operations are not removed 
from the books. Its common to see governments with fully 
depreciated assets that are no longer used or have been 
physically disposed of still on the financial records.

Solution:

• Have a written procedure for the removal of an asset 
from the financial records.

• Perform a physical inventory of capital assets yearly or 
biennially. 

• Perform a physical inventory of fully depreciated assets. 

15



American Rescue Plan 
Act Journal Entries

Cary Vaughn, CPA
Audit Manager,

Community Engagement and Finance, 
Department of Treasury 
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Poll:
Has your local 

government ever 
filed a single audit?
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Summary
In accordance with the ARPA, there will be direct federal
payments to metropolitan cities and counties. Other units
of government will receive grants passed through the state
of Michigan although this will still be considered federal
funding.
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Revenue 
Account

Local units should use account 528-Other Federal Grants
for recording the revenues associated with these grants. It is
acceptable to point off this account if desired.
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Accrual
When this revenue would be recorded is dependent on
several items pertaining to each local unit including fiscal
year end and when the grant has been officially executed.
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Items to
Consider

1. Funds Availability

2. Funds Received

3. Costs or Reduction in Revenues Incurred
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Journal Entry
• Funds Available
• Funds Received
• Expenditures or Reduction in Revenues 

Incurred
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XXX-000-001 Cash $XXX
XXX-000-528 Other Federal Grants $XXX



Journal Entry
• Funds Available

• Funds Not Received

• Expenditures or Reduction in Revenues Incurred

23

XXX-000-001 (079) Due from State (Federal Gov’t) $XXX
XXX-000-528 Other Federal Grants $XXX



Journal Entry
• Funds Available

• Funds Received

• Expenditures or Reduction in Revenues Not Incurred
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XXX-000-001 Cash $XXX
XXX-000-339 Unearned Revenue $XXX



Journal Entry
• Funds Not Available

• Funds Not Received

• Expenditures or Reduction in Revenues Incurred
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XXX-000-078 (079) Due from State (Federal Gov’t) $XXX
XXX-000-360 Deferred Inflows – Unavailable Revenue $XXX



Government-wide
Statements

If the funds are not received within the period of availability,
one would credit 528 Other Federal Grants.
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Documentation

All corresponding expenditures used for reimbursement 
purposes must be tracked with detailed supporting 
documentation.  This information must be maintained so if 
required it can be made available for review by the granting 
agencies, your audit firm, and the Michigan Department of 
Treasury. 
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Requirements
to Receive

Federal Grants
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Recap
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Updated Security 
Report and the 

Borrowing Process
Bill Sanders

Senior Auditor,
Community Engagement and Finance, 

Department of Treasury 
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Borrowing Process Flow Chart 



Updated Form and Submission Process
• Form 3892 reporting the issuance of a municipal 

security to the Department
• Due 15 business days after the date of issuance
• In addition to the Security Report Form, other 

multiple documents are required to be filed with 
the report to the Department

• Refer to Revised Municipal Finance Act, Public 
Act 34 of 2001 MCL 141.2319

• Refer to Agency Finance Reporting Act, Public 
Act 470 of 2002 MCL 129.177

• Major renovation – Requiring more detail 
information to be indicated on the form

• As of March 1, 2021 – Required to be submitted 
online – Electronic Filing Website

• No longer accepting security reports that are 
missing supporting documentation or does not 
provide an explanation as to why the 
documentation was not included.

• Posted online

Security 
Reports



New Numbered Letter 2021-1
• Purpose
• Revisions / Changes
• Where and How to Upload
• Naming Convention of Document to be uploaded

• <Six digit municode>3892SecRpt  i.e. 
3800003892SecRpt

Security 
Reports
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Attached 
Forms



Filing 
Fees and 
Vouchers







Logging In:

• If you do not have a 
UserID, select “Request 
Access new User,” to 
create a UserID

• Enter your UserID and 
Password

• Ener the Security Code
• Select Login

Electronic Filing System



User

Electronic Filing System



Electronic Filing System



Electronic Filing System



Electronic Filing System



Electronic Filing System



Municipal 
Finance

• Harlan Goodrich  GoodrichH@Michigan.gov
• Jeff Schwartz  SchwartzJ1@Michigan.gov
• Bill Sanders  SandersW1@Michigan.gov

mailto:GoodrichH@Michigan.gov
mailto:SchwartzJ1@Michigan.gov
mailto:SandersW1@Michigan.gov


Net Position Ratio and 
Long-Term Solvency

Nick Brousseau
Departmental Analyst,

Community Engagement and Finance, 
Department of Treasury 
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Local 
Government 
Fiscal Health 

Metrics

Part III in a series of presentations in which Treasury will review 
metrics of local government fiscal health

Goal of this series is to provide local governments with the 
information and tools to monitor its own fiscal health

1. Cash Solvency 

2. Budget Solvency

3. Long-Term Solvency – Net Position Ratio

4. Service Solvency
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What is the Net 
Position Ratio?

A measurement of fiscal health of a local government
• Net Position is the difference between assets plus 

deferred outflows of resources and liabilities plus deferred 
inflows of resources.

• Net Position Ratio measures the net position as a ratio 
of governmental revenues

• Measurement of long-term solvency
• Examples are maintaining infrastructure, making debt 

payments, and affording legacy obligations
• Debt can be a useful tool
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Calculating Net Position Ratio
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Calculation:
• Governmental Net Position as a ratio 

of Governmental Fund Revenues
• Govt. Net Position: $7,551,238
• Total Govt. Revenues: 

$37,013,721
• Net Position Ratio: 

• $7,551,23/$37,013,721
• 20.4%



What is an 
appropriate net 

position % of 
revenues? 

It depends! Community by community decision. 

The net position ratio is representative of long-term 
decisions that have been already been implemented 
related to debt and other obligations that need to be 
accounted for when looking holistically at your local 
government:

• Generally speaking, the lower the ratio (including negative 
numbers), the greater impact on long-term solvency

• Local governments with lower ratios may consider modifying 
cash or fund balance policies to help accommodate future 
costs

• Long-term budget projections and forecasts should be 
developed to help plan for these future costs, and updated 
regularly

• Budgets should explain long range financial plans and its 
effect upon the budget and budget process

• Establish debt structuring practices and investment policies.
• Review long-term debt for ways to reduce payments and/or 

total liabilities
• Review the prefunding of long-term liabilities where possible
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Conventional 
wisdom? Greater than 0%
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Poll:
What is a healthy 

net position?
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Net Position Ratio by Government Type
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Net Position Ratio by Government Type
Retirement Impact
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Net Position Ratio by Population
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Net Position Ratio by Government Type
FY 2019

61

Percentile
Charter 

Township City County Township Village

5th Percentile -138% -179% -83% 102% 75%

10th Percentile -29% -116% -50% 129% 97%

15th Percentile 41% -33% -41% 151% 112%

20th Percentile 81% 1% -18% 166% 154%
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MI Community Financial Dashboard



Register for 
Fiscally Ready 
Communities 

Webinar 
Trainings

The Michigan Department of Treasury and Michigan 
State University Extension (MSU Extension) are excited 
to announce our newest Fiscally Ready Communities 
trainings! 

Upcoming Free Training Opportunities:

Budgeting for Fiscal Sustainability
• August 25th at 10 am

Capital Asset Management and Planning Trainings
• June 29th at 10 am
• July 28th at 2 pm
• December 9th at 6 pm

Please register for the training that best fits your schedule at: 
https://events.anr.msu.edu/FiscallyReadyWebinar/
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https://events.anr.msu.edu/FiscallyReadyWebinar/


Resources & 
Contact 

Information

Michigan Department of Treasury

Community Engagement and Finance Division
www.Michigan.Gov/CEFD

MI Community Financial Dashboard:
http://micommunityfinancials.michigan.gov/

Fiscally Ready Communities:
www.michigan.gov/FiscallyReady

Email: TreasLocalGov@michigan.gov

Phone: 517-335-7469
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Questions
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@MiTreasLocalGov
@MITreasury
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www.michigan.gov/CEFD
www.michigan.gov/treasury 
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