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Numbered Letters 
Auditing Procedures Report 

Corrective Action Plans           
Deficit Elimination Plans

Cary Jay Vaughn, CPA
Audit Manager,

Community Engagement and 
Finance,

Department of Treasury
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Numbered 
Letters 
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Auditing
Procedures

Report (APR)

7



APR
REVISIONS
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• Exposure Draft
• Corrections
• Clarifications
• Recalculations



APR
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Questions
Changed

And
Updated



APR
OUTCOMES
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• Corrective Action 
Plan

• Enhanced 
Reporting

• Deficit Elimination 
Plan



Corrective
Action
Plan

(CAP)
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CAP
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What Does a Good 
One Look Like?



Deficit
Elimination

Plan
(DEP)
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Deficit
Elimination

Plan –
Enhanced
Reporting

14



RECAP
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Preventable 
Accounting Issues 

in Small Local 
Governments           

Derek Hall
Senior Auditor,

Community Engagement and 
Finance,

Department of Treasury
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Agenda
(today)

• Common Accounting Deficiencies
• Bank Reconciliations
• Funds in QuickBooks
• Receivables - Governmental Funds and 

Enterprise Funds
• Recording Payables
• Capital Assets and Depreciation
• Inventory
• Imprest/Petty Cash
• Debt Cards
• Federal and State Payroll Reports
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Agenda
(Next Chart 

Chat)

• Policy and Procedure Deficiencies
• Lack of Polices
• State Reports
• Segregation of Duties
• Budgets
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Common 
Problems – Bank 

Reconciliations

• Incomplete bank reconciliations.
• Use to be easy – Bank Balance + Deposits in 

Transit – Outstanding Checks = Book Balance.
• Must account for debit card transactions, 

deposits from credit card payments, deposits 
made directly at the bank, electronic checks, 
journal entries, NSF transactions

• Are the reconciliations being done monthly?
• Are any unresolved discrepancies being addressed?
• Is a second person verifying this?  Governing body 

members can also be this second person.
• For bank accounts in general, are your signatories 

with the bank up to date?
• Don’t fall behind.  If you do, don’t be afraid to ask for 

outside assistance.  
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Common 
Problems -

QuickBooks

• Comingled Funds – All funds set up in one 
“business” in QuickBooks

• Funds may be out of balance (entry may debit 
Fund A and credit Fund B)

• Cannot separate the fund balances for each of 
the local unit’s funds

• Cannot separate financial data and budget 
information, all lumped in one report.

• If errors occur, which fund has the error?

• Solution – Create a “business“ for each fund 
to be able to account for activities 
individually.
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Common 
Problems–

Receivables/
Governmental 

Funds

• Receivables not recorded at year end for 
grants or other governmental revenues such 
as

• Due From State – Revenue Sharing (Numbered Letter 
1997-1)

• Due From State – MTF Distributions
• Accounts Receivables - Fourth quarters paid subsequently 

(cable franchise fees, tipping fees, etc)
• Due From State/Federal - Grant Reimbursements for 

expenses incurred during the last month/quarter of your 
fiscal year

• Journal entries needed to record receivables
• Search two months of your own receipts/revenues to ensure 

proper accruals

• We want to make sure your revenues are recognized in the 
proper fiscal year
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Common 
Problems –

Receivables/
Enterprise Funds

• Receivables are not recorded
• Grant Reimbursements
• Does the subsequent month need to be accrued 

(July’s billing is for June’s services)
• Receivables not balanced
• Does your receivable balance recorded for the 

utilities match the subsidiary records? 
• Do you have any old balances that are 

unsubstantiated?
• The longer these issues go unresolved on programs 

like QuickBooks, the harder and more time 
consuming it is to correct them.
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Common 
Problems –
Recording 

Payables

• Accounts payables not recorded
• Search two months of your own payments/expenses 

to ensure proper accruals (includes checks, debit 
card payments, and any other EFT payments)

• Does your payable balance match the subsidiary 
records?

• Do you have any old outstanding balances?
• Must be recorded in software like QuickBooks and 

Peachtree correctly every time
• If an invoice is not established first or a payment 

correctly posted against an invoice, amounts will be 
out of balance.
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Common 
Problems –

Capital Assets 
and 

Depreciation

• Do you know what assets are on your capital asset 
listing?  

• When was the last time you reviewed the capital 
asset listing?

• Local units are responsible for their capital asset 
listing, even if you rely on your auditor to maintain 
the listing.
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Common 
Problems –

Capital Assets 
and 

Depreciation

• Additions
• Do you have a capital asset determination policy?  

(Capitalize amounts over a set threshold)
• Does the capital outlay expense account in the 

governmental funds equal the additions to the 
capital asset listing?

• Chart of Accounts has established the 970 account 
number

• Are only items that are being capitalized posted to 
this expense?

• Does the increase in capital asset accounts in the 
business-type funds equal the additions to the 
capital asset listing?
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Common 
Problems –

Capital Assets 
and 

Depreciation

• Disposals/Assets Sold
• Have you reviewed the asset listing to ensure you 

still have the assets on the list?
• Departments may not inform those tasked with 

accounting when assets are disposed.
• Recorded results of auction sales
• Have gains/losses been recorded in the business-

type activities?
• Do you have any impaired assets?
• Depreciation
• Has the depreciation expense been recorded in the 

business-type funds?
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Common 
Problems -

Inventory

• Does the general ledger inventory accounts agree 
with the inventory subsidiary listing?

• Does anyone ensure that the parts on a shelf agree 
with what’s in the computer?  

• Annual Inventory
• Don’t be afraid to spot check a handful of items.
• Who has access to the inventory room?   Are there 

barriers protecting the inventory from being taken 
without record?
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Common 
Problems –

Imprest/Petty 
Cash

• Do you know if you have imprest/petty cash?
• Who is in control of the imprest cash and how many 

people have access?
• Are there procedures for signing out imprest cash, 

providing receipts, expense account numbers, etc.?
• Is the imprest cash being balanced by anyone?
• If so, is it being done timely?
• Is a separate individual verifying the balancing 

procedure?
• Does the amount on your general ledger agree with 

the amount actually on hand?
• With the availability of credit cards, imprest cash can 

now be limited.
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Common 
Problems –

Debit Cards

• Do you have debit cards?  If so, do you have a policy 
over them?

• Are you confident in the controls established?
• Are amounts paid by debit card being recorded as 

expenses in your general ledger?
• What about refunds?
• Is a listing of these expenses being reviewed and 

approved by the governing body?
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Common 
Problems –
Federal and 

State Payroll 
Reports

• Are you sure that the amounts withheld from payrolls are 
being paid on time?

• Has your unit filed the following reports on time?

• Form 941. 
• State’s sales use and withholding reports 
• State’s unemployment reports 

• Were they filed by the required deadlines?
• If not, is the legislative body being made aware of the interest 

and penalties being paid?  
• Keep everything transparent!
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Solutions

• Community Engagement and Finance Division
• We have issued an Accounting Procedures Manual 

• https://www.michigan.gov/treasury/local/cefd/info/bulletins-
manuals-and-forms

• Fiscally Ready Communities – Provided training webinars
• Talk to your auditors

• Auditors would rather address a situation now rather than 10 
months after it happened

• Consider outside assistance - This can be complicated and 
difficult to stay up to date on everything

• Accounting Firms

• MGFOA/MTA/MML trainings

• Talk to other local units

• Use your listservs. 
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Five-Year 
ProjectionTool: 
Introduction & 

Instructions
Nick Brousseau

Manager, Analytics and Outreach Section
Community Engagement and Finance Division 

Department of Treasury 
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Introduction to 
Five-Year 

Projection Tool

• Treasury’s five-year budget projection tool 
designed to assist local governments with 
multi-year financial planning

• Multi-year financial planning is critical to fiscal 
reliance and stability

• Allows proactivity instead of reactivity 
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Benefits of 
Multi-Year 

Planning

• Multi-Year Financial Planning Benefits:
• Can diagnose fiscal distress causes 

• Assist with identifying better solutions

• Can change the conversation to focus on real 
data 

• Creates a measuring stick 

• Can help lower borrowing costs  

• Excludes nonspendable or restricted revenue

• Also recommended to monitor preferred 
fiscal health metrics

• In conjunction with other planning (capital 
improvements plan, etc.), can help local 
governments prepare for future 34



Baseline 
Projections

• Five-year projection tool creates a baseline 
projection 

• Baseline projections shows what the 
financial picture for a local government will 
be moving forward without any corrective 
action. 

• Two important things to remember when 
utilizing baseline projections

• Presents the status quo scenario

• Baseline projections are not necessarily a 
predictor of the future, but demonstrate what 
could happen with known changes incorporated 
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Five-Year Projection Model 
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Utilizing Historical Data
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Five-Year Projection and Growth Rates 
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Five-Year Projection Summary
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Dashboard 

40



Dashboard 
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Narrative
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Public Comment

• Go to http://www.michigan.gov/FiscallyReady
to review and test a draft version of budget 
forecasting tool

• Public Comment Period
• Please send recommended design enhancements, 

questions, or other public comments to 
TreasLocalGov@michigan.gov until September 
25, 2022
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http://www.michigan.gov/FiscallyReady
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Questions
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@MITreasurywww.michigan.gov/CEFD

www.michigan.gov/treasury 
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