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Welcome & 
Introductions 

Cary Jay Vaughn, CPA
Administrator
Local Audit and Finance Division, Michigan Department of Treasury



Agenda



Budget Manual

Yongping McDonnell, CPA 
Manager

Local Audit and Finance Division, Michigan Department of Treasury
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Uniform Budget Manual

Revised January 2024

Audit Section
Local Audit and Finance Division
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Uniform Budget Manual   -  Revised in January 2024

Major Updates
• Formatting changes to provide a better picture of complete budget process
• Requirements on budget for General Fund
• Clarifications/requirements on budgetary reporting
• Common Issues Related to Budgeting Process
• Remove the provision of the budget act 
• Terminologies Used
• ADA compliance

Effective Date:
       Tentative effective date: For FYE June 30, 2024, and after
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Formatting changes to provide a better picture of complete budget process.

General 
Budgeting 
Timeline
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Formatting changes to provide a better picture of complete budget process.

Budget 
Adoption



9

Requirements on General Fund Budget

General Fund Budget Adoption
• Revenues required to be adopted by source.

Uniform Chart of 
Accounts 
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General Fund Budget Adoption
• Expenditures required to adopt at activity level as the control level, if not at further detailed level. 

Requirements on General Fund Budget

Uniform Chart of 
Accounts Section 3: 
Table of Activities
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Requirements on General Fund Budget

General Fund Budgetary Reporting
• Detailed revenues by source under revenue sub-control accounts should be reported on the 

budgetary comparison schedules.

Uniform Chart of 
Accounts 
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Requirements on General Fund Budget

General Fund Budgetary Reporting
• Detailed revenues by source under revenue sub-control accounts should be reported on the 

budgetary comparison schedules.
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General Fund Budgetary Reporting
• Require to report expenditures at activity level, if not at further detailed level. 

Requirements on General Fund Budget

Uniform Chart of Accounts 
Section 3: Table of Activities
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An example: 
Expenditures at 
activity level

Requirements on General Fund Budget

General Fund Budgetary Reporting

• Require to report expenditures at 
activity level, if not at further detailed 
level. 
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Common Budgetary Issues

Exposure Draft 
Budget Manual



Remove the provision of the budget act 

Provisions of 
PA 2 of 1968 
Removed

16
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Old Budget Manual Jan 2024 Revisited Version 

Terminologies Used



Budget Examples

An example of a General Fund budget

An example of General Appropriations Act

An example of a budget amendment New
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ADA Compliance

comply with the Americans with Disabilities Act of 
1990 (ADA) 

19



Numbered Letters Update

Cary Jay Vaughn, CPA 
Administrator

Local Audit and Finance Division, Michigan Department of Treasury
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Numbered 
Letters
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Updates • Starting with 1993-1997



23

Future Remaining 60% over the 
next three years
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Uniform Chart 
of

Accounts
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What to 
Expect

Three Documents:
1. Clean Copy
2. Marked Up Copy
3. Short Memorandum 

of Changes



Deficit Elimination Process 

Bill Sanders 
Senior Auditor, Municipal Finance Section,

Local Audit and Finance Division, Michigan Department of Treasury



Deficit Elimination Plans
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Numbered Letter 2016-1



Deficit 
Elimination 
Plans

What is a 
deficit?
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Governmental Funds

• Unrestricted Fund Balance less than 
$0

• Unrestricted = Sum of committed, 
assigned, and unassigned 

Proprietary, Fiduciary, 
Discretely Presented 
Component Units
• Unrestricted Net Position or Total 

Net Position less than $0

If I have a fund deficit do I 
automatically owe Treasury a 
DEP?  
• No

28



Deficit Elimination Plans

Three ways to determine the deficit to be eliminated

• General Funds

• Governmental Funds other than the General Fund
• Special Revenue
• Capital Projects
• Debt Service

• Proprietary, Fiduciary, Discretely Presented Component Units
• Enterprise
• Internal Service
• Downtown Development Authority

29



Deficit 
Elimination 
Plans

General 
Funds

• If you have an unrestricted fund balance deficit, 
you owe a DEP

• No exceptions

• Since 2000, 5% of Michigan local governments have 
had a General Fund deficit (102 out of 1,856)

• 8 Counties
• 23 Townships
• 40 Cities
• 31 Villages
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Deficit Elimination Plans

General Funds

31
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Deficit 
Elimination 
Plans

General 
Funds

32



Deficit Elimination Plans

Local Government General Funds - Statewide
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2017 2022

Median Unrestricted Fund Balance (% of revenues) 74% 118%

# of Units above 16.67% (2 months) 1767 1732

Percent of Total Units above 16.67% 95% 93%

Unrestricted Fund Balance - Bottom 10th Percentile 39% 33%



Deficit Elimination Plans

General Fund Balance Trends – By Local Government Type
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Counties (n=83) Cities (n=280)
Townships 
(n=1,240) Villages (n=253)

2017 2022 2017 2022 2017 2022 2017 2022
Median Unrestricted Fund 
Balance (% of revenues) 34% 38% 39% 49% 139% 153% 79% 89%

# of Units above 16.67% 69 65 250 257 1,216 1,184 232 225

Percent of Total Units 
above 16.67% 83% 78% 88% 94% 96% 97% 89% 93%

Unrestricted Fund Balance 
- Bottom 10th Percentile 14% 15% 16% 23% 61% 77% 20% 27%



Deficit 
Elimination 

Plans

Governmental 
Funds other 

than the 
General Fund

• If you have an unrestricted fund balance deficit, 
you owe a DEP unless

• Deferred inflows (minus taxes and special 
assessments receivable) is greater than the 
unrestricted fund balance deficit

• Often timing issues (Community 
Development Block Grant - CDBG)

• Why subtract taxes and special assessments 
receivable?

• For December FYEs that have a 
December tax levy

• DR-Taxes Receivable, CR-Deferred 
Inflows 

• Don’t get credit for deferred inflows 
attributed to taxes receivable
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Deficit Elimination Plans

Proprietary, Fiduciary, 
Discretely Presented 
Component Units (full 
accrual funds)

• If you have an unrestricted or total net 
position deficit, you owe a DEP unless

• Deferred inflows (minus taxes and 
special assessments receivable) is 
greater than the deficit

• Current assets exceed current 
liabilities (exclude current portion of 
long-term debt)

• Full accrual to modified accrual 
conversion

• For details, see Numbered Letter 
2016-1

• 7 different examples 

36



Deficit Elimination Plans

What is the process?

37

• Starts with your Auditing Procedures Report (APR) submitted with audit
• Make sure your correct email address is entered for correspondence



Deficit Elimination Plans
APR submitted, what’s next?

• Next business day, DEP request letter emailed and posted on website
• Make sure APR has correct local government contact email address

• 30 calendar days to submit DEP to Treasury 
• Includes certified authorizing resolution

• Each fund gets a five-year period to eliminate deficit
• Deficit in FY 2024, get FYs 2025-2029 to eliminate deficit
• This is not a rolling five-year period
• Refreshed plan with board approval required each year
• 50% of deficits eliminated in one-year

• Primary local governments (counties, townships, cities, villages) are responsible for 
the plans of discretely presented component units

38



Deficit Elimination Plans

First letter from Treasury

39



Deficit Elimination Plans

What should a DEP look like?
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Deficit Elimination Plans

Second letter from Treasury

41

• Letter sent if no DEP submitted after 30 days from first letter

• Letter will be emailed and posted on Treasury website

• Withhold 25% of statutory revenue sharing (not constitutional)
• How often?  Average 20 local governments per year (14%)

• Revenue sharing returned when DEP has been submitted and a 
determination has been made by Treasury



Deficit Elimination Plans

Determination Letter

• Is the deficit eliminated?

• Does the accounting work?

• Explanations of variances over 5%
• Revenue increases
• Expenditure decreases

• Did the governing body approve DEP via resolution?

• Determination letter (approval or denial) will be emailed and posted on 
Treasury website
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Deficit Elimination Plans

Historical since 2000
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Online Videos
• Treasury has created online videos for the topics below.  

These are YouTube videos. Each video lasts approximately five 
minutes.  Go to Michigan.gov/MunicipalFinance, at the top of 
the page click on “Education and Training Resources,” then 
scroll down to find the “Video Library.”

• Deficit Elimination Plans (2 videos)
• Qualifying Statement (2 videos)
• Prior Approval Application (4 videos)
• Security Reports (2 videos)

44



Protecting Local Government Retirement 
and Benefits Act (PA 202 of 2017): 

Overview 2017-2022
Nick Brousseau

Manager
Local Audit and Finance Division, Michigan Department of Treasury



Protecting MI Pension Grant Statistics

• Goal – Reduce the unfunded pension liability 
• $553 million in Protecting MI Pension Grant Awards
• 123 Communities Impacted (receiving grant award)
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Reporting 
Data :

Public Act 202 
of 2017

47



Unfunded Liabilities 2017-2022
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Median Funded Ratio 2017-2022
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Number of Plan Members
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Unfunded ($0 Assets) OPEB Systems 2017-2022
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Total Assets & Total Liabilities 2017-2022: OPEB
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Median Funded Ratio OPEB 2017-2022
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Change in Unfunded Liabilities 2021-2022: Pension
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Local Government Plans Removed from CAP
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Fiscally Ready 
Communities 

Program –
Training 

Opportunities

• Budgeting for Fiscal Sustainability – March 
14th, 2024

• Capital Asset Management – April 22nd, 2024

• Internal Controls – May 9th, 2024

• Nuts and Bolts: Fees, Fines, Purchasing and 
Receipting – June 3rd, 2024

• New Module for 2024 – More Information 
Coming Soon!



www.michigan.gov/treasury 

@MITreasury

Thank 
you! 
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