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Audit Corrective Action Plan Process

Dale Kruithoff
Financial Analyst,  Audit Section,

Local Audit and Finance Division, Michigan Department of Treasury



What is an Audit Corrective Action Plan?
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• When non-compliance with budgeting, accounting, auditing, and statutory rules are identified 
in a local unit’s Auditing Procedures Report (APR) and audit, a request for improvement to 
deficiencies letter may be issued.

• The request letter is posted publicly to the Document Search Website and an e-mail is sent to 
the primary contact for the local government unit to let them know that the letter has been 
posted.

 
• A Corrective Action Plan (CAP) is produced by a local government unit in response to the 

request letter and then uploaded to the Local Government Electronic Filing website as a single 
PDF file.

• The CAP explains what the local government unit will do to rectify the deficiencies.
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How to View the CAP Request Letter

• Go to – www.MI.gov/LAFD
• Click “File and Search Reports”
• Click “Document Search”

• Search for your municipality, then 
search by the fiscal year, document 
group, and document type.

http://www.mi.gov/LAFD


How to View the CAP Request Letter
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How to View the CAP Request Letter
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Create Response to CAP Request Letter

• Draft a letter responding to the deficiencies that were noted in the request letter as 
well as the additional deficiencies noted in your audit report.

• For each deficiency, describe the corrective action to be taken and the date the 
action is to be implemented.

• Combine the letter and all supporting documentation into a single PDF file and save 
to your computer.

• Make sure the file name of the PDF document you save does not contain any 
numbers, periods, or other special characters as this may result in an error during 
submission.
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How to Upload and Submit the Audit CAP

• Go to – www.MI.gov/LAFD
• Click “File and Search Reports”
• Click “File Online Reports”

• Log in to the Local Government 
Electronic Filing System using your User 
ID and Password.

• E-mail LAFD_Audits@michigan.gov if 
you have log in issues.

http://www.mi.gov/LAFD
mailto:LAFD_Audits@michigan.gov
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Uploading the Audit CAP
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Uploading the Audit CAP
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Uploading the Audit CAP
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Uploading the Audit CAP
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Post Submission

• After the audit CAP has been submitted, an auditor will review the 
plan and contact you if they need any additional information or have 
any questions.

• The audit CAP will be publicly posted to the Document Search 
Website within a day after submission.

• Please e-mail LAFD_Audits@michigan.gov if you have questions about 
your request for improvement letter or any issues submitting the Audit 
Corrective Action Plan.

mailto:LAFD_Audits@michigan.gov


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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Uniform Chart 
of

Accounts



Five-Year Projection Tool:
Introduction & Instructions 

Jerry Nelsons and Chris Greathouse  
Departmental Analysts,  Analytics and Outreach Section,

Local Audit and Finance Division, Michigan Department of Treasury



Introduction 
to Five-Year 

Projection Tool
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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
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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 non-spendable 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
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Baseline 
Projections
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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 



Utilizing Historical Data
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Five-Year Projection and Growth Rates 
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Five-Year Projection Summary

29



30

Dashboard 



Dashboard 
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Narrative
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Public Act 202 of 2017:
Uniform Actuarial Assumptions for FY 2024

Nick Brousseau - Manager
Local Audit and Finance Division

Bureau of Local Government and School Services
May 30, 2024



Uniform Actuarial Assumptions

• Statutorily required to be published annually
• To be reported on Retirement System Annual Report (Form 5572)
• For reporting purposes only
• Allows comparison of local governments using equivalent assumptions
• More conservative review of retirement obligation
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Actuarial Assumptions Reviewed in 
Uniform Assumptions

• Investment Rate of Return
• Discount Rate
• Salary Increase
• Mortality Table
• Health Care Inflation (for Medical and Drug)  
• Amortization of the Unfunded Actuarial Accrued Liability

Uniform Assumptions for Fiscal Year 2024 Reporting 
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https://www.michigan.gov/treasury/-/media/Project/Websites/treasury/Delta/7/Uniform-Assumption-Memo_FY2024.pdf?rev=f28649b3f368458995b084e19d0fd762&hash=E8C010A54BBFD25D8BCE6B1FA1B04A08


Pension Funding Ratios
Uniform Assumptions vs Funding Assumptions

36

68.0%
67.0%

68.7%

71.3%

70.7%

73.4%

77.7% 78.0%

60.0%

62.0%

64.0%

66.0%

68.0%

70.0%

72.0%

74.0%

76.0%

78.0%

80.0%

2019 2020 2021 2022

Pension Funding Ratios 
Uniform Assumptions vs. Funding Assumptions

Uniform Assumptions Funding Assumptions

5.7%

6.3% 6.2%

5.7%

4.4%

4.9%
5.1% 5.2%

0.00%

1.00%

2.00%

3.00%

4.00%

5.00%

6.00%

7.00%

2019 2020 2021 2022

Pension ADC/Revenue
Uniform Assumptions vs. Funding Assumptions 

Uniform Assumptions Funding Assumptions



OPEB Comparison
Uniform Assumptions vs Funding Assumptions
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Development of Uniform Assumptions 

• Research and benchmarking provided by a 3rd party actuary firm
oUtilize data from National Association of Retirement Administrators Public 

Fund Survey
oReview public retirement funds from state of Michigan public retirement 

systems, other states, and other large public sector retirement systems
oHealth survey of over 100 health insurers, pharmacy benefit managers, and 3rd 

party administrators
oOld Age Survivors and Disability Insurance Trustees Report
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Significant Changes from FY 2023 to FY 2024

• Investment Rate of Return
o Increased from 6.85% to 6.90%

• Health Care Inflation
o Failed to decline as expected 

from FY 23 to FY 24
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Compliance w/ Uniform Assumption 
Requirements

• Uniform Assumptions are for reporting purposes only.
• Must be reported annually as part of Retirement System Annual Report
• Coordinate the development and calculation of uniform assumptions with retirement 

system provider and/or actuary(s).

Uniform Assumptions for Fiscal Year 2024 Reporting 
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https://www.michigan.gov/treasury/-/media/Project/Websites/treasury/Delta/7/Uniform-Assumption-Memo_FY2024.pdf?rev=f28649b3f368458995b084e19d0fd762&hash=E8C010A54BBFD25D8BCE6B1FA1B04A08


Local Government Millages and How 
to Offset Headlee Millage Rollbacks

Howard Heideman,  Administrator 
Local Government Policy Division

Bureau of Local Government and School Services, Michigan  
Department of Treasury



General Law 
Township 

Millage Levies

• A general law township may levy without voter 
approval millage allocated to it either by a 
county allocation board or by a fixed allocation 
approved by county voters.  This is part of the 
15- 18-mill allocation.

• Minimum township allocation is 1 mill.
• With voter approval, a general law township 

may levy millage for any public purpose for up 
to 20 years, subject to the MI constitution’s 50-
mill limit that applies to township, county, and 
school district operating millage.
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Charter 
Township 

Millage Levies

• A charter township may levy up to 5 mills 
without voter approval, whether or not voters 
approved forming the charter township. 

• With voter approval, a charter township may 
levy an additional 5 mills.
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City Millage 
Levies

• A city may levy mills authorized by its charter, 
not to exceed 20 mills.

• In addition, cities may levy, without voter 
approval, an additional three mills for garbage 
services, one mill for library services, one mill 
for services for older adults, and millages to 
fund police and fire pensions.
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County Millage 
Levies

• A county may levy without voter approval 
millage allocated to it either by a county 
allocation board or by a fixed allocation 
approved by county voters.  This is part of the 
15- 18-mill allocation.

• Minimum county allocation is 3 mills.
• With voter approval, a county may levy millage 

authorized by state law for up to 20 years, 
subject to the MI constitution’s 50-mill limit that 
applies to township, county, and school district 
operating millage.
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General Law 
Village Millage 

Levies

• A general law village may levy without voter 
approval up to 12 ½ mills for general expenses, 
up to 5 mills for streets, and up to 1 mill to 
maintain a cemetery (plus an additional amount 
to purchase land for a cemetery).
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Home Rule 
Village Millage 

Levies

• A home rule village may levy up to 20 mills 
without voter approval, as provided by the 
village charter or ordinance.
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1978 Tax 
Limitation 
(Headlee) 

Amendment

• Article IX Section 31

• If the assessed valuation of property as finally equalized, 
excluding the value of new construction and 
improvements, increases by a larger percentage than the 
increase in the General Price Level from the previous 
year, the maximum authorized rate applied thereto in 
each unit of Local Government shall be reduced to yield 
the same gross revenue from existing property, adjusted 
for changes in the General Price Level, as could have been 
collected at the existing authorized rate on the prior 
assessed value.

• That is, if total SEV (now taxable value) excluding new 
construction and improvements increases by more than 
the rate of inflation, each maximum authorized millage 
rate shall be reduced to limit the allowable revenue 
increase to the inflation rate.
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Millage 
Reduction 
Fraction

“Headlee” Millage Reduction Fraction
MCL 211.34d

                                                                  
MRF = (Prior Year Taxable Value -”LOSSES”) X Inflation Rate
      (Current Year Taxable Value -”ADDITIONS”)

Inflation rate to be utilized for calculation of 2024 MRF 
is 5.1% (expressed as 1.051)
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Millage 
Reduction 
Fraction

“LOSSES”
MCL 211.34d(1)(h)

• Property Destroyed  
• Property Removed
• Exempt Property   
• Decrease in Occupancy (before 2014)
• Environmental Contamination

• “LOSSES” NOT:
• Platting
• Splits
• Combinations
• Zoning Changes
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Millage 
Reduction 
Fraction

“ADDITIONS”
MCL 211.34d(1)(b)

• Omitted Real Property 
• Omitted Personal Property
• New Construction
• Previously Exempt Property
• Replacement Construction
• Remediation of Environmental 

Contamination
• Increase in Occupancy (Ruled 

unconstitutional, WpW)
• Public Services (Ruled unconstitutional, Toll 

Northville)
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Millage 
Reduction 
Fraction

“ADDITIONS” NOT
• Platting
• Splits
• Combinations
• Zoning Changes
• Transfers of Ownership
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1994 Proposal 
A

• Article IX Section 3
• For taxes levied in 1995 and each year thereafter, 

the legislature shall provide that the taxable value of 
each parcel of property adjusted for additions and 
losses, shall not increase each year by more than the 
increase in the immediately preceding year in the 
general price level, as defined in section 33 of this 
article, or 5 percent, whichever is less until 
ownership of the parcel of property is transferred. 
When ownership of the parcel of property is 
transferred as defined by law, the parcel shall be 
assessed at the applicable proportion of current 
true cash value.
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Headlee 
Amendment and 
1994 Proposal A 
Cause of Millage 

Reductions

• When ownership of a parcel of property is 
transferred as defined by law, in the following 
year the taxable value of the parcel “pops up” 
to 50% of current true cash value.  This increase 
in value above inflation can trigger a millage 
rollack.
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GENERAL 
PROPERTY TAX 

ACT
PA 206 OF 1893, as 

amended
LOCAL UNIT 
ASSESSMENT 

RESPONSIBILITIES

• TRANSFERS OF OWNERSHIP 
CONVEYANCES
MCL 211.27a(6)(a-k)

• Deed
• Land Contract
• Distribution from a Trust
• Conveyance to a Trust
• Change of Sole Beneficiary of a Trust
• Distribution by Will or by Intestate Succession
• Conveyance by Lease
• Conveyance of >50% Ownership Interest in 

Corporation, Partnership, LLC, LLP or other Legal 
Entity

• Tenancy in Common
• Conveyance of Ownership Interest in Cooperative 

Housing Corporation
• Portion of a parcel that ceases to be qualified 

agricultural property
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GENERAL 
PROPERTY TAX 

ACT
PA 206 OF 1893, as 

amended
LOCAL UNIT 
ASSESSMENT 

RESPONSIBILITIES

NON-TRANSFERS OF OWNERSHIP 
CONVEYANCES
MCL 211.27a(7)(a-x)
Conditions apply to many of the non-
transfers

 

56

• Spouse to Spouse
• Tenants by the Entireties 
• Life Estates 
• Foreclosure or Forfeiture
• Redemption of Tax 

Reverted Property
• Trust - Trustor = Sole 

Beneficiary
• Joint Tenancy - Original 

Owner Member 
• Security Interest Affiliated 

Groups
• Normal Public Trading of 

Stock

• Entities Under Common 
Control

• Tax-Free Reorganization
• Qualified Agricultural 

Property
•  Qualified Forest Property
• Conservation Easements
• First Degree Relative
• Boy Scouts, Girl Scouts, 4-H
• Consolidation
• Trust – Settlor’s

 



Offsetting 
Headlee 

Rollbacks

• State law requires voters to approve a millage 
increase in order to offset a Headlee millage 
rollback.

• The term renewal may be used when existing 
millage is expiring and the new millage does not 
result in a millage increase.

• A single ballot question may include both a renewal 
and an increase only if the increase 0.5 mills or less.

• A local government may ask voters to approve more 
mills than it intends to levy.  Rollbacks are based on 
the authorized rate.
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Offsetting 
Headlee 

Rollbacks

• NEW DEVELOPMENTS
• Some legal counsel are writing ballot 

language to replace an existing millage 
authorization with a new authorization, to 
take effect before the existing mills expire.

• In November 2018 Schoolcraft Community 
College asked voters to approve a 10-year 
millage authorization to be assessed 
“without further reduction by Section 31 of 
Article IX, State Constitution of 1963.”
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General Law Township Millage Levies

• A general law township may levy without voter approval millage allocated to it 
either by a county allocation board or by a fixed allocation approved by county 
voters.  This is part of the 15- 18-mill allocation.

• Minimum township allocation is 1 mill.
• With voter approval, a general law township may levy millage for any public 

purpose for up to 20 years, subject to the MI constitution’s 50-mill limit that 
applies to township, county, and school district operating millage.
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Charter Township Millage Levies

• A charter township may levy up to 5 mills without voter approval, whether or 
not voters approved forming the charter township. 

• With voter approval, a charter township may levy an additional 5 mills.
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City Millage Levies

• A city may levy mills authorized by its charter, not to exceed 20 mills.
• In addition, cities may levy, without voter approval, an additional three mills for 

garbage services, one mill for library services, one mill for services for older 
adults, and millages to fund police and fire pensions.
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County Millage Levies

• A county may levy without voter approval millage allocated to it either by a 
county allocation board or by a fixed allocation approved by county voters.  This 
is part of the 15- 18-mill allocation.

• Minimum county allocation is 3 mills.
• With voter approval, a county may levy millage authorized by state law for up to 

20 years, subject to the MI constitution’s 50-mill limit that applies to township, 
county, and school district operating millage.
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General Law Village Millage Levies

• A general law village may levy without voter approval up to 12 ½ mills for general 
expenses, up to 5 mills for streets, and up to 1 mill to maintain a cemetery (plus 
an additional amount to purchase land for a cemetery).
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Home Rule Village Millage Levies

• A home rule village may levy up to 20 mills without voter approval, as provided 
by the village charter or ordinance.

64



1978 Tax Limitation (Headlee) Amendment

• Article IX Section 31
• If the assessed valuation of property as finally equalized, excluding the value of new 

construction and improvements, increases by a larger percentage than the increase in the 
General Price Level from the previous year, the maximum authorized rate applied 
thereto in each unit of Local Government shall be reduced to yield the same gross 
revenue from existing property, adjusted for changes in the General Price Level, as could 
have been collected at the existing authorized rate on the prior assessed value.

• That is, if total SEV (now taxable value) excluding new construction and improvements 
increases by more than the rate of inflation, each maximum authorized millage rate shall 
be reduced to limit the allowable revenue increase to the inflation rate.
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Millage Reduction Fraction

“Headlee” Millage Reduction Fraction
MCL 211.34d
                                                                  
MRF = (Prior Year Taxable Value -”LOSSES”) X Inflation Rate
      (Current Year Taxable Value -”ADDITIONS”)

Inflation rate to be utilized for calculation of 2024 MRF is 5.1% (expressed as 
1.051)
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Millage Reduction Fraction
“LOSSES”
MCL 211.34d(1)(h)

• Property Destroyed  
• Property Removed
• Exempt Property   
• Decrease in Occupancy (before 2014)
• Environmental Contamination

• “LOSSES” NOT:
• Platting
• Splits
• Combinations
• Zoning Changes
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Millage Reduction Fraction

“ADDITIONS”
MCL 211.34d(1)(b)

• Omitted Real Property 
• Omitted Personal Property
• New Construction
• Previously Exempt Property
• Replacement Construction
• Remediation of Environmental Contamination
• Increase in Occupancy (Ruled unconstitutional, WpW)
• Public Services (Ruled unconstitutional, Toll Northville)
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Millage Reduction Fraction

“ADDITIONS” NOT
• Platting
• Splits
• Combinations
• Zoning Changes
• Transfers of Ownership
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1994 Proposal A

• Article IX Section 3
• For taxes levied in 1995 and each year thereafter, the legislature shall provide that 

the taxable value of each parcel of property adjusted for additions and losses, 
shall not increase each year by more than the increase in the immediately 
preceding year in the general price level, as defined in section 33 of this article, or 
5 percent, whichever is less until ownership of the parcel of property is 
transferred. When ownership of the parcel of property is transferred as defined 
by law, the parcel shall be assessed at the applicable proportion of current true 
cash value.
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Headlee Amendment and 1994 Proposal A 
Cause of Millage Reductions

• When ownership of a parcel of property is transferred as defined by law, in the 
following year the taxable value of the parcel “pops up” to 50% of current true 
cash value.  This increase in value above inflation can trigger a millage rollack.
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• TRANSFERS OF OWNERSHIP CONVEYANCES
MCL 211.27a(6)(a-k)

• Deed
• Land Contract
• Distribution from a Trust
• Conveyance to a Trust
• Change of Sole Beneficiary of a Trust
• Distribution by Will or by Intestate Succession
• Conveyance by Lease
• Conveyance of >50% Ownership Interest in Corporation, Partnership, LLC, LLP or other Legal Entity
• Tenancy in Common
• Conveyance of Ownership Interest in Cooperative Housing Corporation
• Portion of a parcel that ceases to be qualified agricultural property
 

GENERAL PROPERTY TAX ACT - PA 206 OF 1893, as amended
LOCAL UNIT ASSESSMENT RESPONSIBILITIES



GENERAL PROPERTY TAX ACT - PA 206 OF 1893, as amended
LOCAL UNIT ASSESSMENT RESPONSIBILITIES

• NON-TRANSFERS OF 
OWNERSHIP CONVEYANCES
• MCL 211.27a(7)(a-x)
• Conditions apply to many of the 
non-transfers

• Spouse to Spouse
• Tenants by the Entireties 
• Life Estates 
• Foreclosure or Forfeiture
• Redemption of Tax Reverted 

Property
• Trust - Trustor = Sole 

Beneficiary
• Joint Tenancy - Original 

Owner Member 
• Security Interest Affiliated 

Groups
• Normal Public Trading of 

Stock
• Entities Under Common 

Control
• Tax-Free Reorganization
• Qualified Agricultural Property
•  Qualified Forest Property
• Conservation Easements
• First Degree Relative
• Boy Scouts, Girl Scouts, 4-H
• Consolidation
• Trust – Settlor’s
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Offsetting Headlee Rollbacks

• State law requires voters to approve a millage increase in order to offset a 
Headlee millage rollback.

• The term renewal may be used when existing millage is expiring and the new 
millage does not result in a millage increase.

• A single ballot question may include both a renewal and an increase only if the 
increase 0.5 mills or less.

• A local government may ask voters to approve more mills than it intends to levy.  
Rollbacks are based on the authorized rate.

 

74



Offsetting Headlee Rollbacks

• NEW DEVELOPMENTS
• Some legal counsel are writing ballot language to replace an existing millage 

authorization with a new authorization, to take effect before the existing mills 
expire.

• In November 2018 Schoolcraft Community College asked voters to approve 
a 10-year millage authorization to be assessed “without further reduction by 
Section 31 of Article IX, State Constitution of 1963.”
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Fiscally Ready 
Communities 

Program – 
Training 

Opportunities

• 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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