
Michigan Department of Treasury
Local Audit and Finance Division

Michigan.gov/LAFD for training, 

guidance, and information.

Sign up for our email alerts and keep up to date 
on what we offer.
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Chart Chat Webinar
Thursday, May 28, 2026

2:00 PM



Agenda

Welcome & Introductions with Cary Jay Vaughn, CPA, Administrator,  
the Local Audit and Finance Division, Michigan Department of Treasury 

Local Audit and Finance Division – Getting to Know the Audit 
Section with Yongping McDonnell, CPA, Manager, and the Audit Section  
staff, Michigan Department of Treasury 

Fiscal Awareness / Planning with Nicholas Brousseau, Manager, 
Analytics and Outreach Section, the Local Audit and Finance Division, 
Michigan Department of Treasury 

Coming Updates with Cary Jay Vaughn, CPA, Administrator, the Local 
Audit and Finance Division, Michigan Department of Treasury 

Closing Remarks with Cary Jay Vaughn, CPA, Administrator, the Local 
Audit and Finance Division, Michigan Department of Treasury 



Yongping McDonnell, CPA,  Audit Section Manager

Local Audit and Finance Division
Audit Section



PA 2 of 1968 – Uniform Budgeting and 
Accounting Act

Karyna Garlitos, CPA,  Auditor

May 28, 2026



PA 2 of 1968 – Uniform Budgeting and 
Accounting Act

Some of the requirements of PA 2 of 1968:
• Establishes uniform budgeting and accounting requirements
• Ensures transparent financial reporting
• Requires annual/biennial audits for local units
• Foundation for fiscal accountability in Michigan
• A local unit may not spend more than the amount appropriated by its 

legislative body.
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PA 2 of 1968 – Uniform Budgeting and 
Accounting Act (cont.)

In accordance with the Act, our responsibilities as auditors include, but are 
not limited to, the following:
• Ensuring that local units comply with the Uniform Chart of Accounts
• Verifying adherence to all statutory budget requirements
• Reviewing any reported instances of fraud, illegal acts, or unauthorized 
expenditures as noted in the audit and the auditing procedures report form
• Evaluating the quality of audit reports as mandated by Section 141.427
• Issuing guidance to local units through official manuals, including the 
Uniform Chart of Accounts Manual, the Budget Manual, and the Uniform 
Reporting Format, etc.
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Audit Review Process Overview

Olivia Adams,  Auditor

May 28, 2026



Audit Review Process

Review Audit, APR, Others

Corrective Action Plan 
(CAP) Request

Corrective Action Plan 
(CAP) Review

Close the Case Additional Reporting 
Information (ARI) Request

Close the case
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Audit and F65 Filing and Analysis

Dale Kruithoff, Financial Analyst

May 28, 2026



• Delinquent Audit and F65
• F65 Integrity Checks
• Audit and F65 Extensions
• Corrective Action Plan Filing
• Issues Filing/Website Accounts
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Delinquent Audit and F65

• Local governments must file annual/biennial audits and the F65 report within six months after fiscal 
year end.

• The system identifies late filings and sends automatic delinquency notices the day after the 
deadline.

• If the audit or F65 remains unfiled after 30 days, a second notice (the Revenue Sharing 
Withholding, or RSW, letter) is issued.

• After an additional 30 days with no progress, direct outreach via phone calls and e-mails begins to 
local officials and/or their CPAs.

12



F65 Integrity Check

• Public Act 2 of 1968 requires local governments to file the F-65 report within six months after fiscal 
year end.

• Compare F-65 data with the audit to identify discrepancies.

• Contact the local unit for corrections and resubmission when differences are found.
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Audit and F65 Extensions

• The chief administrative officer (CAO) of a local government may request an extension if an audit 
cannot be completed within six months after fiscal year end.

• The local government can only request an extension once per audit and the extension is only valid for a 
month.

• Extension requests must come directly from the CAO or their local government designee and be 
submitted through Treasury’s online document-filing site.

• Extensions are only approved for reasonable circumstances beyond the local unit’s control.
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Audit Corrective Action Plan Filing

• Draft a letter responding to all deficiencies noted in the audit and request letter.

• Combine the response and all supplemental materials into a single PDF.

• Log in to the Local Government Electronic Filing System and select “Corrective Action Plan for Audit” for 
the correct fiscal year.

• Upload the single PDF, then certify and submit.

• Ensure the PDF file name contains no periods or special characters to avoid submission errors.
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https://treas-secure.state.mi.us/LAFDeform/TL41W71.aspx?ReturnUrl=%2fLAFDEForm%2f


Filing Website Account Issues

• Request Access to filing site

• Password Recovery

• Call or E-mail 517-335-7469 - 
LAFD_AUDITS@michigan.gov
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Field Audit Team

Mike Forward, CPA, Field Audit Manager
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Field Audit Team Staff

• Field Audit Manager – Mike Forward, CPA

• Senior Auditor – Derek Hall, Brenda Drayton, Roxanne 
Foster

• Auditor – Sarah Walker, Raina Tincknell



Maintaining Fiscal Health 
Ahead of a Potential Fiscal Cliff

Nick Brousseau, Manager, Analytics and Outreach Section, Local Audit and Finance 
Division



What is a ‘Fiscal Cliff ’?

• In the context of what we are discussing today, a fiscal cliff occurs when a 
combination of events occur to create an unfavorable position in terms of 
revenue generation, expenditure needs, or a combination of the two.
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Contributing Factors

• ARPA funds
• Must be expended by 12/31/2026
• Recurring costs from ARPA expenditures

• Cyclical Economy
• 2008-2009 last sustained economic 

downturn/recession
• Taxable Value Recovery Time

• Due to statutory limitations, taxable value can take 
much longer to recover than it can to decline
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Contributing Factors (ARPA Fund Exhaustion)
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Regarding ARPA 
funds…

• Annual and Quarterly (Q1) Reports were due on April 30, 2026. 

• US Treasury Resources:
• State and Local Fiscal Recover Funds (SLFRF) webpage: 

https://home.treasury.gov/policy-issues/coronavirus/assistance-
for-state-local-and-tribal-governments/state-and-local-fiscal-
recovery-funds

• SLFRF Newsletter: 
https://home.treasury.gov/system/files/136/SLFRF-April-26-
Newsletter.pdf

• Reporting Resource: April 2026 Project & Expenditures Report 
User Guide: https://home.treasury.gov/system/files/136/April-
2026-Project-and-Expenditure-Report-User-Guide.pdf

• Questions should be directed to the US Treasury at 
SLFRF@treasury.gov, 1-844-529-9527.
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Contributing Factors (Taxable Value Recovery)
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Contributing Factors (Fund Balance Health)
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Preplanning
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What is 
Preplanning? 

• Preplanning is the process of thinking and 
documenting the activities required to 
achieve a desired goal. This includes the 
creation and implementation of a plan, 
prior to any actions being taken

• A process that you should do annually
• It is proactive!

o Helps local governments make 
decisions before there are financial and 
public pressures

o Assists with operational stability and 
consistency
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Preplanning: How does everything connect?
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Strategic Plan

Master 
Plan

Budget

Capital 
Improvement 

Program

Other 
Plans 



Preplanning-Budgeting
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• Budgeting for Fiscal Sustainability, Fiscally Ready Communities Webinar
• Multi-Year Budget Projection Tool

Budgeting Best Practices and Tools

1. Preparation 
2. Review

a. Easy misses
i. Capital Improvement Plan
ii. Tax Increment Finance (TIF)
iii.Recreation Plan
iv.Changes to Collective Bargaining Agreements, debt payments, grants, one-

time revenues
3. Appropriation

a. Prioritize: Debt payments, Pension/OPEB required costs, Payroll, Utility 
payments; Planned capital improvements

b. Tie to Capital Improvement Plan (CIP)
4. Implementation
5. Review (Regular amendments)

Stages of budgeting:

https://www.michigan.gov/treasury/-/media/Project/Websites/treasury/BLGSS/LAFD/Webinar/FY25/2025-Budgeting-for-Fiscal-Sustainability-Webinar-Slides.pdf?rev=b9720a18c2f141c1824011d80dfe058a&hash=0845EF68A4C6EF6547C03FB11B7FDD4E
https://www.michigan.gov/treasury/-/media/Project/Websites/treasury/BLGSS/LAFD/Webinar/FY25/2025-Budgeting-for-Fiscal-Sustainability-Webinar-Slides.pdf?rev=b9720a18c2f141c1824011d80dfe058a&hash=0845EF68A4C6EF6547C03FB11B7FDD4E
https://www.michigan.gov/treasury/-/media/Project/Websites/treasury/BLGSS/LAFD/LAFD-MISC/Financial-Projection-Tool-9-20-22Webxlsb.xlsb?rev=c50fbffd3a7d4a0498dc4752a6db128d&hash=9D9C3B4EAA75E444B8B84F15234AF864
https://www.michigan.gov/treasury/-/media/Project/Websites/treasury/BLGSS/LAFD/LAFD-MISC/Financial-Projection-Tool-9-20-22Webxlsb.xlsb?rev=c50fbffd3a7d4a0498dc4752a6db128d&hash=9D9C3B4EAA75E444B8B84F15234AF864
https://www.michigan.gov/treasury/-/media/Project/Websites/treasury/BLGSS/LAFD/LAFD-MISC/Financial-Projection-Tool-9-20-22Webxlsb.xlsb?rev=c50fbffd3a7d4a0498dc4752a6db128d&hash=9D9C3B4EAA75E444B8B84F15234AF864
https://www.michigan.gov/treasury/-/media/Project/Websites/treasury/BLGSS/LAFD/LAFD-MISC/Financial-Projection-Tool-9-20-22Webxlsb.xlsb?rev=c50fbffd3a7d4a0498dc4752a6db128d&hash=9D9C3B4EAA75E444B8B84F15234AF864


Baseline Budget 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 30



Introduction to Five-Year Budget 
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 

31



Preplanning - Benefits of Multi-Year Planning
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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

Monitor fiscal health 
metrics to measure 
solvency:

Cash Ratio

General Fund Ratio

Net Position Ratio

Taxable Value per Capita

Utilize other 
preplanning documents 
in budget development:

Capital Improvements Plan

Master Plans

Zoning Plans and Ordinances



Preplanning – Capital Improvement Plan

• Capital Improvement Plan/Program (CIP) and other preplanning
• Michigan Planning Enabling Act (Act 33 of 2008)
• 2025 Capital Asset Management and Planning Slides
• Document/track asset data and goals
• Prioritize spending that will reduce higher cost due to failure
• Assess risk and plan to prevent, mitigate or adapt in order to deliver 

necessary or desired services
• Michigan Infrastructure Council: https://www.michigan.gov/mic 

• Asset Management Champions program: 
https://www.michigan.gov/mic/am-champions
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https://www.michigan.gov/treasury/-/media/Project/Websites/treasury/BLGSS/LAFD/Webinar/FY25/2025-Capital-Asset-Management-and-Planning-Slides.pdf?rev=c294c4737e69410fb3dc3deb6c84271b&hash=A031C001E2B66BAFE4EA5AE6BB3AC7F8
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Preplanning - Policies
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FUND BALANCE 
POLICIES

GRANTS 
MANAGEMENT



Grant 
Preplanning 

Ideas

Do you have any projects in mind?

Who makes the decision to pursue grant funding of a specific 
project?

How do you find grants?

Timeline to develop components of grant

Follow Local Procedures

Nuts and Bolts of the Project

Problems and Pitfalls?

Long term ramifications

35



Grant Preplanning Ideas II
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Do you have any 
projects in mind?

Is it supported by a 
formal plan or 
document 
demonstrating need 
or strategic vision?

Who makes the decision 
to pursue grant funding of 

a specific project?

The elected body? 
Local government 
administration and 
staff?
Do you use a grant 
committee?

How to find grants? 
Research!

https://mifundinghub.org/
Who does this?

Timeline to develop 
components of 

grant

Community 
background, maps, 
photos, ideas
Division of labor 
(who does what?)
• Both now and into the 

administration/reporting

Is Elected Body 
preapproval required? 
• Application?
• Acceptance of funds?

https://mifundinghub.org/


Grant Preplanning Ideas III
Nuts and Bolts of the 

Project

• Do you need a match? Do you 
have a match? Can you find 
matching funds?

• Cashflow for supporting grant 
project

• Do you need assistance in 
developing application or 
getting bids
• Is there professional 

assistance needed to manage 
grant project?

• Have you considered who will 
handle the actual paperwork?
• Application, project 

administration, post-project 
administration

• Are there other communities 
or entities involved? 
• Are they meeting these 

requirements

Problems and Pitfalls? Long term ramifications

• Maintenance
• Land/deed restrictions
• Long term capacity
• Community/Regional need
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Back to the Basics: 
Internal Controls

• Review your internal controls/update as needed
• Five Components of Internal Control:

• Control Environment
• Risk Assessment
• Control Activities
• Information and Communication
• Monitoring

Resources:
• Accounting Procedures Manual
• Fiscally Ready Communities Best Practices – 

Internal Controls Policy Guide
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https://www.michigan.gov/treasury/-/media/Project/Websites/treasury/MISC_3/AccountingProceduresManual.pdf?rev=8e4566a247914367b57a7efeec4d084c&hash=93DEE7FF8F7551979B55EDBFE42FE67C
https://www.michigan.gov/treasury/-/media/Project/Websites/treasury/MISC_3/AccountingProceduresManual.pdf?rev=8e4566a247914367b57a7efeec4d084c&hash=93DEE7FF8F7551979B55EDBFE42FE67C
https://www.michigan.gov/-/media/Project/Websites/treasury/FRC/Uncategorized/Treasury_FRC_Best_Practices_9-22-2020.pdf?rev=e24982894bd34273bf12945d45f36a5b
https://www.michigan.gov/-/media/Project/Websites/treasury/FRC/Uncategorized/Treasury_FRC_Best_Practices_9-22-2020.pdf?rev=e24982894bd34273bf12945d45f36a5b
https://www.michigan.gov/-/media/Project/Websites/treasury/FRC/Uncategorized/Treasury_FRC_Best_Practices_9-22-2020.pdf?rev=e24982894bd34273bf12945d45f36a5b
https://www.michigan.gov/-/media/Project/Websites/treasury/FRC/Uncategorized/Treasury_FRC_Best_Practices_9-22-2020.pdf?rev=e24982894bd34273bf12945d45f36a5b


Staffing
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EVALUATE STAFFING 
LEVELS AND CAPACITY

SPECIAL CONCERN



Risk Assessment
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GFOA RISK 
ASSESSMENT

TREASURY IDENTIFIED 
RISK FACTORS



Becoming Your 
Trusted Partner
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Local Government and School 
Service Initiatives

Our
Vision

To be a trusted resource and partner 
in developing vibrant and 
resilient communities…

42



Building a Strategy That Supports 
Our Local Partners

Priority #1:  We will 
establish and build 

trusted relationships 
with local units to 

become/remain a trusted 
partner.

Priority #2: Local units of 
government will benefit 
from using collaboration 
tools that allow them to 

submit complete and 
accurate required 

information.  

Priority #3: Improve data 
sharing within State and 
Local Finance to reduce 
reporting redundancies 

and improve 
collaboration.

Priority #4: Develop a 
secure and stable system 

to collect and 
acknowledge receipt of 
reports and  notify the 
required business areas. 

Strategic Priorities

Our North Star

We will expand on our Trusted 
Partner role by reviewing 
reporting requirements to 

improve reporting efficiencies 
and provide clear and 

understandable guidance for 
our local partners. 

In addition, we will utilize 
tools to assist in identifying 
errors and local issues that 
might indicate a need for 

technical assistance.
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Local Government and School 
Services Initiatives

Build trusted 
relationships as a 

resource and service 
provider.

• Provide technical assistance and services to under-resourced 
communities (targeted work projects)

• Information and training opportunities for enhanced decision making

• Facilitate long-term planning strategies and opportunities (financial 
toolkits to be proactive in addressing future capital financing or 
cashflow needs)

• Monitor market trends, new bond financing or relief programs for 
cost savings opportunities.
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Local Government and School 
Services Initiatives Continued

• Enhancing ELITES data collection platform for statutorily required 
compliance reporting 

• Make it more intelligent identifying errors in report submissions real-
time

• Continuous improvement analysis to eliminate redundant reporting 
requirements

• Increasing security and ensuring ADA-compliance (screen readers 
and color display)

• Ensure consistent, timely automated responses to acknowledge 
receipt of reports or missing information or deficiencies.

• Cross-sharing of information to promote collaborative 
responsiveness 

Focus on technology 
enhancements and 

improvements
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Local Government and School 
Services Initiatives III

Align services with 
the needs of local 
governments and 

schools

• More web-based information, FAQ and guidance content available 
when needed.

• Seeking input and feedback through the Local Government Advisory 
Team which includes a range of professional organizations providing 
input on behalf of local government.

• Partnering with local government groups on the review of proposed 
legislation and its impact on local governments.

• Advocating for expansion of legislation to support fiscal stability (Early 
Warning legislation)
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Tools and Resources

47

Rate Studies? Contact Treasury:
Consultation services related to 
budgeting, internal controls, asset 

projects, etc.       
www.Michigan.gov/LAFD 

Cross-department collaboration and 
support

Asset Management and Infrastructure 
Support: Michigan Infrastructure Council, 

www.Michigan.gov/mic

Other Resources

http://www.michigan.gov/LAFD
http://www.michigan.gov/mic


Coming Updates 

Cary J. Vaughn, CPA,  Administrator, Local Audit and Finance Division



Looking Ahead

• ADA
• Expanded Training Calendar
• New Software
• Outreach – Planning for Potential Economic Downturn



Thank you! 

For anything you may have missed, 
please visit our LAFD webpage for 
training, guidance, and information. 

Don’t forget to sign up for our 
email alerts and keep up to date 
on what we offer.
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