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How to Use This Toolkit 
 
 
This toolkit helps municipal f inance staff — including city clerks, bookkeepers, and finance officers — 
understand and implement practical internal controls. Internal controls are the everyday procedures and 
checks that protect your city's money, prevent errors, and demonstrate accountability to your 
community and your auditor. 
 
You do not need a formal accounting background to use this guide. Each section explains: 

• What the control is and why it matters 
• How to apply it in a small municipality with limited staf f  
• What to do when you cannot fully separate duties among staf f  
• What auditors look for and how to document your controls 

 

! 
A Note on Small-City Realities 
Most small Alaska municipalities operate with one or two finance staff members. This toolkit acknowledges that 
reality. It is built around compensating controls — alternative oversight methods that can substitute for 
traditional segregation of duties when staffing is limited. 

 

Regulatory Framework 

COSO Internal Control — Integrated Framework: The nationally recognized standard for internal control 
design and evaluation used by auditors. 
GASB Statement No. 34: Requires governments to maintain systems of internal control suf f icient to support 
reliable f inancial reporting. 
2 CFR Part 200 (Uniform Guidance): Federal grants require documented internal controls over grant 
expenditures and f inancial reporting. 
Alaska AS 29.35.160: Alaska municipalities must maintain adequate records and f inancial controls. 
AICPA AU-C Section 265: Auditors are required to communicate signif icant def iciencies and material 
weaknesses in internal controls to management. 
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Section 1: Understanding Internal Controls 
 
 

What Is an Internal Control? 
An internal control is any policy, procedure, or practice that helps ensure financial transactions are 
accurate, authorized, and properly recorded. Controls are not about distrust — they are about 
protecting everyone involved, including you as the person responsible for the finances. 
 

The Five Components of Internal Control (COSO Framework) 
Auditors evaluate your internal controls using a nationally recognized framework. Understanding these 
five components will help you understand what auditors are looking for. 
 

Component What It Means for Your Municipality 

1. Control Environment The foundation. Does your governing body set a tone of accountability? Are 
f inancial policies written and followed? Is staf f  trained on their 
responsibilities? 

2. Risk Assessment Does your city identify what could go wrong f inancially and take steps to 
prevent it? Examples: unauthorized payments, misappropriated funds, grant 
non-compliance. 

3. Control Activities The specific procedures you use to prevent or catch errors — reconciliations, 
approvals, segregation of  duties, and documentation requirements. 

4. Information and 
Communication 

Are f inancial results reported to the governing body regularly? Do staf f  
understand their responsibilities? Is information shared accurately and on 
time? 

5. Monitoring Does someone review whether controls are actually working? This includes 
the annual audit, but also ongoing oversight by the mayor, council, or 
supervisor. 

 

Why Internal Controls Matter for Your Audit 
Your auditor is required to evaluate your internal controls as part of every audit. If the auditor identif ies 
a weakness, it will appear in the audit report as either a significant deficiency or a material weakness — 
both are public findings that reflect on your city's financial management. 
 

Significant Deficiency 
A weakness in internal controls that is less severe 
than a material weakness. 
Still requires a written management response. 
Examples: inconsistent documentation, occasional 
reconciliation delays. 
Reported in the auditor's management letter. 

 

Material Weakness 
A serious weakness creating a reasonable 
possibility of a material misstatement going 
undetected. 
Reported in the audit opinion — highly visible to 
funders and state agencies. 
Examples: no bank reconciliations, no governing 
body oversight of finances. 
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Requires immediate corrective action and a written 
response plan. 
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Section 2: Segregation of Duties 
 
 

What Is Segregation of Duties? 
Segregation of duties (SOD) means dividing key financial tasks among different people so no single 
individual controls an entire financial transaction from start to finish. This reduces the risk of fraud and 
undetected errors. 
 

The three functions that should ideally be handled by different people are: 
• Authorization — Approving a transaction (e.g., approving a purchase or signing a check) 
• Custody — Physically handling cash, checks, or assets 
• Recording — Entering the transaction into QuickBooks or other records 

 

ℹ 
The Core Principle 
The person who can authorize a payment should not also be the person who records it AND the person who 
reconciles the bank account. When one person does all three, errors and fraud can go undetected. 

 

Ideal Segregation — What Auditors Prefer to See 
Financial Task Ideal Responsible 

Party 
Should NOT Be Done By Why It Matters 

Approve invoices for 
payment 

Department head or 
supervisor 

The person who processes 
the payment 

Prevents unauthorized 
or fictitious payments 

Write and sign checks Authorized signer (mayor 
or designee) 

The bookkeeper who 
prepared the check 

Ensures independent 
authorization of every 
payment 

Record transactions in 
QuickBooks 

Bookkeeper or finance 
clerk 

The person who approves 
transactions 

Maintains independence 
between approval and 
recording 

Reconcile bank accounts Finance officer or 
supervisor 

The person who makes 
deposits or writes checks 

Reconciler can catch 
errors made by others 

Receive and deposit 
cash/checks 

Designated staff or clerk The person who records 
receipts in QuickBooks 

Prevents 
misappropriation of 
incoming funds 

Open mail and log incoming 
payments 

Person different from the 
depositor 

The person who records 
payments received 

Creates a paper trail 
before money enters the 
system 
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Section 3: Compensating Controls for Small Municipalities 
 
 

What Is a Compensating Control? 
A compensating control is an alternative oversight procedure used when traditional segregation of 
duties is not possible due to limited staff. Auditors recognize that small municipalities may have only 
one or two finance staff. When this is the case, compensating controls can reduce risk and satisfy audit 
requirements — but they must be documented and consistently applied. 
 

Auditor Expectation — Small Municipalities 

Auditors do not expect a small city with two employees to have full segregation of  duties. 
They DO expect: documented policies, evidence of  governing body oversight, and consistently applied 
compensating controls. 
The absence of  compensating controls — not the small staf f  size — is what generates audit f indings. 
Reference: AICPA AU-C 265 requires auditors to consider the overall control environment, including 
compensating controls. 

 

Compensating Controls by Risk Area 
Risk Area Ideal Control (Not Always 

Possible) 
Compensating Control Who Performs It 

Single person handles 
all finance functions 

Separate authorization, 
recording, and reconciliation 
among staff 

Mayor or council member reviews 
and initials bank reconciliations 
monthly 

Mayor / Council 
designee 

One person both 
prepares and signs 
checks 

Two-person check approval 
process 

Governing body reviews all checks 
over threshold monthly; finance 
report presented at each council 
meeting 

Mayor / City 
Council 

One person receives 
and records cash 

Separate cashier and 
bookkeeper 

Pre-numbered receipts issued for all 
cash; deposit slip matched to QB 
entry by supervisor or council 
member 

Supervisor / Mayor 

One person controls 
payroll entry and 
payment 

HR and payroll functions 
separated 

Council-approved wage schedule 
on file; payroll summary reviewed 
and initialed by mayor each pay 
period 

Mayor 

One person manages 
all grant records 

Grant manager separate 
from finance staff 

SNAPP advisor reviews grant 
drawdown reconciliations quarterly; 
grantor financial reports reviewed 
by mayor before submission 

Mayor / SNAPP 
Advisor 

One person has full 
QuickBooks access 

Restricted user roles with 
audit trail 

QB audit log reviewed periodically; 
closing date password set; council 
reviews financial reports monthly 

Mayor / Council 
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The Mayor and Council as Your Primary Compensating Control 
In small Alaska municipalities, the most important compensating control is active governing body 
oversight. When the mayor or a council member reviews, questions, and signs off on financial records 
regularly, this creates independent oversight even when staff is limited. 
 

Oversight Action How Often 

Mayor reviews and initials all 
bank reconciliations 

Monthly — within 15 days of  reconciliation completion 

Council receives and reviews a 
f inancial report (revenues vs. 
budget, expenditures vs. 
budget) 

Every regular council meeting (monthly or bi-monthly) 

Mayor or council designee 
reviews and approves check 
register before checks are 
released 

Each payment cycle 

Council reviews and approves 
budget amendments 

As needed — before expenditures exceed appropriations 

Mayor reviews payroll 
summary and initials before 
payroll is processed 

Each pay period 

Council reviews audit report 
and management letter 
f indings 

Annually — at council meeting following audit completion 
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Section 4: Cash Receipts and Disbursement Controls 
 
 

Why Cash Controls Are a High Priority 
Cash is the most vulnerable asset in any organization. Weak cash controls are among the most 
frequently cited internal control f indings. Even small amounts of missing or misdirected cash can create 
audit f indings, damage public trust, and expose staff to personal liability. 
 

Cash Receipts — Controls to Implement 
Control How to Apply It 

Issue pre-numbered receipts 
for all cash received 

Use a receipt book with sequential numbers. Every cash payment — no 
matter how small — must get a written receipt. No exceptions. 

Two-person verif ication for 
cash counting 

Whenever cash is received in person (e.g., at the counter), two people 
should be present to count it. Both sign the receipt log. 

Deposit all cash promptly — 
same day or next business day 

Never let undeposited cash sit in a desk drawer or filing cabinet. Same-day 
deposit is the best practice. 

Match deposit slips to 
QuickBooks entries 

Af ter each deposit, confirm the deposit slip total equals what was recorded in 
QuickBooks. File the deposit slip with the bank reconciliation. 

Log all checks received before 
depositing 

Immediately write 'For Deposit Only' on the back of all incoming checks. Log 
check number, payer, and amount before deposit. 

Restrict access to cash 
drawers and petty cash 

Only designated staff should have access. Petty cash must have a written 
log with receipts for every disbursement. 

 

Cash Disbursements — Controls to Implement 
Control How to Apply It 

Require an original invoice or 
receipt for every payment 

Never pay f rom a statement alone. The original invoice — showing what was 
purchased, f rom whom, and at what price — must be on f ile before any 
check is written. 

Require governing body 
approval for payments above 
threshold 

Your city's procurement policy sets the dollar threshold for council approval. 
Know this threshold and follow it. 

Two signatures on checks 
above a def ined amount 

Many small cities require two signatures on checks above $1,000 or $5,000. 
Establish this policy in writing and follow it consistently. 

Never make checks payable to 
'Cash' 

All checks must be payable to a named vendor or individual. Checks payable 
to 'Cash' cannot be traced and are an automatic audit f lag. 

Void checks must be retained 
and marked 'VOID' 

Never destroy a voided check. Write VOID across it, remove or destroy the 
signature line, and f ile it in sequence. 
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Control How to Apply It 

Authorized signers must match 
current governing body 
approvals 

Review your bank signature cards at least annually. Remove any former 
of f icials or employees f rom check-signing authority immediately. 

 

✓  Cash Controls Checklist 

□ Pre-numbered receipt book in use for all cash received 

□ Two-person cash counting procedure in place for in-person payments 

□ All cash deposited same day or next business day 

□ Deposit slips matched to QuickBooks entries af ter each deposit 

□ All incoming checks logged and endorsed 'For Deposit Only' before deposit 

□ Petty cash log current — receipts on f ile for every disbursement 

□ Original vendor invoice required before any check is written 

□ No checks made payable to 'Cash' 

□ Voided checks retained and marked VOID in sequence 

□ Bank signature cards reviewed — only current authorized of f icials listed 

□ Two-signature requirement in place for checks above established threshold 
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Section 5: Payroll Controls 
 
 

Why Payroll Controls Require Special Attention 
Payroll is the largest expenditure for most small municipalities and carries the highest risk of both 
unintentional errors and intentional misappropriation. Payroll errors also attract regulatory scrutiny from 
the IRS and Alaska Department of Labor — making timely detection especially important. 
 

Payroll Risk Factors in Small Municipalities 

Ghost employees: Employees on the payroll who no longer work for the city. 
Unauthorized pay rate changes: Pay increases entered in QuickBooks without a council resolution. 
Payroll tax errors: Incorrect withholding calculations leading to IRS penalties. 
Overtime manipulation: Unauthorized overtime not reviewed before payroll is processed. 
Benef it misapplication: PERS/TERS contributions calculated incorrectly or not remitted timely. 

 

Payroll Controls to Implement 
Control How to Apply It 

Maintain a council-approved 
wage and salary schedule 

Every employee's pay rate must be authorized by a council resolution or 
written employment agreement. Keep this document current. 

Mayor reviews payroll 
summary before processing 

Before each payroll is processed, the mayor or supervisor reviews the 
payroll summary showing total gross wages, hours, and deductions. Mayor 
initials the summary as approved. 

New employees and 
terminations require written 
authorization 

No one should be added to or removed f rom payroll without a signed 
document from the mayor or governing body. Maintain a personnel change 
log. 

Pay rate changes require 
written council authorization 

Any wage increase, bonus, or pay rate change must be supported by a 
council resolution or signed authorization before it is entered in QuickBooks. 

Compare payroll totals to prior 
period each cycle 

Review current period payroll against the prior period. Any significant change 
in total payroll requires explanation before checks are released. 

Timesheets required for all 
hourly employees 

Timesheets should be signed by the employee and reviewed/approved by 
the supervisor before payroll is processed. Retain all signed timesheets. 

Reconcile payroll tax 
remittances quarterly 

Conf irm that payroll taxes deposited match the amounts withheld in 
QuickBooks. Reconcile to IRS Form 941 each quarter — do not wait for 
year-end. 

Conduct an annual employee 
roster review 

At least once a year, verify that everyone on the payroll is a current, active 
employee. Compare the QuickBooks employee list to personnel f iles. 
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✓  Payroll Controls Checklist 

□ Council-approved wage and salary schedule on f ile — updated for any changes 

□ Payroll summary reviewed and initialed by mayor or supervisor each pay period 

□ Written authorization on f ile for each new employee added to payroll 

□ Written council authorization on f ile for all pay rate changes 

□ Signed timesheets on f ile for all hourly employees 

□ Payroll tax deposits reconciled to IRS Form 941 each quarter 

□ Annual employee roster review completed — all employees verif ied as active 

□ PERS/TERS contributions reconciled to state remittance statements 
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Section 6: Grant Financial Controls 
 
 

Why Grant Controls Carry Elevated Risk 
Federal and state grant funds come with strict accountability requirements. The documentation 
standards under 2 CFR Part 200 (Uniform Guidance) are more demanding than general municipal 
f inance requirements. Weak grant controls can result in questioned costs, required repayment of funds, 
and jeopardized future funding relationships. 
 

Core Grant Controls 
Control How to Apply It 

Separate tracking for each 
grant in QuickBooks 

Every grant must have its own class or job code in QuickBooks. Never 
commingle grant funds with the general fund or with other grants. 

Pre-approve all grant 
expenditures against the 
approved budget 

Before charging any cost to a grant, confirm it is within the approved grant 
budget, during the grant period, and allowable under the grant terms. 

Maintain a complete invoice 
f ile for every grant charge 

Every expense charged to a grant must be supported by an original vendor 
invoice, purchase order, or payroll record. File by grant name. 

Review drawdown requests 
before submission 

The mayor or governing body should review and sign of f  on each 
reimbursement request (FSR/drawdown) before it is submitted to the grantor. 

Track grant period of  
performance dates 

Know the start and end dates for every grant. No costs may be charged 
before the start date or after the end date without written grantor approval. 

Document all budget 
modif ications 

If  you need to move funds between budget line items or request a no-cost 
extension, get written grantor approval before making the change. File the 
approval letter. 

Monitor cumulative spending 
against grant award 

Track total spending to date against the grant award amount. Never exceed 
the grant award without an approved budget amendment f rom the grantor. 

Record program income 
separately if  applicable 

If  your grant generates program income (e.g., fees charged for grant-funded 
services), it must be tracked and reported separately per grant agreement 
requirements. 

 

Allowable Cost Principles — 2 CFR Part 200.405 

All costs charged to a federal grant must be: Allowable under the grant agreement and applicable cost 
principles. 
Allocable: The cost must benef it the grant program and be charged in proportion to its benef it. 
Reasonable: The cost must not exceed what a prudent person would pay in similar circumstances. 
Consistently treated: The same type of  cost must be treated consistently across all funding sources. 
Common unallowable costs: Entertainment, alcohol, fines and penalties, costs outside the grant period, costs 
not in the approved budget. 
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✓  Grant Controls Checklist 

□ Each grant has a separate class or job code in QuickBooks 

□ All grant charges reviewed for allowability before recording 

□ Original invoices/receipts on f ile for every grant expenditure 

□ Mayor or governing body reviews and approves each drawdown request 

□ Grant period of  performance dates documented and monitored 

□ Budget modif ication approvals on f ile for any reallocations 

□ Cumulative grant spending monitored against award amount — no overruns 

□ All grant f inancial reports reconciled to QuickBooks before submission 
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Section 7: Governing Body Financial Oversight 
 
 

Why Governing Body Oversight Is Your Most Important Control 
For small municipalities where segregation of duties is limited, active and documented governing body 
oversight is the primary mechanism that keeps the financial system accountable. An engaged mayor 
and council are not just a governance best practice — they are a required compensating control that 
auditors look for. 
 

What the Governing Body Should Receive and Review 
Report or Document Frequency 

Budget vs. Actual Revenue 
and Expenditure Report 

Every regular council meeting — at minimum monthly 

Check register or payment list 
(all disbursements since last 
meeting) 

Every regular council meeting 

Bank reconciliation summary 
(initialed by mayor) 

Monthly — within 15 days of  completion 

Payroll summary (initialed by 
mayor) 

Each pay period 

Grant status report (spending 
vs. award for each active 
grant) 

Quarterly — or more f requently near report deadlines 

Annual audit report and 
management letter 

Annual — at council meeting following audit completion 

Investment report (if municipal 
funds are invested) 

Quarterly — conf irmed to comply with investment policy 

 

Documenting Governing Body Oversight 
Oversight is only a control if it is documented. If the mayor reviews the bank reconciliation but does not 
initial it, there is no evidence the review occurred. Auditors look for documented evidence of oversight, 
not just testimony that it happened. 
 

Oversight Action How to Document It 

Mayor reviews bank 
reconciliation 

Mayor dates and initials the printed reconciliation report before it is f iled 

Mayor approves payroll Mayor signs the payroll summary coversheet before checks are released 

Council reviews f inancial 
reports 

Financial report included as a numbered agenda item; council approval 
noted in meeting minutes 
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Oversight Action How to Document It 

Council approves check 
register 

Check register presented as agenda item; motion and vote noted in minutes 
— OR mayor signs the check register 

Council reviews audit report Audit presentation included in meeting minutes; any follow-up action items 
noted 

Budget amendment approved Resolution adopted by council; resolution number and vote recorded in 
minutes 

 

! 
Critical Reminder 
Meeting minutes are the legal record of governing body action. Every financial decision — budget adoption, 
contract approval, budget amendment, salary changes — must appear in the minutes with the motion, who 
seconded, and the vote count. Verbal approvals without documentation are not valid in an audit. 
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Section 8: Documenting Your Internal Controls 
 
 

Why Written Documentation Is Required 
Auditors and federal grant reviewers will ask how your city's internal controls work. A verbal answer — 
'the mayor looks at everything' — is not sufficient. Written policies and documented procedures are the 
evidence that your controls actually exist and are consistently followed. 
 

The Internal Controls Policy Document 
Your city should have a written Internal Controls Policy that describes, at minimum, the following: 
 

Policy Component What to Include 

Purpose and Scope States that the policy applies to all city f inancial operations and all staf f  
handling public funds. 

Authorization Levels Def ines who can approve what: which expenditures require mayor approval, 
council approval, or staf f  approval only. 

Segregation of  Duties Describes which financial functions are separated among staf f , and what 
compensating controls are in place where separation is not possible. 

Cash Handling Details procedures for receiving, logging, depositing, and reconciling all cash 
and check receipts. 

Disbursement Controls Def ines invoice requirements, check signing authority, and purchasing 
thresholds. 

Payroll Controls Describes payroll authorization, timesheet requirements, and mayor review 
process. 

Grant Controls Describes how grant funds are tracked, approved, and reported separately 
f rom general operations. 

Records Retention Specifies how long each type of financial record is kept and where records 
are stored. 

Annual Review States that the policy will be reviewed and updated annually, and that the 
governing body will adopt any changes by resolution. 

 

Creating a Controls Log 
A controls log is a simple record showing that each control was performed during the period. It does not 
need to be elaborate — a dated signature on a reconciliation, or a council meeting minute referencing a 
financial report review, is sufficient. 
 

Control Activity Performed By Reviewed By Documentation 
Bank reconciliation — Checking Bookkeeper Mayor Initialed reconciliation report 

filed in Audit Folder/01 
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Control Activity Performed By Reviewed By Documentation 
Bank reconciliation — Savings Bookkeeper Mayor Initialed reconciliation report 

filed in Audit Folder/01 
Payroll summary review Mayor Council (via financial 

report) 
Mayor signature on payroll 
summary; noted in minutes 

Check register review Mayor Council (agenda item) Mayor signs check register; 
noted in minutes 

Budget vs. actual report Bookkeeper Council (agenda item) Report attached to meeting 
agenda; noted in minutes 

Grant drawdown review Bookkeeper Mayor Mayor signature on drawdown 
request before submission 

Quarterly payroll tax 
reconciliation 

Bookkeeper Mayor 941 reconciliation worksheet 
filed in Audit Folder/02 
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Section 9: Common Internal Control Findings and How to Prevent 
Them 
 
 
These are the most frequently cited internal control f indings in small Alaska municipal audits. Each one 
is preventable with consistent application of the practices in this toolkit. 
 

Finding Root Cause Prevention Severity 
Material weakness — no bank 
reconciliations 

Reconciliations skipped; 
no oversight requiring 
them 

Assign specific staff; schedule 
monthly; mayor initials each one. 
Use Volume 01 checklist. 

Material 
Weakness 

Material weakness — one 
person controls all finance 
functions with no oversight 

Small staff and no 
compensating controls 
documented 

Implement mayor review of 
reconciliations, payroll, and check 
register. Document all reviews. 

Material 
Weakness 

Significant deficiency — no 
written internal controls policy 

Policy never created or 
not updated since 
inception 

Draft and adopt a written Internal 
Controls Policy. Present to council 
for adoption by resolution. 

Sig. Deficiency 

Significant deficiency — no 
governing body financial 
reports 

Finance staff do not 
present regular reports 
to council 

Add financial report as standing 
agenda item at every council 
meeting. Retain copies in minutes 
file. 

Sig. Deficiency 

Significant deficiency — 
unauthorized signers on bank 
accounts 

Former officials never 
removed; signature 
cards not updated 

Review bank signature cards 
annually. Remove former officials 
immediately upon departure. 

Sig. Deficiency 

Significant deficiency — 
payroll changes without 
authorization 

Pay rate changes 
entered in QuickBooks 
without council resolution 

Require written council 
authorization before any pay rate 
change is entered in QuickBooks. 

Sig. Deficiency 

Significant deficiency — cash 
receipts not documented 

Cash received without 
receipts; deposits not 
reconciled to QB 

Implement pre-numbered receipt 
book. Require two-person cash 
counting. Deposit same day. 

Sig. Deficiency 

Observation — petty cash not 
reconciled 

Petty cash disbursed 
without receipts; fund not 
counted regularly 

Require receipts for all petty cash. 
Count and reconcile the petty cash 
fund monthly. 

Observation 
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Section 10: Internal Controls Activity Calendar 
 
 
Consistent execution is what makes internal controls effective. Use this calendar to schedule and track 
required control activities throughout the year. 
 

Timing Control Activity Responsible Party 
Each business day All cash received is receipted, logged, and deposited by end of 

business or next morning 
Finance staff 

Each pay period Mayor reviews and initials payroll summary before payroll is 
processed 

Mayor 

Each pay period Timesheets reviewed and signed by supervisor before payroll 
processing 

Supervisor / Mayor 

Each payment cycle Check register reviewed and signed by mayor before checks are 
released 

Mayor 

Monthly — by the 10th Bank reconciliations completed for all accounts for the prior 
month 

Finance staff 

Monthly — by the 15th Mayor reviews and initials completed bank reconciliations Mayor 

Monthly — by the 15th IRS payroll tax deposit confirmed for the prior payroll period Finance staff 

Monthly Budget vs. Actual report presented to council at regular meeting Finance staff / Council 

Monthly Check register or payment list presented to council at regular 
meeting 

Finance staff / Council 

Quarterly Payroll tax remittances reconciled to IRS Form 941 Finance staff 

Quarterly Grant spending reviewed for each active grant; status reported to 
mayor 

Finance staff 

Quarterly Alaska SUTA report filed with Department of Labor Finance staff 

Annually Employee roster verified — all payroll employees confirmed as 
active 

Mayor / Finance staff 

Annually Bank signature cards reviewed; unauthorized signers removed Mayor / Finance staff 

Annually Internal Controls Policy reviewed; governing body adopts any 
changes 

Mayor / Council 

Annually Audit findings management letter reviewed with full governing 
body 

Mayor / Council / 
Finance staff 

Annually QuickBooks user access reviewed; closing date updated after 
audit 

Finance staff 
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Master Internal Controls Implementation Checklist 
 
 
Use this checklist to assess where your city stands today and track progress toward a complete 
controls environment. This can also serve as your corrective action plan if controls deficiencies were 
cited in a prior audit. 
 

Foundational Controls — Address First 
✓  Foundational Controls 

□ Written Internal Controls Policy draf ted and adopted by council resolution 

□ Mayor and council understand their role as the primary compensating control 

□ Financial reports added as standing agenda item at all council meetings 

□ Bank signature cards reviewed — only current authorized of f icials listed 

□ QuickBooks closing date password set; access restricted to authorized users 
 

Cash and Disbursement Controls 
✓  Cash and Disbursement Controls 

□ Pre-numbered receipt book in use for all cash received 

□ Two-person procedure in place for in-person cash counting 

□ All cash deposited same day or next business day 

□ Original invoice required before any check is written 

□ Two-signature requirement in place for checks above established threshold 

□ No checks payable to 'Cash' — all payable to named vendors or individuals 

□ Voided checks retained and f iled in numerical sequence 

□ Petty cash log current — receipts on f ile for all disbursements 
 

Payroll Controls 
✓  Payroll Controls 

□ Council-approved wage and salary schedule current and on f ile 

□ Mayor reviews and initials payroll summary before each payroll 

□ Signed timesheets on f ile for all hourly employees 

□ Written authorization on f ile for all new hires and terminations 



 Internal Controls and Review Practices Toolkit SNAPP • ASCF 

 

 
Arctic Slope Community Foundation | SNAPP Program | Page 21 of 23 

✓  Payroll Controls 

□ Written council authorization on f ile for all pay rate changes 

□ Annual employee roster review completed 
 

Grant Controls 
✓  Grant Controls 

□ Each grant tracked in a separate QuickBooks class or job code 

□ Original invoices/receipts on f ile for every grant expenditure 

□ Mayor signs each drawdown request before submission to grantor 

□ Grant period of  performance dates monitored — no out-of -period charges 

□ Budget modif ication approvals on f ile for all reallocations 
 

Governing Body Oversight 
✓  Governing Body Oversight 

□ Budget vs. Actual report presented at every council meeting 

□ Check register reviewed by mayor each payment cycle 

□ Bank reconciliations initialed by mayor monthly 

□ Payroll summary initialed by mayor each pay period 

□ Audit management letter presented to full council; action items assigned 
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Quick Reference: Controls at a Glance 
 
 
Use this single-page reference as a daily reminder of your most important controls and who is 
responsible for each one. 
 

Control Who Does It How Often Evidence 
Bank reconciliation completed Finance staff Monthly by the 

10th 
Printed reconciliation report in 
audit file 

Bank reconciliation reviewed Mayor Monthly by the 
15th 

Mayor's initials and date on 
report 

Payroll summary approved Mayor Each pay period Mayor's signature on payroll 
summary coversheet 

Check register reviewed Mayor Each payment 
cycle 

Mayor's signature on check 
register 

Financial report to council Finance staff Each council 
meeting 

Report listed in meeting 
minutes 

Cash receipt issued Finance staff Every cash 
transaction 

Pre-numbered receipt stub 
retained 

Original invoice on file Finance staff Before any 
payment 

Invoice attached to check 
copy 

Grant drawdown approved Mayor Before each 
submission 

Mayor's signature on 
drawdown request 

Payroll tax reconciliation Finance staff Quarterly 941 reconciliation worksheet 
in payroll file 

Employee roster review Mayor + Finance staff Annually Signed roster verification 
memo in personnel file 

Bank signature card review Mayor + Finance staff Annually Updated signature card on file 
at bank 

Internal controls policy review Mayor + Council Annually Resolution adopting updated 
policy in minutes 
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Disclaimer 
 
 
This toolkit is published by the Arctic Slope Community Foundation as part of the Success for Nonprofit 
Audit Preparation Program (SNAPP) Modified Virtual Support Program. It is intended to provide general 
operational guidance and technical assistance for municipal f inance staff. 
 
SNAPP provides advisory and technical assistance only. This document does not constitute legal, 
accounting, or audit advice. Participating municipalities remain solely responsible for: 

• The design, implementation, and documentation of  their internal control systems 
• All of f icial f inancial approvals and governing body actions 
• Responses to audit f indings and corrective action implementation 
• Compliance with all applicable federal, state, and local requirements 

 
References to federal and state regulations are provided for informational purposes only. Municipalities 
should consult with their auditor, legal counsel, or the Alaska Municipal League for guidance on specific 
compliance questions. 
 
Version 1.1 — Enhanced Edition | Arctic Slope Community Foundation | SNAPP  
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