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How to Use This Framework 
 
 
This framework guides municipal finance staff through the process of organizing audit evidence — the 
documentation your external auditor will request, review, and test during fieldwork. A well-organized audit 
file reduces fieldwork time, minimizes disruption to daily operations, and demonstrates strong financial 
management. 
 

This framework covers: 
• What auditors look for and why — the types of audit evidence and how they are evaluated 
• A standardized folder structure for building your audit support file 
• Detailed guidance for each folder section — what goes in it and where to find it 
• A Prepared by Client (PBC) document request list — the items auditors commonly ask for 
• A pre-audit self-assessment to identify gaps before the auditor arrives 
• How to coordinate effectively with your external auditor 

 

Regulatory Framework — Audit Evidence Standards 

AICPA AU-C Section 500 (Audit Evidence) — Defines the quality and quantity of evidence auditors must obtain to 
support their opinion. 
AICPA AU-C Section 330 (Substantive Procedures) — Auditors test account balances and transactions using the 
documentation you provide. 
AICPA AU-C Section 265 (Internal Control Deficiencies) — Auditors evaluate whether your documentation 
demonstrates effective internal controls. 
GASB Statement No. 34 — Establishes the financial statements and disclosures governments must present, all of 
which require supporting evidence. 
2 CFR Part 200 (Uniform Guidance) — Federal grants require specific documentation standards that auditors test 
during Single Audit procedures. 

 

! 

The Fundamental Rule of Audit Evidence 
If a document does not exist, the auditor must treat the underlying transaction as unsupported. Unsupported 
transactions may be reported as findings, questioned costs, or material misstatements. The time to find or create 
documentation is before the auditor arrives — not during fieldwork. 
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Section 1: Understanding What Auditors Need 
 
 

Types of Audit Evidence 
Your auditor does not simply review your financial statements and move on. They are required to gather 
sufficient appropriate audit evidence to support their opinion. Understanding what types of evidence carry 
the most weight will help you prepare the right documentation. 
 

Evidence Type Description Example in Municipal Context 

External confirmation Documentation from a third party (not your 
city) confirming a balance or transaction 

Bank statement confirming cash balance; 
letter from grantor confirming award 
amount 

Original document The source document created at the time of 
the transaction 

Vendor invoice, signed contract, deposit 
slip, purchase order 

Accounting record Records generated by your accounting 
system 

QuickBooks General Ledger, Trial Balance, 
bank reconciliation report 

Recalculation Auditor independently recalculates an 
amount to verify accuracy 

Recalculating depreciation, verifying payroll 
tax withholding, recomputing grant match 

Analytical comparison Comparing current-year balances to prior 
year or budget to identify unusual variances 

Revenue 30% higher than prior year without 
explanation; expenditure category doubled 
unexpectedly 

Inquiry Asking management to explain a 
transaction or process (weakest form of 
evidence) 

Auditor asks why a grant balance differs 
from the drawdown schedule 

 

What Makes Evidence Strong vs. Weak 

Stronger Evidence Weaker Evidence 

Original vendor invoice on file Verbal explanation that a payment was made 

Bank statement from the bank 
itself 

Staff-prepared summary of cash balances 

Signed council resolution 
approving a contract 

Staff saying 'the council approved it' 

Reconciliation report 
matching QB to bank 
statement 

Statement that 'QB and the bank agree' 

Grant agreement signed by 
both parties 

Email referencing a grant without the signed agreement 
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Stronger Evidence Weaker Evidence 

Timesheet signed by 
employee and supervisor 

Payroll register without supporting timesheets 

 

ℹ  
Practical Takeaway 
For every significant transaction or balance, ask yourself: 'If the auditor asked me to prove this, what document 
would I show them?' If you cannot point to a specific document, that is the gap you need to fill before the audit. 
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Section 2: Audit Support File — Master Structure 
 
 
The audit support file is the organized collection of documents you prepare for your auditor. Think of it as 
the evidence package that supports everything in your financial statements. Build it once using the 
structure below, and maintain it consistently each year. 
 

Folder Name Primary Contents Key Standard 

01 Bank Reconciliations Monthly reconciliations + bank statements for all 
accounts, all 12 months 

AU-C 330 

02 Payroll Payroll summaries, 941 returns, PERS/TERS 
remittances, W-2s, timesheets 

IRS Pub. 15 

03 Grant Files Award documents, amendments, drawdowns, 
FSRs, invoices (one subfolder per grant) 

2 CFR 200 

04 Accounts Payable Year-end AP Aging report, significant vendor 
invoices, 1099 records 

GASB 34 

05 Accounts Receivable Year-end AR Aging report, billing records, collection 
documentation 

GASB 34 

06 Financial Reports Trial Balance, Balance Sheet, Revenue and 
Expenditure Statement, General Ledger 

GASB 34 

07 Supporting Schedules Fixed asset schedule, debt schedule, prepaid 
expenses, accrued liabilities 

GASB 34 

08 Council Records Meeting minutes, adopted budget, amendments, 
salary schedule, resolutions 

AS 29.20.380 

09 Prior Audit Findings Prior year audit report, management letter, 
corrective action plan with status 

AU-C 265 

10 Contracts and 
Agreements 

Executed contracts, MOUs, leases, 
intergovernmental agreements 

Best Practice 

11 Year-End Journal Entries All adjusting and closing entries with supporting 
calculations and approvals 

GASB 34 

12 Confirmations and 
Correspondence 

Bank confirmation letters, attorney letters, auditor 
correspondence 

AU-C 505 

 

Building the File: Timing Guidance 

Folders 01–05: Build throughout the year as reconciliations and reviews are completed. Do not wait until year-
end. 

Folder 06: Prepare after all year-end entries are posted. These are the final reports provided to the auditor. 

Folder 07: Update the fixed asset schedule and other supporting schedules after year-end close. 
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Folder 08: Should be current throughout the year — file minutes and resolutions as they occur. 

Folders 09–12: Assemble 4–6 weeks before audit fieldwork begins. 
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Section 3: Building Each Folder Section 
 
 

Folder 01 — Bank Reconciliations 
This is the first folder auditors request and the one most likely to generate a finding if incomplete. 
 

Document Source Notes 

Bank statement (all pages) Downloaded from bank website or mailed One per account per month — 12 
statements per account per year 

Reconciliation Summary 
report 

QuickBooks: printed at time of 
reconciliation 

Shows beginning balance, cleared totals, 
and ending balance 

Reconciliation Detail report QuickBooks: printed at time of 
reconciliation 

Lists each cleared transaction — the 
auditor may sample individual items 

Outstanding items list Included in Detail report or printed 
separately 

Checks and deposits not yet cleared at 
month-end 

Supervisory review evidence Mayor or supervisor initials and dates the 
report 

Required compensating control for small 
municipalities 

 

ℹ  
Completeness Check 
Count the reconciliation packages: you need 12 per account. If your city has 3 bank accounts, you need 36 
complete packages. Any gap will be identified immediately by the auditor. 

 

Folder 02 — Payroll 

Document Source Notes 

Annual Payroll Summary QuickBooks: Reports > Employees & 
Payroll > Payroll Summary (full year) 

Total must reconcile to sum of all four 
941 returns 

IRS Forms 941 (all 4 quarters) Filed copies retained by city Include proof of timely filing and 
payment 

W-2 forms (employer copies) Generated by QuickBooks or payroll 
processor 

Totals must agree with Payroll Summary 
and 941s 

PERS/TERS remittance 
statements 

Alaska Division of Retirement and 
Benefits 

Reconcile to QuickBooks payroll 
deduction totals 

Council-approved salary 
schedule 

Council resolution or employment 
contracts 

Auditor compares authorized rates to 
actual pay in QuickBooks 

Sample timesheets Employee personnel files Auditors typically sample 2–5 employees 
across multiple pay periods 
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Folder 03 — Grant Files 
Create one subfolder per active grant. Each subfolder must contain: 
 

Document Source Notes 

Signed grant agreement Grantor agency The governing document — defines 
allowable costs, period, and reporting 
requirements 

All amendments Grantor agency Budget modifications, period extensions, 
scope changes 

Drawdown/reimbursement 
requests 

Prepared by city, submitted to grantor Include all supporting calculations and 
backup invoices 

Financial Status Reports 
(FSRs) 

Prepared by city, submitted to grantor Retain copies as submitted — auditor 
reconciles to QuickBooks 

QuickBooks grant 
expenditure report 

QuickBooks: filtered by grant class/job 
code 

Must tie exactly to amounts reported on 
drawdowns and FSRs 

Vendor invoices charged to 
grant 

Vendor files Every grant expenditure must be 
traceable to a specific invoice 

Match/cost share 
documentation 

City records If the grant requires a local match, 
document and quantify it 

Grantor correspondence Email or letter files Retain all approval letters, notifications, 
and compliance communications 

 

Folders 04 and 05 — Accounts Payable and Accounts Receivable 

Document Source Notes 

AP Aging Summary (as of 
year-end) 

QuickBooks: Reports > Vendors & 
Payables > AP Aging Summary 

Dated at fiscal year-end — total must 
agree to AP balance on the Balance 
Sheet 

Significant vendor invoices Vendor files Auditors sample large or unusual 
payables — have invoices accessible 

1099 records and W-9 forms Vendor files Required for all contractors paid $600+ 
during the fiscal year 

AR Aging Summary (as of 
year-end) 

QuickBooks: Reports > Customers > AR 
Aging Summary 

Dated at fiscal year-end — total must 
agree to AR balance on the Balance 
Sheet 

Collection documentation City billing records Auditors may ask about large unpaid 
receivables — document collection 
efforts 
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Folder 06 — Financial Reports 
These are the final, adjusted versions of your key QuickBooks reports. They form the foundation of the 
financial statements. 
 

Report QuickBooks Path Notes 

Trial Balance (adjusted, year-
end) 

Reports > Accountant & Taxes > Trial 
Balance 

Run after all adjusting entries are posted 
— this is the starting point for financial 
statement preparation 

Balance Sheet Reports > Company & Financial > Balance 
Sheet Standard 

As of fiscal year-end date — review all 
balances for reasonableness 

Revenue and Expenditure 
Statement (P&L) 

Reports > Company & Financial > Profit & 
Loss Standard 

Full fiscal year — compare to adopted 
budget for significant variances 

General Ledger Reports > Accountant & Taxes > General 
Ledger 

Full fiscal year — auditors use this to 
trace individual transactions 

Budget vs. Actual report Reports > Budgets > Budget vs. Actual Required for governmental funds — 
auditor verifies budget compliance 

 

Folder 07 — Supporting Schedules 

Schedule What It Shows Notes 

Fixed asset schedule All capital assets: description, 
acquisition date, cost, depreciation, net 
book value 

Must agree to asset balances on the 
Balance Sheet — update for current-year 
additions and disposals 

Debt schedule All outstanding debt: original amount, 
payments, interest, remaining balance 

Must agree to liability balances on the 
Balance Sheet 

Prepaid expense schedule Items paid in advance that benefit future 
periods (e.g., insurance) 

If applicable — not all small 
municipalities have prepaid items 

Accrued liabilities schedule Amounts owed at year-end but not yet 
paid (e.g., accrued payroll, leave) 

GASB 16 requires recognition of 
compensated absences (earned leave) 

Fund balance analysis Beginning balance + revenues – 
expenditures = ending fund balance 

GASB 54 defines fund balance 
classifications — auditor verifies proper 
reporting 

 

Folders 08 through 12 — Governance, Prior Findings, Contracts, Journal Entries, 
Confirmations 

Folder Document Source Notes 

08 Council 
Records 

Meeting minutes (all 
meetings) 

City Clerk files Signed, showing quorum — auditor 
verifies budget and contract approvals 

08 Council 
Records 

Adopted budget 
resolution 

Council records Original appropriation authority for the 
fiscal year 
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Folder Document Source Notes 

08 Council 
Records 

Budget amendment 
resolutions 

Council records Required for any mid-year budget 
changes 

09 Prior 
Findings 

Prior year audit report Auditor files or city records Auditor reviews prior findings to assess 
corrective action 

09 Prior 
Findings 

Management letter Auditor files Contains internal control 
recommendations 

09 Prior 
Findings 

Corrective action plan City-prepared response Document specific actions taken to 
address each prior finding 

10 Contracts All executed contracts 
and MOUs 

City files Signed by authorized official — auditor 
verifies proper authorization 

11 Journal 
Entries 

All adjusting entries with 
support 

QuickBooks + working 
papers 

Each entry must have a written 
explanation and supporting calculation 

12 
Confirmations 

Bank confirmation letters Requested by auditor, 
returned by bank 

Auditor sends these directly — city 
provides bank contact information 

12 
Confirmations 

Attorney confirmation 
letter 

Requested by auditor, 
returned by attorney 

Confirms pending litigation or claims — 
city provides attorney contact 
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Section 4: Prepared by Client (PBC) Document Request List 
 
 
The PBC list is the set of documents your auditor requests before beginning fieldwork. Most auditors send 
a formal PBC list 4–8 weeks before the engagement. The list below covers the items requested in nearly 
every small municipal audit. Having these ready before the auditor asks eliminates delays. 
 

Item 
# 

Document Requested Your Source Audit Folder 

1 Bank reconciliations for all accounts, all 12 months, 
with bank statements 

QuickBooks + bank 01 

2 Trial Balance as of fiscal year-end (adjusted) QuickBooks 06 

3 General Ledger for the full fiscal year QuickBooks 06 

4 Balance Sheet as of fiscal year-end QuickBooks 06 

5 Revenue and Expenditure Statement for the fiscal 
year 

QuickBooks 06 

6 Budget vs. Actual report QuickBooks 06 

7 Adopted budget resolution Council records 08 

8 All budget amendment resolutions Council records 08 

9 Council meeting minutes for the fiscal year City Clerk 08 

10 Payroll Summary for the fiscal year QuickBooks 02 

11 IRS Forms 941 (all 4 quarters) Filed copies 02 

12 W-2 summary and copies Payroll processor / QB 02 

13 PERS/TERS contribution statements State of Alaska 02 

14 Approved salary schedule Council resolution 02 

15 AP Aging Summary as of fiscal year-end QuickBooks 04 

16 AR Aging Summary as of fiscal year-end QuickBooks 05 

17 Grant agreements and amendments for all active 
grants 

Grant files 03 

18 Schedule of federal awards expended (if Single Audit 
applies) 

City-prepared 03 

19 Fixed asset schedule (current year) City-prepared 07 

20 Debt schedule (if applicable) City-prepared 07 

21 All executed contracts in effect during the year City files 10 
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Item 
# 

Document Requested Your Source Audit Folder 

22 Year-end adjusting journal entries with support QuickBooks + work papers 11 

23 Prior year audit report and management letter Auditor / city records 09 

24 Corrective action plan for prior findings City-prepared 09 

25 Bank contact information for confirmation letters City records 12 

26 Attorney contact information for legal confirmation City records 12 

27 List of all bank accounts (name, number, purpose, 
authorized signers) 

City records 01 

28 Insurance policy declarations pages Insurance carrier 10 
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Section 5: Pre-Audit Self-Assessment 
 
 
Complete this self-assessment 6–8 weeks before your auditor is scheduled to arrive. It is designed to 
identify gaps in your audit file while there is still time to address them. For any item marked 'No' or 'Partial,' 
take corrective action immediately. 
 

Assessment Question Yes Partial No 

Are all 12 months of bank reconciliations complete for every 
account? 

   

Does each reconciliation package include the bank statement, 
summary, detail, and review signature? 

   

Are all four quarterly 941 returns on file with proof of payment?    

Does the Payroll Summary total agree with the sum of all 941 
returns? 

   

Is there a council-approved salary schedule on file that matches 
current pay rates? 

   

Is every active grant file complete (agreement, drawdowns, 
invoices, FSRs)? 

   

Do grant expenditures in QuickBooks tie to amounts reported on 
FSRs and drawdown requests? 

   

Is the AP Aging report prepared as of fiscal year-end and 
reconciled to the Balance Sheet? 

   

Is the AR Aging report prepared as of fiscal year-end and 
reconciled to the Balance Sheet? 

   

Are the Trial Balance, Balance Sheet, P&L, and General Ledger 
saved as final versions? 

   

Is the fixed asset schedule current (additions, disposals, 
depreciation)? 

   

Are all council meeting minutes for the fiscal year on file?    

Is the adopted budget resolution and all amendment 
resolutions on file? 

   

Are all executed contracts on file with evidence of proper 
authorization? 

   

Are all year-end journal entries documented with explanations 
and support? 

   

Has the corrective action plan for prior audit findings been 
updated? 
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Assessment Question Yes Partial No 

Has a QuickBooks backup been created and stored off-site?    
 

! 
Any 'No' Answer Is an Audit Risk 
Each 'No' represents a potential audit finding. Prioritize items related to bank reconciliations, payroll, and grants — 
these are the areas auditors test most heavily. 
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Section 6: Coordinating with Your External Auditor 
 
 

Before the Audit 

Action Timing 

Confirm audit engagement 
date 

At least 3 months before fieldwork 

Receive and review the PBC 
document request list 

6–8 weeks before fieldwork 

Complete the Pre-Audit Self-
Assessment (Section 5) 

6–8 weeks before fieldwork 

Assemble the complete audit 
support file (all 12 folders) 

4–6 weeks before fieldwork 

Provide PBC documents to the 
auditor (electronic preferred) 

2–4 weeks before fieldwork 

Provide bank and attorney 
contact information for 
confirmation letters 

2–4 weeks before fieldwork 

Schedule the entrance 
conference 

1–2 weeks before fieldwork 

Identify a workspace for the 
auditor if fieldwork is on-site 

1 week before fieldwork 

 

During the Audit 

Best Practice Why It Matters 

Designate one point of 
contact for all auditor 
requests 

Prevents conflicting or incomplete responses from multiple staff members 

Respond to auditor questions 
within 24–48 hours 

Delays extend fieldwork and increase audit cost 

Keep a log of every document 
provided to the auditor 

Ensures you know what was shared and can track outstanding items 

Do not alter QuickBooks data 
during fieldwork without 
auditor approval 

Changes during the audit can invalidate work already completed 

Ask the auditor to explain any 
item they cannot locate 

It may be a filing issue, not a missing record — you may be able to resolve it 
immediately 
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After the Audit 

Action Timing 

Review draft audit report and 
management letter for 
accuracy 

Within 2 weeks of receiving the draft 

Prepare written management 
responses to all findings 

Within 2–4 weeks of receiving the draft 

Present the final audit report 
to the full governing body 

At the next regular council meeting after the report is finalized 

Develop a corrective action 
plan for each finding 

Within 30 days of council presentation 

Assign specific staff and due 
dates for each corrective 
action item 

Immediately after corrective action plan is adopted 

Post all auditor-
recommended adjusting 
journal entries in QuickBooks 

Within 1 week of receiving the final adjustments 

Set the QuickBooks closing 
date for the audited fiscal year 

After all audit adjustments are posted 

Create a post-audit 
QuickBooks backup 

Immediately after setting the closing date 

File the final audit report and 
management letter in Folder 
09 for next year 

Immediately upon receipt 
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Section 7: Common Audit Evidence Findings 
 
 
These findings appear repeatedly in small municipal audits and are directly tied to audit evidence 
preparation. Every one is preventable. 
 

Finding Root Cause Prevention Severity 

Incomplete bank 
reconciliation files 

Missing months, missing 
bank statements, or no 
review signature 

Complete the full reconciliation 
package monthly. Use the Folder 01 
checklist. 

Material Weakness 

Unsupported journal 
entries 

Adjusting entries posted 
without written 
explanations or 
calculations 

Document the reason and calculation 
for every journal entry before posting. 

Sig. Deficiency 

Grant expenditures 
without invoice support 

Invoices not filed with the 
grant or never obtained 
from vendors 

File invoices by grant at the time of 
payment. Never charge a grant cost 
without documentation. 

Questioned Costs 

Financial reports not 
reconciled to each other 

Trial Balance does not 
agree to Balance Sheet or 
P&L 

After all entries are posted, verify the 
three core reports agree. Resolve 
differences before audit. 

Sig. Deficiency 

No corrective action 
plan for prior findings 

City did not respond to 
prior year findings or 
document corrective 
actions 

Draft a corrective action plan within 30 
days of receiving the audit. Update 
progress before next audit. 

Repeat Finding 

Missing council 
authorization for 
expenditures 

Contracts or budget 
amendments not 
supported by council 
minutes/resolutions 

File council records throughout the 
year. Cross-reference contracts to 
approval minutes. 

Sig. Deficiency 

Fixed asset schedule 
not updated 

No additions, disposals, 
or depreciation recorded 
for the current year 

Update the fixed asset schedule at 
year-end. Reconcile to QuickBooks 
asset accounts. 

Sig. Deficiency 

PBC documents 
provided late or 
incomplete 

Audit file not assembled 
before fieldwork, causing 
delays 

Use this framework. Begin assembling 
the file at least 6 weeks before 
fieldwork. 

Extended Fieldwork 
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Master Audit Evidence Readiness Checklist 
 
 
Complete this checklist 4–6 weeks before audit fieldwork. Every item must be checked before the auditor 
arrives. 
 

Bank Reconciliations (Folder 01) 

✓ Folder 01 — Bank Reconciliations 

□ All 12 months of reconciliations complete for every bank account 

□ Each reconciliation package includes: bank statement, summary, detail, outstanding items list 

□ Each reconciliation reviewed and initialed by mayor or supervisor 

□ All reconciliation differences are zero — no forced balances 

□ List of all bank accounts prepared (account name, number, purpose, authorized signers) 

 

Payroll (Folder 02) 

✓ Folder 02 — Payroll 

□ Payroll Summary for the full fiscal year printed and on file 

□ All four quarterly 941 returns on file with proof of timely filing 

□ Payroll Summary total reconciled to the sum of all 941 returns 

□ PERS/TERS remittance statements on file and reconciled to QuickBooks 

□ Council-approved salary schedule on file — matches actual payroll rates 

 

Grant Files (Folder 03) 

✓ Folder 03 — Grant Files 

□ Every active grant has a complete subfolder with agreement, amendments, drawdowns, FSRs, and 
invoices 

□ Grant expenditures in QuickBooks reconciled to drawdown and FSR amounts 

□ Schedule of Expenditures of Federal Awards (SEFA) prepared if Single Audit applies 

 

Accounts Payable / Receivable (Folders 04–05) 
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✓ Folders 04–05 — AP and AR 

□ AP Aging Summary prepared as of fiscal year-end — reconciled to Balance Sheet AP balance 

□ AR Aging Summary prepared as of fiscal year-end — reconciled to Balance Sheet AR balance 

□ Significant vendor invoices accessible for auditor sampling 
 

Financial Reports (Folder 06) 

✓ Folder 06 — Financial Reports 

□ Trial Balance, Balance Sheet, P&L, and General Ledger saved as final adjusted versions 

□ Budget vs. Actual report prepared for all governmental funds 

□ Reports cross-checked: Trial Balance totals agree to Balance Sheet and P&L 

 

Supporting Schedules, Governance, Prior Findings (Folders 07–12) 

✓ Folders 07–12 — Supporting Items 

□ Fixed asset schedule current with additions, disposals, and depreciation 

□ Debt schedule current (if applicable) 

□ All council meeting minutes on file for the fiscal year 

□ Adopted budget resolution and all amendment resolutions on file 

□ Corrective action plan for prior audit findings updated with current status 

□ All executed contracts on file with authorization documentation 

□ Year-end journal entries documented with explanations and supporting calculations 

□ Bank and attorney contact information prepared for auditor confirmation letters 

□ QuickBooks backup created and stored off-site 
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Disclaimer 
 
 
This framework is published by the Arctic Slope Community Foundation as part of the Success for 
Nonprofit Audit Preparation Program (SNAPP) Modified Virtual Support Program. It provides operational 
guidance for organizing audit support documentation. 
 
SNAPP provides advisory and technical assistance only. This document does not constitute legal, 
accounting, or audit advice. Participating municipalities remain solely responsible for: 

• The accuracy and completeness of all audit support documentation 
• Timely preparation and delivery of requested documents to the external auditor 
• Written management responses to audit findings 
• Implementation of corrective action plans 

 

Municipalities should consult with their auditor, legal counsel, or the Alaska Municipal League for 
guidance on specific audit preparation questions. 
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