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How to Use This Toolkit

Auditreadiness is not built in the weeks before an auditor arrives — it is built through consistent monthly
discipline maintained throughouttheentireyear. This toolkit provides therecurringmonthly workflow that
keeps your city's financial records current, accurate, and audit-ready at all times.

This toolkit is designed for two audiences:
* Finance staff: Use the Monthly Close Workflow (Sections 1-4) and the Monthly Close Checklist (Section 8) as
your recurring operational guide
* Mayorsandcouncilmembers: Use the Governing Body Oversight sections (Sections 5-6) to understand what
you should be reviewing, how often, and what to look for

Why Monthly Discipline Prevents Year-End Crisis

Municipalities that complete monthly financial tasks on schedule spend 60-70% less time on year-end audit
preparation.

Missing one month of bankreconciliations takes 2-4 hours to catch up. Missing six months takes 20-40 hours —
and the backlog compounds.

Monthly financial reporting to the council is a required compensating control in small municipalities with limited
segregation of duties.

Auditors can tell immediately whether a city maintained monthly discipline or scrambled at year-end. The
difference shows in the quality of records.

Reference: AICPA AU-C 315 — Auditors assess the control environment, which includes whether ongoing
monitoring activities are performed consistently.
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Section 1: The Monthly Close Workflow

The monthly close is the set of tasks that must be completed each month to keep your financial records
current. Follow this workflow in order. Each step builds on the previous one.

N S

Download or collect bank statements for all accounts 1st of the month 15 minutes

2 Review bank statements for items not yet entered in QuickBooks 2nd-3rd 30 minutes
(fees, ACH, interest)

3 Enter any missing transactions in QuickBooks with correct dates 2nd-3rd 15-30 minutes
4 Complete bank reconciliation for each account By the 10th 1-2 hours per account
5 Print reconciliation reports; assemble reconciliation package with By the 10th 15 minutes per account

bank statement

6 Review Accounts Payable — enter any unrecorded invoices; follow By the 15th 30 minutes
up on items over 30 days

7 Review Accounts Receivable — follow up on outstanding balances; By the 15th 30 minutes
record any collections

8 Verify payroll tax deposits were made on time for the prior period By the 15th 15 minutes

9 Run Budget vs. Actualreport; review for significant variances By the 15th 30 minutes

10 Prepare the council financial report package (see Section 5) By the 18th 30-45 minutes

11 Provide reconciliation packages to mayor for review and signature By the 15th Depends on mayor
schedule

12 File all completed documents in the audit folder structure By the 20th 15 minutes

Time Investment

The entire monthly close workflow takes approximately 6-10 hours per month for atypical small municipality with
1-2 bank accounts and modest transaction volume. This is a smallinvestment compared to the 40-80+ hours
required to catch up on ayear of missed work at year-end.
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Section 2: Budget vs. Actual Review

Why Budget Monitoring Is Required

Alaska municipalities operate under appropriation-based budgets adopted by the governing body.
Expenditures that exceed the adopted budget are a legal compliance issue — not just a management
concern. Monthly budget monitoring prevents overruns and identifies the need for budget amendments

before it is too late.

How to Run the Report in QuickBooks

Reports > Budgets > Budget vs. Actual. Select the budget for the current fiscal
year. Setthe date range to the fiscal year start through the current month-end.

QB Desktop

QBO

What to Look For

Reports > Budget vs. Actuals. Select the correct budget and date range.

Revenue significantly
below budget (>10%
variance)

Revenue significantly
above budget (>10%
variance)

Expenditure category ator
near 100% of annual
budget before year-end

Expenditure category
significantly under budget
(<50% at mid-year)

Individual line item
exceeds budget

Overall expenditures on
pace to exceed total
revenue

Revenue collections are not meeting
projections

Morerevenue collected than expected

Spendingin this categoryis on paceto
exceed the appropriation

Spendingis well below projections

A specificlineitem has been overspent

The city may end theyear in a deficit
position

Investigate the cause. Determine if the
shortfallis timing-related or atrue decline.
Reportto councilif thetrend continues for
2+ consecutive months.

Verifytherevenue is properly classified.
Considerwhether the excess is one-time or
recurring. Inform council.

Alert the councilimmediately. A budget
amendmentis required beforethe
appropriation is exceeded. Present the
amendment at the next council meeting.

Verify that all invoices for this category have
been entered in QuickBooks. Low spending
may indicate unrecorded liabilities.

Determine whether other lineitemsin the
same category can absorb the overage. If
not,abudget amendmentis required.

Reportto the councilimmediately. Consider
expenditure reduction measures or identify
additionalrevenue sources.
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Budget Amendment Requirement
Under Alaska AS 29.35.130, expenditures cannot legally exceed the appropriation. If you identify a category

approaching 100% of budget, bring abudget amendment resolution to the council before the overage occurs —

not after.
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Section 3: Cash Position and AP/AR Monitoring

Monthly Cash Position Review

Knowingyour cash position at all times is fundamental. Run a Balance Sheet at the end of each month and
review all bank account balances. Compare to the prior month to identify trends.

Question to Ask Monthly What to Do If the Answer Is Concerning

Are total cash balances
increasing or decreasing?

Does the city have enough
cash to cover 2-3 months of
operating expenses?

Are any restricted cash
accounts (grants, bonds)
being used for general
operations?

Arethere anylarge or unusual
balances compared to prior
months?

A declining trend over 2-3 consecutive months should be reported to the
council with an explanation.

If not, this is a cash flow concern. Review upcoming revenue sources and
consider whether expenditure timing can be adjusted.

Thisis a compliance violation. Grant cash and bond proceeds must remain in
their designated accounts and cannot be used for other purposes.

Investigate the cause. A sudden spike could indicate a large grant receipt, loan
proceeds, or a recording error.

Accounts Payable Monitoring

Run the AP Aging Summary
monthly

Investigate invoices over 30
days

Investigate invoices over 90
days

Confirm total AP agrees to
General Ledger

QuickBooks: Reports > Vendors & Payables > AP Aging Summary. Set the date
to the last day of the prior month.

Contact the vendor or review internal records. Determine if the invoice is
approved for payment, on hold, or disputed.

These are likely errors, duplicate entries, or items that need to be voided.
Research and resolve before month-end.

The totalon the AP Aging report should match the AP account balance on the
Balance Sheet. Differences indicate posting errors.

Accounts Receivable Monitoring

Arctic Slope Community Foundation | SNAPP | Page 6 of 18



Monthly Financial Review and Oversight Toolkit SNAPP ¢ ASCF

Run the AR Aging Summary QuickBooks: Reports > Customers & Receivables > AR Aging Summary. Set the
monthly date to the last day of the prior month.

Follow up on balances over 60 @ Send aremindernotice or make a phone call. Document the collection effort.
days

Evaluate balances over 90 Determine whether the amount is collectible. If not, discuss write-off
days procedures with your SNAPP advisor. Write-offs may require council approval.

Review grant reimbursements | If your city is owed reimbursements from grantors, confirm the drawdown
due requests have been submitted and track receipt of funds.
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Section 4: Grant Expenditure and Payroll Monitoring

Monthly Grant Monitoring

Federal and state grants require ongoing monitoring — not just year-end review. Check the following for

each active grant every month:

How to Check Action If Issue Found

Cumulative spendingvs. Run QB report filtered to the grant class/job
award amount code; compareto total award

Spending within grant Compare transaction dates to the grant
period period of performance

Spending by budget Compare QB totals by expense type to the
category approved grant budget

Reimbursementrequests Check the grant agreement for
submitted on schedule drawdown/FSR deadlines

Match/costshare ontrack | Compare local match recorded in QBto the
required match amount

Monthly Payroll Monitoring

If spending approaches 90% of award,
stop and review remaining budget before
incurring more costs

Costs outside the grant period are
unallowable. Recodeto the general fund
immediately.

If any categoryis overspent, contact the
grantor about abudget modification
beforeincurring more charges

Late submissions can delay cash flow
and jeopardize the grant. Submit
immediately if pastdue.

If match is behind schedule, identify
additionaleligible costs orin-kind
contributions

Payroll totals compared to Compare the current pay period's gross payroll to the prior period. Any
prior period significant change (new hires, terminations, overtime) should be explained.

Payroll tax deposits made on = Verify that federal payroll tax deposits were made by the required due date.

time Late deposits trigger automatic IRS penalties.

PERS/TERS contributions Confirm that Alaska retirement system contributions for the period have been
remitted remitted to the state.

Leave balances reviewed If your city tracks vacation and sick leave, confirm balances are updated.

Excessive accrued leave creates a growing liability (GASB 16).

New hires and terminations = Any additions or removals from the payroll should be supported by written
authorized authorization from the mayor or governing body.
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Section 5: Preparing the Council Financial Report Package

The councilfinancial reportis the primary mechanism for governing body oversight of municipal finances.
It should be presented as anumbered agendaitem at every regular council meeting. This section describes

exactly what to include and how to prepare it.

Components of the Council Financial Report

QuickBooks Source What It Shows the Council Key Items to Highlight

Budget vs. Actual
Report

Cash Balances
Summary

Check Register /
Payment List

Bank Reconciliation
Status

Grant Status
Summary

AP Aging Summary

Reports > Budgets > Budget

vs. Actual

Reports> Company &
Financial > Balance Sheet
(cash accounts only)

Reports > Banking > Check
Detail (for the period since
last meeting)

Finance staff-prepared
summary

Finance staff-prepared
summary

Reports > Vendors &
Payables > AP Aging
Summary (optional)

Revenue collected vs. projected;
expenditures vs. appropriations

How much money the city has in
each account

Every payment the city made since
the last council meeting

Whether all accounts are
reconciled current

Spending to date vs. award for each
active grant

Outstanding bills owed by the city

Preparing the Package — Step by Step
Run each report listed above from QuickBooks. Set date ranges correctly:

Budgetvs. Actualfor the fiscalyear-to-date; Check Register for the period since
the last council meeting.

1. Run the reports

2. Review for issues

3. Prepare a cover memo
(optional but recommended)

4. Print or distribute

electronically

Any category approaching or
exceeding budget; significant
revenue shortfalls

Declining cash trends; restricted
vs. unrestricted funds

Large or unusual payments;
payments to new vendors

Any accounts not yet reconciled;
reasons for delays

Grants approaching spending
limits; upcoming report
deadlines

Old unpaid invoices; upcoming
large payments

Before printing, scan each reportyourself. Identify anything the council should
discuss: variances over 10%, unusual payments, budget categories nearing

limits.

distribute packets 2-3 days in advance.
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5. Present at the meeting Walk the council through the reports briefly. Highlight items requiring action
(e.g., budget amendments needed). Answer questions.

6. Document in the minutes = The city clerk should note in the minutes that the financial report was
presented, discussed, and accepted (or any action taken).

Why the Minutes Matter

If the councilreviews the financial reports butthe minutes do not reflect it, the auditor has no evidence the review

occurred. The financialreport must appear as a specific agendaitem and the minutes must note thatitwas
presented and discussed.
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Section 6: Governing Body Oversight Guide

This section is written for mayors and council members. Your role in monthly financial oversight is not to
dotheaccounting work—itis to review, question, and approve. This oversight is a required compensating
control, especially when your city has limited finance staff.

What the Mayor Should Review Each Month

_ What to Look For Time Required

Bank reconciliation Does the ending balance match the bank statement? Is the 15-20 min per account
(each account) difference $0.00? Arethere old outstanding checks (90+ days)?
Were any items unusual?

Payroll summary Does thetotal look reasonable compared to last period? Are all 10-15 min per pay
employees recognized names? Are overtime hours reasonable? period

Checkregister Are all payments to recognized vendors? Are amounts 10-15 min per meeting
reasonable? Any payments to unfamiliar payees?

Grantdrawdown Does the amount match the supporting invoices? Is the request 10 min per request
requests within the grant budget? Is the grant stillin its performance
period?

After reviewing each item, the mayor should initial and date the document. This creates the audit
trail.

What the Council Should Review at Each Meeting

Agenda Item Council's Role

Budget vs. Actual Report Review revenue and expenditure trends. Ask questions about significant
variances. Approve budget amendments if needed.

Check Register/ PaymentList = Review all payments made since the last meeting. Ask about any unfamiliar
vendors or unusually large amounts. Motion to approve.

Cash Position Summary Confirm the city has adequate cash to meet obligations. Ask about declining
trends.

Grant Status Report Review spending progress on each grant. Ask about upcoming reporting
deadlines.

Reconciliation Status Confirm all bank accounts are reconciled current. Ask about any delays.

Questions Council Members Should Ask
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Are all bank accounts reconciled through last month?

Are any expenditure categories approaching or exceeding the budget?
Are all payroll tax deposits current — no late payments?

Are all grant reports submitted on time?

Are there any vendor invoices over 90 days old? If so, why?

Has anything unusual or unexpected occurred since the last meeting?
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Section 7: Quarterly and Annual Oversight Tasks

In addition to monthly tasks, certain financial responsibilities occur quarterly or annually. Track these on
your calendar to prevent missed deadlines.

Quarterly Tasks
s | ferorsbie | bocumennion
File IRS Form 941 (Quarterly April 30, July 31, October | Finance staff Filed 941 + proof of payment in
Payroll Tax Return) 31, January 31 Payroll file
File Alaska SUTA Report (State Same as 941 deadlines Finance staff Filed report in Payroll file

Unemployment Tax)

Reconcile payroll tax deposits to Within 15 days of 941 Finance staff Reconciliation worksheet in Payroll
QuickBooks deadline file

Review PERS/TERS contributions Quarterly Finance staff Reconciliation worksheet in Payroll
vs. remittance statements file

Review grant spending vs. award Quarterly Finance staff + Mayor | Grant status summary initialed by
for each active grant mayor

Review QuickBooks Audit Trail for | Quarterly Finance staff + Mayor | Audit Trail report reviewed and filed

unusual changes

Annual Tasks

Update fixed asset schedule Within 60 days of fiscal Finance staff Updated schedule in Supporting
(additions, disposals, year-end Schedules folder
depreciation)

Issue W-2s to all employees By January 31 Finance staff / Payroll | Copies in Payroll file
processor
Issue 1099-NEC to qualifying ByJanuary 31 Finance staff Copies in APfile
contractors
Review bank signature cards — Annually (or upon any Finance staff + Mayor | Updated card onfile at bank
remove former officials personnel change)
Verify employee roster — all Annually Mayor + Finance staff | Signed roster memo in Personnel
payroll employees are active file
Review and update Internal Annually Mayor / Council Adopted by resolution if changed

Controls Policy

Create and test year-end After fiscal year-end Finance staff Backup stored off-site; test
QuickBooks backup close confirmed
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Present audit report and Upon receipt of final Finance staff / Mayor Presentation noted in council
management letter to full council report minutes
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Section 8: Monthly Close Checklist

Print this checklist and use it every month. Check each item only when it is fully completed and
documented —notwhenitis started. This checklist serves as both your operational guide and your audit
evidence that monthly procedures were performed.

Month:

Completed By: Date:

Bank Reconciliations

Bank Reconciliations

Oo/olo|o|o|o|o|oo)d

Bank statements downloaded or collected for all accounts
Missing transactions (bank fees, ACH, interest) entered in QuickBooks

Bank reconciliation completed for Account:

Bank reconciliation completed for Account:

Bank reconciliation completed for Account:

All reconciliation differences = $0.00 — no forced balances
Reconciliation packages assembled (statement + summary + detail)
Reconciliation packages provided to mayor for review

Mayor initialed and dated each reconciliation package

Reconciliation packages filed in Audit Folder > 01 Bank Reconciliations

Accounts Payable and Receivable

Accounts Payable and Receivable

oo o oo

All vendor invoices for the month entered in QuickBooks

AP Aging reviewed — items over 30 days investigated

AP Aging reviewed — items over 90 days resolved or documented

AR Aging reviewed — collection follow-up completed for balances over 60 days

Grant reimbursement requests submitted on schedule
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Payroll

U T
Payroll processed and verified for the period

Mayor reviewed and signed payroll summary

Payroll tax deposits confirmed timely

o/ o|o|o

PERS/TERS contributions remitted (if due this month)

Budget and Financial Reporting

Budget vs. Actual report run and reviewed for significant variances
Any categories approaching budget limits identified and reported
Council financial report package prepared

Financial report presented at council meeting and documented in minutes

o o oo g

Check register presented at council meeting and documented in minutes

Filing and Documentation

Filing and Documentation
O

All completed documents filed in the audit folder structure
QuickBooks backup created (if scheduled this month)

Any issues or exceptions documented in writing
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Quick Reference: Annual Financial Calendar

Post this calendar in your office as a year-round reminder of recurring deadlines.

m Monthly Tasks (Every Month) Special Tasks This Month

July (FY Start) Bankreconciliation, AP/AR review, payroll verification, New fiscal year budget entered in QB;
councilreport prioryear close-out begins

August Bank reconciliation, AP/AR review, payroll verification, Prioryear bank reconciliations finalized if
councilreport notyet complete

September Bank reconciliation, AP/AR review, payroll verification,

councilreport

October Bank reconciliation, AP/AR review, payroll verification, Q1Form 941 due (Oct 31); SUTAreport
councilreport due; quarterly payrollreconciliation

November Bank reconciliation, AP/AR review, payroll verification, Pre-audit self-assessment (if audit
councilreport scheduled Dec-Feb)

December Bank reconciliation, AP/AR review, payroll verification,

councilreport

January Bank reconciliation, AP/AR review, payroll verification, W-2s due (Jan 31); 1099s due (Jan 31); Q2
councilreport Form 941 due (Jan 31); SUTAdue

February Bank reconciliation, AP/AR review, payroll verification, Audit fieldwork (common timing for
councilreport Alaska municipalities)

March Bank reconciliation, AP/AR review, payroll verification,

councilreport

April Bank reconciliation, AP/AR review, payroll verification, Q3Form 941 due (Apr 30); SUTAdue;
councilreport annual employee roster review

May Bank reconciliation, AP/AR review, payroll verification, Year-end planning begins; review grant
councilreport deadlines; update fixed asset schedule

June (FY End) Bank reconciliation, AP/AR review, payroll verification, Year-end close procedures (Volume 01);
councilreport QB backup; closing date set after audit
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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 provides operational guidance for
maintaining recurring monthly financial oversight.

SNAPP provides advisory and technical assistance only. This document does not constitute legal,
accounting, or audit advice. Participating municipalities remain solely responsible for:

Timely completion of all monthly financial tasks

Presenting financial reports to the governing body

Monitoring budget compliance and initiating amendments when needed
Filing all required payroll tax returns and grant reports on schedule

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