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Ac c ou n t i n g Proc e d u res 

I N STR U C TO R ’S O VE R VI EW

( 50 MI N UTES) 

A . I ns t it ut io nal Fi nancial Ma nag e me nt  Sy s t e ms ( 3 Min ut e s ) 

B . B o o k k e e ping  and  Re co r d k e e p ing  Act iv i t ie s ( 5 Min ut e s ) 

C . A cco un t ing ( 30 Mi nut e s ) 
1.   F u nd  Acco unt ing 

D . I nt e r n al Co nt r o l :   C he ck s  and  Balanc e s ( 12 Mi nut e s ) 
1.   T r ial Balanc e 
2.   Re co nciliat i o n of  Cas h 
3.   Re co nciliat i o n of  Fe d e r al Fund s 
4. Ot he r  Che ck s  and  Balance s 

SE SSIO N 5
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MAI N  O BJ EC TI VES

◊  Par t ic ipant s  wil l be  ab le  to  und e r s t and  ef f e ct iv e  co nt r o l ov e r 
and  ac co unt ab ili t y  fo r  all  fund s  re c e iv e d  fr o m  the  De par t me nt 
o f  Ed u cat io n Pay me nt  Manag e me nt  Sy s t e m (E D /PMS ) . 

◊  Par t ic ipant s  wil l hav e  a cle ar  und e r s t and ing  o f  ho w  a sc ho o l’ s 
b us ine s s  of f ice  and  financ ial aid  of f ice  wo r k  to g e t he r . 

◊  Par t ic ipant s  wil l be  ab le  to  id e nt if y  ho w  an acco unt ing  sy s t e m
s ho uld  be  de s ig n e d  to  acco mmo d at e  Ti t le  IV pr o g r am fund s . 

◊  Par t ic ipant s  wil l und e r s t a nd  ho w  to  se t  up jo u r nal ent r i e s . 

◊  Par t ic ipant s  wil l be  ab le  to  maint ai n ad e q uat e  che ck s  an d 
b alanc e s  wit hin a sy s t e m o f  int e r nal  co nt r o ls . 

R EF ER E N C ES

D e t ail e d  inf o r ma t io n on th is  to pic can be  fo un d  in: 

◊  T he Bl u e Book,  Chap t e r  5 – Ac co unt ing  Pr o ce d ur e s  fo r  Tit le  IV 
Pr o g r a ms 

◊  T he Bl u e Book,  Appe nd ix F – B as ic Acco u nt ing  fo r  No n- T it le - I V
Spe cia lis t s 
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Instructor’s NotesPle as e  tak e  a mo me nt  to  lo o k  at  the  ov e r v ie w  and 
o b je ct iv e s . 

T his  s e s s io n of  the  wo r k s h o p co v e r s  bas ic Tit l e  IV
acco un t ing  pr o ce d ur e s . 

We  wil l dis cus s : 

◊  w hat  acco unt ing  pr o ce d ur e s  ar e  acce p t ab le  to  t he 
U . S.  D e par t me nt  of  Ed ucat i o n; 

◊  w hat  r e co r d s  mus t  be  maint aine d  by  b o t h the 
b us ine s s  of f ice  and  financ ial aid  of f ice ; 

◊  w hat  acco unt s  ar e  ne ce s s ar y  fo r  ins t it ut io ns  t o 
acco un t  pr o pe r ly  fo r  Tit le  IV pr o g r a m fund s ; 

◊  w hat  acco unt s  ar e  includ e d  in a Summ ar y  Char t 
o f  Acc o unt s ;  and 

◊  w hat  pr o ce d ur e s  ar e  us e d  in acco unt  jo ur nal
e nt r ie s . 

Ple as e  tur n in T he Bl u e Book t o  Cha pt e r  5. 

A. IN S TIT UTIO N AL  FI N AN C IAL 
MAN AG E ME N T SYS TE MS 

T he  ac co unt ing  s y s t e m that  scho o ls  us e  mus t  pr o v id e 
e f f e ct iv e  co nt r o l ov e r  and  acco unt ab ilit y  fo r  all fund s 
r e ce iv e d  fr o m th e  De par t me nt  of  Ed uc at io n Pay m e nt 
Manag e me nt  Sy s t e m (E D /PMS) . 

T he Bl u e Book,  Chap t e r  5,  pr o v id e s  a re co mme nd e d 
acco un t ing  sy s t e m that  le n d s  it s e lf  bo t h to  fe d e r al
r e po r t ing  and  mo nit o r ing  pr o g r ams . 
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Instructor’s NotesPle as e  tur n to  pag e  142,  Se ct io n 5. 2 ,  in T he Bl u e Book. 

B. BO O KKE E P IN G  AN D 
R E C O R D KE E P IN G  AC TIVITIE S 

Yo ur  s cho o l’ s  bo o k k e e ping  and  re co r d k e e ping 
act iv i t ie s  sho ul d  be  de s ig ne d  to  ena b le : 

◊  t ime ly  int e r nal re po r t ing , 

◊  pr o pe r  filing  of  applicat i o ns , 

◊  s ub mit t ing  accur at e  final re po r t s ,  and 

◊  me e t in g  re q uir e d  do cume nt a t io n re q ui r e me nt s 
f o r  va r io us  fina ncial aid  pr o g r ams . 

Whe n d e s ig ning  y o ur  ins t it ut io n’ s  ac co unt ing  s y s t e m, 
y o u sh o uld  inclu d e : 

◊  a char t  of  acco u nt s , 

◊  a bo o k  of  or ig in al ent r y , 

◊  b illin g ,  and 

◊  r e po r t ing  re q uir e me nt s . 

Ple as e  tur n to  pag e  143.  ( OH  1) 

T he  fl o w char t  gi v e s  an ov e r v ie w  of  r e co r d k e e pi ng 
act iv i t ie s  wit hi n an ins t i t ut io n’ s  f inancial aid  of f ice . 

 [3 minutes so far]

1
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Instructor’s NotesRe co r d s  that  mus t  be  maint aine d  incl ud e  it e ms  such as : 

◊  applic at io ns  fo r  aid  (F r e e  Applicat i o ns  fo r  Fe d e r al
St ud e n t  Financia l Aid  [F A F SA s ] ) , 

◊  applic at io ns  fo r  Fe d e r al F amily  Ed uc at io n Lo an s 
o r  Fe d e r al Dir e c t  Lo ans , 

◊  s t ud e n t  aw ar d  le t t e r s , 

◊  t he  in s t it ut io n’ s  Fis cal Ope r at io ns  Re po r t  and 
A pplic at io n to  Par t icipat e  (F I SA P) ,  and 

◊  t he  in s t it ut io n’ s  Dir e ct  L o an re co nc iliat io ns . 

A  co mp le t e  lis t  of  re co r d s  to  be  mai nt aine d  is  on
pag e s  143 and  14 4,  Se ct io n  5. 2. 

N o w ,  ple as e  tur n  to  pag e  145.  (OH  2) 

T he  fl o w char t  he r e  giv e s  us  an ov e r v ie w  of  the 
acco un t ing  act iv it ie s  wit h in an ins t it ut io n’ s  bus ine s s 
o f f ice . 

A  scho o l’ s  finan cial acco u nt ing  sy s t e m mus t  me e t  bo t h
int e r n al and  ext e r nal inf o r mat io n ne e d s .   So  t he 
o r g ani zat io nal s t r uct ur e  mus t  be  de s ig ne d  to  s at is f y  all 
t ho s e  ne e d s . 

N e xt  w e  will re v ie w  bas ic acco unt ing  st r uct ur e s  and 
ho w  th e y  me e t  th o s e  ne e d s . 

Note to Instructor:
We will discuss the
FISAP in detail in
Session 6.

2

[8 minutes so far]
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Instructor’s NotesC . AC C O UN TIN G 

1. F u n d  A cco u n tin g 

F und  acco unt ing  is  a me t ho d  that  inv o lv e s  se g r e g at ing 
as s e t s  int o  cat e g o r ie s  acc o r d ing  to  re s t r ict io ns  place d 
o n the ir  us e  by  the  fund in g  so ur ce .   A ppe nd ix F,  pag e 
F - 4 of  T he Bl u e Book,  pr o v id e s  mo r e  de t ails  on  hig he r 
e d ucat io n fund  acco unt ing . 

Ple as e  tur n to  Se ct io n 5. 3 . 1. 1,  pag e  147.   ( OH  3) 

N o w  we  will re v i e w  the  cha r t  of  acco unt s . 

C h art o f Acco u n t s

A  char t  of  acco u nt s  has  tw o  co mpo ne n t s  fo r  eac h
acco un t : 

◊  an acc o unt  numb e r  (us ually  us ing  the  st and ar d 
acco un t ing  co d e  st r uct ur e )  and 

◊  a de f i nit io n,  by  name ,  of  the  acco un t  co d e . 

I n all  cas e s ,  th e  fir s t  di g it  id e nt i f ie s  an el e me nt  of  t he 
b alanc e  she e t .   F o r  exampl e : 

◊  1 - As s e t  Acco un t , 

◊  2 - As s e t  Re d uct io n Acco un t , 

◊  3 - Li ab ilit y  Ac co unt ,  and  so  fo r t h. 

3
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Instructor’s NotesT he  Su mmar y  Char t  of  Acco u nt s  be g inn ing  on pag e 
149,  Se ct io n 5. 3 . 1. 1,  in T he Bl u e Book,  pr o v id e s  a
d e t ail e d  lis t  of  each acco unt ,  inclu d ing :  (OH  4) 

◊  t he  ge ne r al le d g e r  ind icat o r  (s uch as  “1 - As s e t 
A cco un t s ”) , 

◊  t he  de b it  acco un t s  (s uch as  “1 - 2 D ue  fr o m
Scho o l ”) ,  and 

◊  t he  cr e d it  acco u nt s  (s uch as  “3 - 1 Acco unt s 
Pay ab l e ,  NF C ”) . 

We  wil l ind iv id u ally  re v ie w  each acc o unt  inclu d e d  in
t he  su mmar y  of  acco unt s .  ( OH  5) 

A r e  th e r e  any  qu e s t io ns ?

On pag e  149,  yo u  will find  the  ED /PM S acco unt s  lis t e d . 

E D/ P MS  Acco u n ts (T itle IV F u n d s On ly , No t
In clu d in g  F ed era l Direct L o an s)

1 - As s e t  Acco un t s 
1 - 1 C as h C o nt r o l,  ED /PMS
1 - 2 A cco un t s  Re ce iv a b le ,  ED /PM S

3 - Li ab ilit y  Ac co unt s  - N o ne 

4 - Ca pit al Acco unt s  - No n e 

6 - In co me  Acco u nt s  - No ne *

7 - Ex pe ns e  Acco unt s  - No n e *

4

5

*ED/PMS is the only
case in which income
and expense ledgers
are not maintained.
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Instructor’s NotesPle as e  tur n to  A ppe nd ix F,  pag e s  F- 6  and  F- 7.   H e r e 
y o u wi ll find  so me  sample  jo ur nal en t r ie s  fo r  ED /PMS
A cco un t s .   L e t ’ s  re v ie w  th e m fo r  a mo me nt .  (OH  6) 

» Pl e ase  re v i e w th e  sam pl e  jour n al  en t r i e s wi th  th e  par ti c i pan ts.   R e v i e w 
e ach  l i n e ,  poi n t i n g  out wh e th e r  an  e n tr y  is a de b i t or  a cr e di t.   Th e  
fol l ow i n g  te xt wi l l  he l p wi th  th i s r e v i e w. 

E D/ P MS  T itle IV Acco u n t Jo u rn al E n tr ies

1 - 1 Cash  Co n t r o l ,  ED /P MS  may  be  a de b it  o r  cr e d it 
b alanc e  acco unt  de pe nd ing  on the  tim ing  of  the 
d r aw d o w ns  and  di s b ur s e me nt s .   I t  is  es t ab lis he d  to 
id e nt i f y  the  bal ance  of  Ti t le  IV (e x ce pt  Dir e c t  Lo an) 
f e d e r a l cas h dis b ur s e d  thr o ug h ED /PM S.   T he  sy s t e m
d e s cr i b e d  he r e  s e g r e g at e s  fe d e r al ca s h by  us in g 
s e par a t e  acco unt s  fo r  ED /P MS- T it le - I V- f und e d 
pr o g r a ms .   T he s e  se par at e  ED /PMS acc o unt s  re f l e ct 
o nly  E D /PMS- f und e d  pr o g r am s  and  allo w 
r e co nc iliat io n b y  co mb inin g  the  acco unt s  wit h the  no n- 
T it le - I V ED /PMS acco unt s  t o  the  “cas h on hand ” 
s e ct io n of  the  E D /PMS 272 Re po r t .   S e par at e  ch e ck ing 
acco un t s  ne e d  no t  be  maint aine d  fo r  each pr o g r am as 
lo ng  as  scho o l r e co r d s  ind icat e  pr e c is e ly  whe r e  cas h
w as  us e d . 

◊  D e b it  this  acco u nt  fo r : 

• A ll ca s h re ce iv e d  fr o m ED / PMS fo r  al l Tit le  IV 
pr o g r a ms ,  but  no t  includ in g  Fe d e r al Dir e ct 
L o ans ,  Pay me nt  f o r  Or ig ina t io n Se r v i ce s ,  Pe ll
G r ant s ,  AC A  re im b ur s e me nt s ,  or  Pe r k i ns  Lo an
cance l lat io n re i mb ur s e me nt s  (co nt r a
acco un t  # 1 - 2) . 

• A ll un e xpe nd e d  cas h on pr o g r ams  whe n 
acco un t ab ilit y  has  be e n tr ans f e r r e d  to  NF C 
( co nt r a acco unt  # 1 - 2) . 

6
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Instructor’s Notes◊  C r e d it  this  acco unt  wit h: 

• A ll ca s h tr ans f e r r e d  to  pr o g r ams . 

• E xce s s  cas h bill ing s  paid  to  the  Nat io nal
F inanc e  Ce nt e r  ( N F C )  (co nt r a acco unt  # 1 - 2) . 

1 - 2 Acco u n t s Recei v ab l e,  ED /P MS  can be  a de b it  o r 
cr e d it  balance  acco unt  de p e nd ing  on the  timing  of 
d is b ur s e me nt s  an d  dr aw d o w n s .   I t  re p r e s e nt s  al l
amo unt s  due  fr o m  all ope n- s t at us  ED / PMS- f und e d 
pr o g r a ms . *  T he  de b it  bala nce  may  ex is t  be t w e e n the 
t ime  f und s  re q ue s t e d  fr o m ED /PMS and  the  time  the y 
ar e  re ce iv e d . 

◊  D e b it  this  acco u nt  fo r : 

• A mo unt  of  aw ar d s  dis b ur s e d  to  st ud e n t s  and 
r e co r d e d  as  inco me  tr ans f e r r e d  fr o m ED /PMS
in eac h re s pe ct i v e  Tit le  I V pr o g r am acco unt . 

◊  C r e d it  this  acco unt  fo r : 

• C as h r e ce iv e d  fr o m ED /PMS (co nt r a
acco un t  # 1 - 1) . 

• A ny  un e xpe nd e d  pr o g r am bal ance s  af t e r 
acco un t ab ilit y  has  be e n tr ans f e r r e d  to  NF C 
( co nt r a acco unt  # 1 - 1) . 

Ple as e  re t ur n in  T he Bl u e Book to  Ch apt e r  5,  pag e  149. 

Ple as e  tak e  the  ne xt  te n minut e s  to  re v ie w  the 
Summar y  Char t  of  Acco unt s  fo und  on pag e s  149- 1 56. 

» Pl e ase  gi v e  th e  par ti ci pan ts appr oxi m ate l y  10 mi n ute s to  re v i e w th e  
sum m ar y  ch ar t of  accoun ts.   A fte r  th e y  hav e  re v i e we d it,  ask  if th e r e  
ar e  an y  que sti on s,  an d al l ow for  cl a ss par ti ci pati on .   A sk  th e  mor e  
e xpe r i e n ce d in di v i dual s to  he l p an sw e r  que sti o n s. 

Note to Instructor:
Accountability remains with
ED/PMS even though the
PMG has requested the
ARMG to bill schools for
excess cash.  Most cases
are schools now closed,
terminated, or no longer
drawing down funds from
ED/PMS.  Debts are
resolved or revised through
corrections or adjustments
to ED/PMS rather than by
returning cash.

*A different accounting
treatment would be
necessary if an institution
uses the reimbursement
payment method for
drawing down Title IV
funds (34 CFR 668.163
[a][3].  Requesting Funds,
Federal Register, Vol. 59,
No. 230, Thursday,
December 1, 1994).
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Instructor’s Notes

Ple as e  ke e p in mind  fo r  fu t ur e  re f e r e nce  that  Appe nd ix
F  giv e s  yo u samp le  jo ur nal  ent r ie s  f o r  each of  the s e 
acco un t s . 

D . IN TE R N AL  CO N TR O L :   C H E C KS 
AN D  BA L AN C E S 

T o  par t icipat e  in fe d e r all y  fund e d  s t ud e nt  fin ancial aid 
pr o g r a ms ,  an ins t it ut io n mus t  be  ab l e  to  de mo n s t r at e 
t hat  ad e q uat e  ch e ck s  and  b alance s  ar e  in place  in it s 
int e r n al co nt r o l  sy s t e m.   A  sy s t e m o f  int e r nal  co nt r o l
s ho uld ,  at  a min imum,  incl ud e :  (OH  7) 

◊  s e par a t ing  the  f unct io ns  o f  aut ho r iz ing  and 
d is b ur s ing  Tit le  IV pr o g r a m fund s ; 

◊  t ak ing  a tr ial b alance  at  le as t  mo nt hly  (t o 
d e t e r m ine  whe t he r  the  acco unt s  ar e  in balance ) ; 

◊  r e co nc iling  cas h  (a re co nc iliat io n b e t w e e n in- 
ho us e  bo o k s  and  bank  balan ce s  fo r  ca s h) ;  and 

◊  r e co nc iling  fe d e r al fund s  (a re co nci liat io n
b e t w e e n bank  acc o unt s  and  fe d e r ally  re po r t e d 
b alanc e s  fo r  cas h) . 

1. T rial B alan ce

A  tr ia l balance  mus t  co nf i r m the  eq u alit y  of  d e b it  and 
cr e d it  balance s  and  the  su m of  all acco unt  bal ance s . 

 [38 minutes so far]
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Instructor’s NotesT he r e  is  an illu s t r at io n o f  a tr ial balance  wo r k s he e t  fo r 
f e d e r a l st ud e nt  financial aid  pr o g r a ms  in T he Bl u e Book, 
b e g inn ing  on pag e  198.   ( O H  8) 

2. R eco n c iliatio n  o f C ash 

Re co nc iliat io n o f  cas h mus t  sho w  tha t  the  amo u nt  of 
cas h in the  acco unt ing  re c o r d s  ag r e e s  wit h the  amo unt 
r e f le c t e d  in the  bank  st at e me nt s . 

D if f e r e nce s  be t w e e n the  sc ho o l’ s  acc o unt ing  re co r d s 
and  it s  bank  st a t e me nt  bal ance s  can be  caus e d  by 
t iming  var iance s ,  er r o r s ,  or  unr e co r d e d  ent r ie s . 

T he s e  can le ad  t o  ent r ie s  fo r : 

◊  b ank  s e r v ice  cha r g e s ; 

◊  no n- s u f f icie nt  f und s  (N SF )  che ck s ; 

◊  d e b it  and /o r  cr e d it  me mo r a nd a;  and 

◊  ins t it ut io nal er r o r  co r r e c t io ns . 

8
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Instructor’s NotesT he  re co nciliat i o n pr o ce s s  als o  pr o v id e s  a me a ns  fo r 
id e nt i f y ing  and  co r r e ct ing  bank  er r o r s . 

T he  pe r s o n pe r f o r ming  the  re co ncilia t io n sho ul d  be 
t r aine d  to  re co g nize  and  r e po r t : 

◊  d e lay s  in de po s i t s ; 

◊  che ck s  out s t and i ng  fo r  lo n g  pe r io d s  of  time ; 

◊  ir r e g u lar it ie s  in tr ans f e r s  and  ad ju s t me nt s ;  and 

◊  d e v iat io ns  in ca nce lle d  ch e ck s  (pay e e  sig nat ur e  or 
e nd o r s e me nt ) . 

3. R eco n c iliatio n  o f F ed eral F u n d s

Re co nc iliat io n o f  fe d e r al fund s  is  a balancing  of  fund s 
r e ce iv e d  fr o m th e  be g innin g  of  the  s cho o l’ s 
par t ic ipat io n in  Tit le  IV pr o g r ams  w it h to t als  cur r e nt ly 
r e co r d e d  in the  ins t it ut io n’ s  acco un t s .   I n ad d it io n,  an 
annual  re co ncili at io n of  r e po r t e d  ex pe nd it ur e s  sho uld 
b e  pe r f o r me d  to  ens ur e  ag r e e me nt  amo ng  the  tr i al
b alanc e  re po r t ,  ED /PMS,  th e  Ins t it ut io nal Pay m e nt 
Summar y ,  the  FI S A P,  and  th e  scho o l’ s  aud it .   A ny 
d if f e r e nce s  amo n g  the s e  re co r d s  mus t  be  re s o lv e d . 

One  of  the  pur po s e s  of  an aud it  is  t o  che ck  th at  all
r e co nc iliat io ns  hav e  be e n pe r f o r me d  and  any 
d is cr e pancie s  re s o lv e d .   I ns t it ut io n s  sho uld  no t  vie w 
t he  au d it  as  a t ime  to  pe r f o r m re co n ciliat io ns . 

T he  fo r m on pag e  201 of  T he Bl u e Book can b e  us e d  fo r 
r e co nc iling  fe d e r al fund s .  (OH  9) 9
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Instructor’s NotesMo n th l y  Direct L o an  R eco n c iliatio n 

Willia m D.  Fo r d  Fe d e r al Di r e ct  Lo an Pr o g r am (D ir e ct 
L o an Pr o g r am)  ex pe nd it ur e s  and  tr ans act io ns  mu s t  be 
r e co nc ile d  mo nt h ly  wit h th e  Dir e ct  L o an Se r v ic ing 
C e nt e r  (Se r v icin g  Ce nt e r ) . 

T he r e  ar e  tw o  ty pe s  of  re c o nciliat io ns : 

◊  cas h and 

◊  lo an r e co r d s . 

• Re co nc iliat io n o f  cas h me a ns  the  sch o o l mus t 
r e co nc ile  the  ca s h wit hin all of  the  ins t it ut i o n’ s 
s y s t e m s  wit h the  Se r v icing  Ce nt e r . 

• Re co nc iliat io n o f  lo an re c o r d s  me ans  the 
s cho o l ’ s  Dir e ct  Lo an Pr o g r am re co r d s  that 
af f e ct e d  cas h di s b ur s e me nt  (f o r  do cu me nt s 
s uch as  pr o mis s o r y  no t e s )  ar e  co mpar e d  wit h
t he  Se r v icing  Ce nt e r ’ s  re c o r d s  fo r  t he  same 
d o cume nt s . 

4. Oth er C h eck s an d  B alan ces

T he r e  ar e  a lar g e  numb e r  o f  ot he r  ty pe s  of  che ck s  and 
b alanc e s  that  ca n be  built  int o  an acco unt ing  sy s t e m fo r 
s t ud e n t  financia l aid .   So me  impo r t a nt  ty pe s  ar e : 
( OH  10 ) 

◊  input  co nt r o ls , 

◊  s ub s id iar y  re co r d s  re co nci liat io n,  and 

◊  a cle a r  aud it  tr ail. 

10
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Instructor’s NotesN o w  le t ’ s  dis cus s  input  co nt r o ls . 

In p u t C o n tro ls

◊  A s  inp ut  tr ans ac t io ns  ar e  ent e r e d  in t o  the  aid 
s y s t e m ,  a re co r d  of  the  nu mb e r  of  en t r ie s  and  the 
d o llar  amo unt s  o f  the  ent r ie s  als o  ne e d s  to  be 
r e co r d e d . 

◊  A f t e r  all upd at e s  fo r  a pr o ce s s ing  cy cle  ar e 
co mple t e d ,  the  upd at e d  to t als  ne e d  t o  be  che ck e d 
t o  ens ur e  that  all ele ct r o nic bat ch ent r ie s  or 
g r o ups  of  manual  ent r ie s  hav e  be e n mad e  or 
acce pt e d  by  the  sy s t e m. 

• T his  e ns ur e s  tha t  bat che s  ar e  no t  lo s t  and 
pr o v id e s  a co nt r o l ag ains t  unaut ho r iz e d 
t r ans a ct io ns  be i ng  ent e r e d  int o  the  sy s t e m. 

S u b sid iary  R eco r d s R eco n ci liatio n 

◊  Sub s id iar y  re co r d s  re co nci liat io n me ans  that  all
acco un t s  sho uld  be  back e d  up by  sub s id iar y 
le d g e r  de t ail.   While  tak i ng  a tr ial  balance  can be 
us e d  t o  ens ur e  t hat  all ac co unt s  bal ance  in th e 
ag g r e g at e ,  it  do e s  no t  gua r ant e e  tha t  sub s id ia r y 
r e co r d s  exis t  to  suppo r t  t he  to t als  in each ac co unt . 

• Re co nc iliat io n b e t w e e n acc o unt s  and 
s ub s id iar y  re co r d s  ne e d s  t o  be  pe r f o r me d  at 
le as t  mo nt hly .  D ur ing  pe r i o d s  of  hig h
t r ans a ct io n vo lu me  it  sho u ld  be  co nd uct e d 
mo r e  f r e q ue nt ly . 
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Instructor’s NotesC lear Au d it T rai l

A  ke y  ele me nt  in  any  sy s t e m of  che ck s  and  bala nce s  is 
maint a ining  a cl e ar  aud it  tr ail. 

◊  Re co r d s  of  all t r ans act io n s  ent e r e d  int o  the 
s y s t e m  mus t  be  maint aine d . 

◊  A d e q ua t e  do cume n t at io n re q uir e s : 

• pr o pe r  appr o v al of  all tr a ns act io ns , 

• a re co r d  of  who  was  re s po n s ib le  fo r  ent e r ing 
t he  tr ans act io n, 

• w he n t he  tr ans ac t io n was  pr e par e d  an d 
po s t e d ,  and 

• a co mp le t e  re co r d  of  the  t r ans act io n  it s e lf . 

A r e  th e r e  any  qu e s t io ns  co nce r ning  t he s e  che ck s  and 
b alanc e s  be f o r e  we  end  thi s  se s s io n and  co nt in ue  wit h
a lab  exe r cis e ?


