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FY2017/18 Reporting:  Over the past few weeks following the presentation and 
approval of the City's annual audit we have completed all of the state and federal 
reporting requirements.  These include the preparation and filing of the F-65 Report; the 
Audit Procedures Report; Public Act 202 reporting; annual water and sewer system report 
to Rural Development; the annual Act 51 financial report to MDOT; the Annual 
Qualifying Statement (borrowing qualification) to the State Treasury; as well as 
providing copies of the audit report to various entities. 
 
 

 
General Ledger Journal Entry Procedures:  Each year prior to the annual audit 
Michelle and myself spend approximately half a day meeting with our external auditors 
to discuss the year's accounting and financial activities, new and upcoming GASB 
pronouncements, any changes in accounting or financial practices or processes, current 
capital improvement projects and all other significant aspects of the City's accounting and 
financial operations.  It is from this meeting and a thorough review of the City's trial 
balance that our external auditors, based upon their and the profession's normal auditing 
practices and procedures, formulate their scope of examination.   
 
As previously shared with the Commission our external auditors also have us complete 
several questionnaires, schedules and supporting documents, all of which are used to 
validate our accounting and financial records and the processes used to create and maintain 
the records.  This provides the auditors the information that they need to develop sampling 
methodologies to validate that we consistently follow FASB, GAPP AND GASB standards 
as well as the City's established procedures, processes and policies.   
 
This year as part of the pre-audit engagement documentation process our auditors asked 
me to prepare/update an overview of our procedures to identify, prepare, document and 
file all journal entries made within the City's General Ledger accounting and financial 
records.  For the Commission's reference enclosed you will find a copy of the journal 
entry processes and procedures that I provided our auditors which Michelle and myself 
diligently and meticulously follow throughout the year.  From this process overview and 
industry FASB and GAAP standards our auditors identify a sample of journal entries that 
they review and test from a complete listing of all journal entries that were prepared 
during the year.  Michelle and myself prepared and documented 669 individual journal 
entries in FY2017/18 as described within the attached process overview. 
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First and foremost every effort is made to reduce the number of journal entries that are required and also 
to insure visibility by the City Commission and the general public.  However, throughout the course of 
the year the City of Clare's Fiscal Services Department does under strict dual control procedures create 
manual journal entries within the general ledger system for a variety of reasons.  The following is an 
overview but not necessarily an all inclusive listing of the types of transactions and adjustments that are 
created through the general ledger journal entry process. 
 
• When journalized transactions are found through the ongoing and continuous management designed 

review and validation processes corrections are facilitated and documented through the use of 
journal entries.  For security reasons all of the financial software systems that the City uses have a 
strict level of user security that does not allow journalized transactions to be changed even by the 
enterprise administrator who has the highest level of system access.  There is also an unalterable 
audit trail created and maintained within each of the City's municipal software systems that includes 
all entries and changes made within the information databases.  When a correction is necessary all 
available, appropriate and required documentation for the transaction/circumstance is accumulated 
and attached to the journal entry which as appropriate is attached to the original transaction and/or is 
retained within the Fiscal Services Department. 

 
• For the receipt of interest earnings on deposit accounts and investments; 
 
• For the initial budget and also for all budget transfers and amendments; 
 
• Investment rebalancing between funds, for new investments and also for matured investments that 

are not reinvested; 
 
• Transactions that are not entered/originated through cash receipting, accounts payable or other 

financial software systems.  For instance, the recording of the automatic postage replenishing of the 
City's postage machine; 

 
• Airport fuel sales, credit card processing fees and sales tax liabilities.  These transactions are originated 

at the City's airport and reported electronically to the City daily by the credit card processor; 
 
• Recording of state payments not recorded in other financial systems.  For instance, state trunkline 

maintenance payments, ACT 51 distributions, state revenue sharing, etc.; 
 
• Receivables and payables that are not originated through other systems.  For instance, federal and 

state grants, state payments at fiscal year-end and other related transactions; 
 
• Fiscal year-end adjusting entries to include wages payable, interest receivable, interest payable, 

capital asset management, inventory adjustments, doubtful utility billing recognition, etc.; 
 
• Payroll impress fund adjustments not correctable through the payroll processing software system; 
 
• Property tax and special assessment receivables; 
 
• Debt principal balance adjustments (normally only within the 902 Fund as most debt payments are 

processed through the accounts payable system); 
 
• USDA bond reserve entries; and 
 
• Restricted fund balance adjusting entries. 
 
All journal entries are processed under dual control and authorization which is documented with two 
sets of approving initials.  All journal entry documentation is then filed for retention with the original 
transaction as appropriate and/or within the documentation files of the Fiscal Services Department. 
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