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Objectives

Fos

¢ Whatis a reconciliation?
¢ Timing of reconciliation L
+ Whatitems ar ncededd § PRoBLEN> [
*  Helpful hints

* Problems that have been encountered
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What is a Reconciliation?

Reconciliation

The process ensuring that cash
balances presented in the cash
journal are in agreement with
depository balances.
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When Should you Perform Reconciliation?

MONTHLY —

... within the first week of thenew
month & best.

‘
o, ey
bﬂﬁ"'ggg
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Why is it Important to do this Monthly?

Many reasons:

v The process allows you to determine if allitems have been recorded in the system
as well as posted correctly. If there is adiscrepancy, this can becorre cted fairly
quickly.

v The accuracy of the transactions within the system allows the Council or Trustee
to have anaccurate and up to date information to make the best decisions for the
govemment.
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Why is it Important to do this Monthly? (o)

v" A new fiscal status concern — fiscal caution. If a township, municipal
corporation, or county has not reconciled its accounting journals and
ledgers with the treasury treasury/bank for mote than three months
and is unable to recondile the records within one month of written
noftification by the Auditor of State.

v' Unauditable letters — Auditors can dedare entities unauditable due to
recondliations not being performed or for them being so pootly
presented.
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Example of Reconciliation Issue:
Bank Balance: $ 100,000
Outstanding Checks $ (15000
Deposit In Transit $ 5,000
Total $ 90,000
Book Balance $ 100,000
Variance $__(10.000)
N —

Corrections found when Recalculate the Reconciliation from
the $10,000 Variance

Deposits not posted - §750,000

= General Fund $10,000
State Highway Fun d $30,000
= Water Fund $110,00

Wite Transfers not posted - §760,000

= General Fund $16),000
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Total Adjustment by Fund

General Fund $ (150,000)
State Highway Fund $ 30,000
Water Fund 3 0,00
Overall Total Variance to all Funds 3 )
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General Fund Affect

General Fund Balance Before Adjustment $ 75,000

Adjustments from corrections $ (150,000)
Accurate General Fund Balance $ (75,000)

General Fund went from positive balance to a negative
balance and the reconciliation was only off $10,000.
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Are You Able To Reconcile Other Than Monthly?

v" Most banks send their bank statements after month end. Thatis
why it is required to be done monthly.

v Ifyouhave access to your bank accounts on-line, the option to
check off checks and deposits cleared on bank to system can be
done daily or weekly to lessen theload at month end. Many banks
offer the on-line services for no cost.
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HELP -1 am new and something seems wrong
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Tips to Determine if There is an Issue

v Ask for the latest bank rec onciliation performed by Clerk/Finance Director.

+ Also determine if Council /Tr ustees arc receiving a copy monthly

¥ Look at the bank rec onciliations and dete rmine if there is a large reconciling item
amount listed

+ Does the recondling iems have descriptio ns for each item and amounts?

+ If nodescripiions are fisted foreach amount, ask what they are?
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Tips to Determine if There is an Issue (o)

Now what?

v Depending on how many mon tsitisbchind, youwil
need tostart at the last recon dled month with no iss ues
and move forward

*  Options: in-hous e or contract

v If you have several reconciling items, younced to check
following:

I the amoun t fixedin fo llo wing mon th
¢ Is the amoun t gettin g larger or fluctuating
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Items Must Have .. .

P

| I v All Bank Statements

— prt ¢ Checking, Savings, CDs, Investments
Ll v" Computer System or Manual Cash Journal
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Possible Items Needed

v’ Cash Journal/Check Register/Receipt Register printed if on computer
system H s iws bl o
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1|
Possible Items Needed

v" Deposit Slips
. Wiy

o I you have one deposit slip in a day thatisformultiple types of recdpts, dep osit slip
may be nceded to match up system to bank.

Deposit

- Cash
crECKS

Hame

Aocoun Mursber

The Manay Bank =

Gashion, NG 22222 s Eash
ToTAL
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It’s Time to Start the Reconciliation
Process

The order of review may be different, but p rocess is same.

Eifcient + Effeckve + Tonspaer




It’s Time to Start the Reconciliation Process

v Bank balances from bank statements need input into reconciliation

v Investment balances on system should be reviewed and updated at end of month
to match statements, if they are CDs, savings, and STAROhio

+ If theyare an investment that has market value, do not match staement torecondliationas
this isp osted at purchase price until sold

Balance] Bank
- § e
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Tip #1

1

Whetheritis deposits, checks, clectronic receipts or withdrawals, or interest carned, use
a pencil to mark items on the bank state ment and system reports to show what
matches. Items that aren’t marked off thestate ments and/or the system reports will be
re conciling issues.
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Tip #2 - Revenue

Deposits on bank statement need to be matched to the receipts
posted to system:
v Some systems make you mark receipts on system when matched to bank
deposits
v Receipts posted but not onbank statement at end of month, should be listed
as Deposits in Transit reconciling item

v Any receipt that doesn’t match deposit slip needs to be listed as reconciling
item for the amount that doesn’t match
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Tip #3 - Revenue

Electronic Receipts on Bank Statement:

v ay ormay not have received documentation in mail o rvia email

v Determine if itis posted in system

v Find source of recdpt
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Tip #4

Bank Corrections:

v May note durin g the month or the mon t prior, a receipt o nsystem doesn’t match bank. If
bank causcd e ror, th ey will show correction.

v Bank correction need smatched up tothe potential reco ndling item in prior month or the

original recdipt

v Beaware of NSF and addidonal charges
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Tip #5 - Revenue

Things to Remember:

| Property Tax Revenue is posted at gross amount. Tomake sure it is posted correcty per
bank, the deduction s must be induded with gross amoun t toreach net that was received.

| Income Tax Revenue collected by outside company has fees. Therefore, itisposted at

gross with deducions just like property tas revenue.
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Tip #6 - Revenue

Things to Remember:

| Interestis only shownon statamen's and nceds posted or it is a recon dlin g irem.

| Investment inter st needs tobe flagged tohitinvestment account o nsystem toallow e
investment balan ce match the invesment statements. Example — STAROhio

NSF on receipts returned — Make sure it is matched up with the original receip t when
received
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Tip #7 - Expenditures

Checking Account Cleared Checks:

o Cleared checks on bank statements need marked in system
o Double dheck that amounts of the cleared check on bank to the system

o Any differences should be listed as reconciling ite ms on bank reconciliation
and researched

o Checks not cleared will be listed as outstanding checks
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Tip #8 - Expenditures

Outstanding Check List:

I Review the outstanding check list mon thly.

Please note if any checks are over 6 months old or older. If they are,
consider calling vendor or person listed on check to determine if it was
received or sent in error
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Tip #9 - Expenditures

Wire Payments or Electronic Debits:

v Most wire payments shown on bank statements are debt payments. These
items must match memo expenditures posted in system

v" Any item listed on bank as debit or expense not related to check must be

posted insystem or it is reconciling item
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Tip #10 - Expenditures

Bank Charges:
! Several banks have amonthly bank charge. This is only listed on
statement and must be posted to system.

v At times, bank charges are for new checksissued and that is also listed on
bank.
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Tip #11 - Expenditures

Things to Remember:
v Allmemo charges posted in system must be listed on bank statement

¥' Checks that are voided — make sure they are noted in the system. This ke eps

the outstanding check list up to date
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Tip #12 - Investment Accounts

Possible Items:

2 Receipts forinvestment is possible movement of money from another bank
account to investment.

- No receipt posted

B9

Deduction from investment possible movement to another bank account. — No
expenditure posted

?  Otheritems
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IT BALANCES!!

No greater feeling than when you have reached the end and
the books reconciled to the bank.

A

e—y
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Chris Kerby

eckerbv@yahoo.com
(740) 8199959

Local Government Services
614-466-4717

contactles@ohioauditor.gov
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