
CDB Section 4 – Documentation 

All right, now we're on to section four. Congratulations. You've made it through the first three 
sections, and now, we're going to begin talking about documentation, everybody's favorite 
subject. Let's first start with the objectives here. First and foremost, we want to identify at least 
three sources of supporting documentation for each of the major accounts. Number two, we 
want to recognize what sources of documentation you have to create and maintain. Number 
three is to understand what supporting documentation answers typical client questions, and 
then also to verify why supporting documentation needs to be maintained. That's a pretty 
self-explanatory thing, but it's something that as I peer-reviewed and looked at other people's 
financial statements and the documentation that backed them up, they were sub-par, so we 
want to make sure that we're not doing that. 

When I talk about having at least three sources per account, this is documentation of major 
things, so we would talk about cash. Think about cash and needing three sources per account, 
so what would we have there? Well, we would have bank statements. We could have cancelled 
checks. We could have a register. There's a lot of different documentations that we can, but I 
want to give you a little trick here. If you're ever stuck with how to get documentation, do a 
search on Google of how to audit, and then the type of account if three sources are not 
apparent. 

Going back to cash, struggling with, "Hey, what all is the documentation? I got the bank 
statement, but what else is there?" If I go to Google and perform a search "how to audit cash," 
then you're going to get a ton of resources. Just make sure that you're looking at source data, if 
you're in the US, looking at things like FASB, that you're looking at authoritative and not some 
guy's blog that he's living in a van down by the river, but you're looking for that source 
documentation that tells you how to do that. Obviously, if it comes from Deloitte & Touche, 
that's probably a pretty good source. If it's coming from My Name is Earl, that's probably not 
the best source of stuff there, but this is just a place for you to go and find, and there's so much 
great information that is out there. Always consider the source. 

Doing a search of how to audit the type of account will also identify what documentation an 
agent may request if your client is ever audited, so we're talking obviously here about a taxing 
authority, but it's not just about "gotcha" type of stuff. It's just about having solid good 
documentation because having this accurate documentation helps us to present accurate 
financial statements, and that's one of the key components that we want to be as a certified 
digital bookkeeper is that we're presenting these accurate financial statements. These are 
foundational type of things, and having that documentation, for instance, "Hey, we thought 
that interest expense on the loan was this amount, but now, we actually got the amortization 
schedule from the bank. We also have a loan statement from the bank," maybe their coupon 
where they mailed it in, and that's telling us that what we booked as interest expense was 
incorrect so we need to change that with the supporting documentation. It's telling me that. 

Now, sometimes you've got to create the additional documentation like lists and schedules, 
amortization schedules, asset schedules, these sorts of things. You're going to have to create 
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those. We're not talking about creative in terms of like, "Hey, let me just make something up." 
No, we're talking about creating the source documents. Again, depreciation schedules for fixed 
assets and even intangible assets, and then loan amortization schedules also. Those are things 
that you may be in charge of creating. 

Documentation that you may need to create, as I just mentioned, a depreciation schedule. Use 
documentation from the acquisition of an asset, a disposal of an asset. If you're taking over a 
client, hopefully, we are praying that they have some sort of depreciation schedule and we 
don't have to put that together. Maybe it's just from the tax return, but remember, tax returns 
are depreciation schedules for tax returns, not for financial statements, so that's one of the 
things... won't get into all that right now, but this is something that you may have to create. 

Again, I mentioned it before, an amortization schedule for loans. Use the documentation from 
when the loan was created. The documentation here could be a HUD-1 statement if you're in 
the US or the source documents where the loan actually originated from the bank where they 
say, "We're giving you $100,000. It's going to be a 5% interest payable over five years," and 
maybe, hopefully, we cross our fingers inside of that loan documentation, we even have an 
amortization schedule that the bank created. Now, that doesn't mean that we don't create our 
own. We're creating it to check it, but just don't assume that the bank is always accurate. 
99.99999% of the time, they're going to be, but again, I want to make sure that I am jiving, that 
my numbers agree with what the bank has, so that might be something. 

Fixed asset register, so this is different from the depreciation schedule to have a little bit of 
overlap, but let's say that I have a client in landscaping. I'm thinking about a client that I had, 
and they had millions of dollars’ worth of fixed assets. That's a big component of their balance 
sheet, of the assets, the things that they own, so I need to have a register so that can keep up 
with all of that. 

This is a register where we're keeping documentation from acquisition of each of the assets if 
we sell them, pictures of those assets, serial numbers on there because if they have, let's say, 
10 whatchamabobs. The little dump truck things, what are they called? I can't think of what 
they're called, but anyway, the little things you drive around and you have the little shovel in 
the front. Bobcat. There we go. Bobcat. If they have 10 of those and they sell two of them, you 
got to know which two that there are because they could've bought some, so it's important. 
That would be something that you may have to put together or that you work with your clients 
to put that together. 

An amortization spreadsheet for prepaid expenses. Do you think your client's going to do that? 
Absolutely not. But let's say that I pay out $12,000 for an insurance policy on January the first. 
That's going to run through the rest of the year. That's a prepaid expense, and I need to 
amortize a thousand of that every month. Well, how in the heck do I keep up with that? Well, 
one is I create a memorized transaction or I create a recurring automatic journal entry that's 
going to do that, but I also need to have the documentation where I go, "I want to keep my 
sanity because prepaid expenses on the balance sheet shows this. How did I get that?" That's 
where you're going to have this spreadsheet come in very handy for it. 
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A policy master report, so use board meeting minutes and documentation of dividends paid to 
track payments needing to be made and those already paid out. Most of the times, us as 
bookkeeping professionals are not going to create that, but this is something that I just want to 
make sure that you understand is out there, and you may need to assist in putting that 
together. 

Now, documentation test, what are we going to do here? Well, we're going to understand what 
supporting documentation needs to be kept for each account and why. A lot of this is already 
inside of your head. Study, what documentation you may need to have for the major accounts. 
Obviously, if we're talking about office supplies, there's probably some documentation for that. 
Obviously, receipts. We have to have that. We're not talking about receipt management here, 
but we do know, as a component of documentation, that all those receipts need to be 
maintained per taxing authority regulations, and then if banks and other things like that. We 
need to maintain good documentation, so make sure that you understand that. There are... In 
the terms of the format, we've got some true/false questions, mostly recall level and a few 
application-level type of questions. 

Okay, now go get prepared for section four of the CDB exam. You're making great way. You're 
over a third of the way done after you get through with this exam. I'll see you over in section 
five. 
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