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State Requirements

O.C.G.A. §20-2-2065

(7) Subject to an annual financial audit conducted 
by the state auditor or, if specified in the charter, by 
an independent certified public accountant 
licensed in this state; provided, however, that a 
separate audit shall not be required for a charter 
school if the charter school is included in the local 
school system audit conducted by the state auditor 
pursuant to Code Section 50-6-6;
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Federal Requirements

2 C.F.R. §200.501 Audit Requirements.

(a) Audit required. A non-Federal entity that 
expends $750,000 or more during the non-
Federal entity’s fiscal year in Federal awards 
must have a single or program-specific audit 
conducted for that year in accordance with the 
provisions of this part.
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Federal Requirements

2 C.F.R. §200.501 Audit Requirements.

(d) Exemption when Federal awards expended 
are less than $750,000.  A non-Federal entity 
that expends less than $750,000 during the 
non-Federal entity’s fiscal year in Federal 
awards is exempt from Federal audit 
requirements for that year, except as noted in 
§200.503 Relation to other audit requirements, 
but records must be available for review or 
audit by appropriate officials of the Federal 
agency, pass-through entity, and Government 
Accountability Office (GAO).
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The Annual Audit

Audits involve performing procedure to 
obtain audit evidence about the amounts 
and disclosures in the financial statements.  

Procedures are based on auditor’s 
adjustment so as to assess the risk of 
material misstatements in the financial 
information presented.  The misstatements 
could be due to error or fraud.
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The Annual Audit

▪ The purpose of the audit is to express an opinion 
as to whether the financial statements are  
presented fairly (materially correct)

▪ Not to certify that every expenditure is legal and 
appropriate (it only feels like they have examined 
everything)
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The Annual Audit

Auditor Responsibility

Auditors have the responsibility to express 
opinions on the financial statements presented 
by the entity.

• Financial statements are presented in a 
uniform format called GAAP (Generally 
Accepted Accounting Principles).

• Audits are performed in accordance with 
auditing standards that are issued by the 
Comptroller General of the United States.

9

http://www.gadoe.org/
http://www.gadoe.org/


Richard Woods, 
Georgia’s School Superintendent

“Educating Georgia’s Future”
gadoe.org

Richard Woods, 
Georgia’s School Superintendent

“Educating Georgia’s Future”
gadoe.org

The Annual Audit

Unmodified Opinion – indicates the financial statements 
are materially correct in accordance with GAAP.

Modified Opinion

Qualified – includes an “except for” clause for certain 
matters such as material misstatements.

Adverse – indicates the financial statements as a 
whole do not present fairly the financial position or the results of 
operations in conformity with GAAP.

Disclaimer of Opinion – when the auditor does not 
express any form of opinion on the financial statements.  
Necessary when the auditor is unable to form an opinion as to 
the fairness of presentation of the financial statements in 
accordance with GAAP.
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The Annual Audit

Management’s Responsibility:

▪ Superintendent and the Board have the 
responsibility to adopt sound accounting policies 
and establish and implement appropriate levels 
of internal controls that control the transactions 
that are included in the financial statements.

What does this mean?:

▪ Management is responsible for the preparation 
and fair presentation of the financial statements.
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The Annual Audit

Government Auditing Standards:

▪ Requires consideration of auditee’s internal 
control over financial reporting and compliance 
with certain provisions of laws, regulations, 
contracts, grant agreements, and other matters.

▪ Superintendent and Board Members have the 
responsibility to evaluate financial risks and 
controls which have been put in place to mitigate 
those risks.
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The Annual Audit

▪ What is an audit finding?
▪ Significant Deficiency – a deficiency, or a 

combination of deficiencies, in internal control that is 
less severe than a material weakness, yet important 
enough to merit attention by those charged with 
governance.

▪ Material Weakness – a deficiency, or a combination 
of deficiencies, in internal control, such that there is a 
reasonable possibility that a material misstatement 
of the entity’s financial statements will not be 
prevented, or detected and corrected on a timely 
basis.
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The Annual Audit

▪ Types of Audit Findings

▪ Financial Statement

▪ Federal Awards

▪ Management Letter
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The Annual Audit

▪ Top Occurrences of Financial Statement Findings

▪ Inadequate Controls over Financial Reporting

▪ Inadequate Controls over School Activity Accounts

▪ Failure to Adequately Maintain Capital Assets
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How do you prepare for 
an audit?
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Audit Preparation

General List of Requested Items by Auditor:

• Listing of all grants received during year – including 
Consolidated Application Budgets and Completion 
Reports

• Board and financial policies

• Copies of lease agreements or other contracts entered 
into during the fiscal year

• Budgets approved (including amendments)

• Board meeting minutes (agenda and attachments)

• Monthly bank statements and reconciliations, including 
outstanding check lists and voided checks.

• School Activity Account reports
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Audit Preparation

General List of Requested Items by Auditor:

• Vendor payment vouchers (including 
purchase orders, invoices, receipts)

• Surety bond documentation

• Superintendent/Director’s contract

• Board-approved salary schedule

• Journal Entry Vouchers

• Capital Asset activity

• Compensated Absences detail
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What processes should be 
in place to ensure 
financial efficiency 

throughout the year?
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• Process Purchase Orders/Voucher Packages for Payment

• Bank Reconciliations

• Monthly Budget-to Actual Financial Statements

• Federal Grant Drawdowns

• Process Payroll Monthly – ensure all taxes, health insurance, retirement, other insurances are paid correctly

• Process all Receipts

• Budget Development

• Adjust year end financial statements to the modified accrual basis

• Maintain progress on construction projects and update capital asset listings for all 
additions/deletions/depreciation/valuation adjustments

• Completion Reports

• New Employee Contracts

• Calculate and Code all salaries for new school year

• Coordinate open enrollment and prepare W2s and 1099s.

• Ensure purchasing policy is followed and all required bids are processed appropriately

• Maintenance of Effort calculations

• Special Education Excess Cost calculations

• Budget Development within the GaDOE Consolidated Application
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• BOARD POLICIES
• Set the tone of the organization

• Budget Policy

• Purchasing Policy

• Salary Schedules/Hiring Policies

• INTERNAL CONTROLS
• In place to provide assurance that the financial data is accurate

• Procedures for approving purchases

• Bank reconciliation procedures

• Segregation of Duties

• Accounting Controls

• COMPLIANCE WITH REPORTING REQUIREMENTS
• Procedures in place to ensure timely and accurate reporting
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• Board members have the fiduciary/stewardship 
responsibility of the public funds

• Key role is to provide strategic direction and related policy

• Suggested you have an Audit Committee 

• Policies adopted by the Board set the governing rules for 
how the finance office operates

• Must also consider state law
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• Budget Policy – at what level will the board approve the 
annual operation budget?  Fund?  Function?

• Superintendent/Executive Director Authority To Spend –
at what level can the director overspend a line item in the 
budget without prior board approval?

• Purchasing – at what spending level are quotes required?  
At what level are RFPs required?  At what level are sealed 
bids required? (must also consider Federal requirements)
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• Internal control is a process that is intended to provide reasonable 
assurance that the entity’s objectives will be achieved efficiently and 
effectively.

• A strong internal control system increases fiscal accountability within 
an entity.

• Generally Accepted Government Auditing Standards requires auditors 
to assess the internal controls surrounding the financial process of 
the entity.  An opinion is not issued on internal controls but they must 
be considered.

• The State of Georgia has adopted the Green Book (US Government 
Accountability Office) as the framework for the internal control 
structure at the state level.  www.sao.ga.gov
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Internal Controls

• Identify Risks

• What is the chance of someone taking a piece 
of Board property?

• What is the chance of someone taking cash 
from gate receipts?

• What is the chance of someone getting checks 
written to themselves with no goods or service 
being performed or delivered?

• What is the chance of expenditures being paid 
more than once, or not at all?
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Internal Controls

• The effectiveness of internal controls is 
determined by the tone at the top

• Should assess benefits and identify reasonable 
controls

• Risk assessment is critical to establishing 
appropriate controls
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Internal Controls

• Controlling Risks

• Separation of Duties – similar job duties are 
separated to ensure one individual does not 
have the ability to intentionally or 
unintentionally misappropriate assets.

• Mitigating Controls – manual controls set in 
place when staffing levels do not allow for 
adequate segregation of duties.
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Internal Controls

Must do it… 
But how do we do it better?

Keep us out of trouble Make our agency better

goal
Inaccurate financial 

reporting

HIPAA 
requirements

Reputational consequences

Larger fines and 
settlements

State budget 
constraints

Expanded regulation

Enhanced and 
coordinate risk 
management 

activities

Ability to deliver 
efficient and cost 
effective services

Improved risk 
reporting and 

disclosure

Enhanced 
technologies

State auditor 
findings

Standardizing 
procedures across 

state agencies

Reduced total 
operating expenses

All too confusing and overdone… 
Except when we get in trouble
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Compliance with School 
Accounting and Reporting 
Structure

• Importance of Financial Reporting

• State Board Rule 160-5-2-.21 requires school districts 
to record the financial expenditures by Fund, 
Function, Program, Object, Facility/School codes.

• O.C.G.A. §20-2-320 also requires reporting to GaDOE, 
even if a charter system, charter school, or strategic 
waiver system.
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Compliance with School 
Accounting and Reporting 
Structure

• Importance of Financial Reporting

• School systems are required to follow GAAP 
(Generally Accepted Accounting Principles) 
established by the Governmental Accounting 
Standards Board (GASB)
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Compliance with School 
Accounting and Reporting 
Structure

Expenditure Account Code String

(And this isn’t even the Complete Account Code!) 
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Financials Transmissions

▪ Financial Data transmitted annually to GaDOE
▪ Financial Analysis for current fiscal year ended

▪ Final Budget Analysis for current fiscal year ended

▪ Initial Budget Analysis for subsequent fiscal year

▪ What is this data used for once submitted?
▪ Some QBE Allotment Calculations

▪ Annual Census Reports to NCES

▪ Provided to the auditors of school districts

▪ Indirect Cost Calculations

▪ Maintenance of Effort Calculations

▪ Scholarship Cap

▪ Minimum Direct Classroom Expenditures

▪ Any requests for data from the General Assembly
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Financials Transmissions

▪ Due  September 17, 2018 for FY 2018

▪ What does this information tell us?
▪ The unaudited financial position by fund

▪ Declining or Thriving financial position when compared 
to prior years

▪ School Districts can use Error Checking 
throughout the year to identify potential problems 
with the Financial Analysis report, prior to 
submission.

▪ DO NOT WAIT UNTIL THE WEEK BEFORE THE 
DEADLINE TO HIRE AN ACCOUNTING FIRM TO 
SUBMIT THE REPORTS
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Financials Transmissions

▪ Financial Analysis report is broken out by fund, or 
can be viewed in total.

▪ Provides Beginning Fund Balance, Adjustments, 
Revenues, Expenditures, Ending Fund Balance.

▪ Financial Analysis report is used to prepare basic 
mapped financial statements.

▪ The basic financial statements can be used to 
begin the process of preparing the financial 
statements for presentation for audit.
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Financials Transmissions
FIN003 Financial Analysis Report:
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Financials Transmissions
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• Additional Federal Monitoring

• High-Risk per Single Audit Determination = More Compliance Testing

• Auditors CANNOT begin engagement without prepared financial 
statements

• Risk of a deficit fund balance 

• Risk losing federal dollars

• Delayed finalization of financial statements can stall budgeting process

• Concerned citizens want to know why there is no Star Rating

• HB 139 – Where is the transparency with no data?

39
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Good Financial Stewardship

Questions to Ask Regarding the Monthly Budget-to-Actual 
Report

• Federal grants reconciled? 

• School Food Service meal counts reconciled and claimed?

• Payroll processed?

• Receipts posted?

• Bank reconciliations completed?

• What percentage of budgeted expenditures have been 
incurred? 

• Are property tax collections meeting targets?  When is the 
levy date? 
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Good Financial Stewardship

• What is our Fund Balance Reserve?  How much operational  
income to we have set aside for emergencies?

• What is the status of the construction projects?  

• Are there sufficient funds set aside to meet the debt 
obligations of the next two years principal and interest 
payments?

• Is our certified experience level decreasing or increasing?

• Are our enrollment projects accurate?  Do we anticipate 
increased enrollment or decreased enrollment?
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Good Financial Stewardship

• How many employees are in your Finance Office?

• Are there resources for segregation of duties such 
as posting receipts and preparing bank 
reconciliations?

• When are the busiest times for your district?  
Year-End closeout?  Financial Statement 
Preparation?  Budget Development?

• Do you need another employee?

• Do you need a consultant?

• What about the other districts in your RESA area?  
Can you share a consultant?
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Good Financial Stewardship

REMEMBER……….

Even if your state charter hires an accounting 
services firm to process the financial data, or 
prepare financial reports, it is the responsibility of 
the charter school to take ownership of the data, 
understand the data, and accept the repercussions 
of untimely or inaccurate reporting.
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Resources available for 
assistance

44
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• Financial Management Handbook for Georgia’s Local Units of 
Administration

• Chart of Accounts

• Mappings for Financial Statements

• Financial Statement Preparation Assistance

• Month End and Year end Checklists

My GaDOE Portal

• Error Checking

• Basic Financial Reports

• Financial Comparison Reports

• Indirect Cost Rate Calculations

45

GaDOE Financial Review
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The Monthly Closing Checklist provides a summarized listing of activity 
that should be completed before closing out a month in the accounting 
system.

• Post All Receipts

• Post All Expenditures

• School Food Service

• Payroll/Employee Withholding Fund

• Categorical Grants (Federal and State) Monthly Cash Drawdowns

• Reconciliation of Cash

• Capital Projects/Capital Assets

• Overall General Ledger
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Monthly Closing Checklist
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The Tips for Fiscal Year End Closing document provides a checklist of 
procedures that need to be performed by the district.  

• Post All Receipts, including Receivables

• Post All Expenditures, including Payables

• Completion Reports for all Categorical Grants (Federal and State)

• Reconciliation of Cash

• Capital Projects/Capital Assets

• Overall General Ledger
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Tips for Fiscal Year End Closing
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Financial Review Division
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Finance and Business 
Operations

Financial Review
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