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THE FINANCIAL AUDIT 
REPORT AND WHAT IT MEANS 
FOR THE EMPLOYEES OF THE 

SCHOOL DISTRICT

Amy Rowell, Director, Financial Review Division

Georgia Department of Education
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GaDOE Financial Review 
Division
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Financial Review Division

 Quick Facts:
 O.C.G.A. §20-2-167
 Limited purpose of reviewing financial 

records and accounting of local governing 
boards and assisting local units of 
administration in training personnel in 
financial and budgetary accounting.

 5 full-time staff, 1 part-time staff.
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Audit Requirements
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Audit Report Requirements
 O.C.G.A. §50-6-6(a) – It shall be the duty of the 

Department of Audits and Accounts thoroughly to 
audit and check the books and accounts of the 
county superintendents of schools and treasurers 
of local school systems, of municipal systems, of 
the several units of the University System of 
Georgia, and of all other schools receiving state 
aid and making regular and annual reports to the 
State School Superintendent, showing the amount 
received, for what purpose received, and for what 
purposes expended. All such funds held by 
officials must be kept in banks separate from their 
individual bank accounts.
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Audit Report Requirements

 The Single Audit Act, as amended in 1996, 
authorizes Single Audits.  Auditors preparing 
Single Audits follow guidance issued by the 
Office of Management and Budget: (1) OMB 
Uniform Grant Guidance and (2) the 
Compliance Supplement.

 The Compliance Supplement, is annually 
updated.  Lists requirements specific to major 
Federal programs. These are the minimum 
standards the auditor should follow. 
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Audit Report Requirements

 The Uniform Grant Guidance –
§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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What is a Financial Audit, 
as required by the State of 

Georgia?
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The Annual Audit

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

Procedures are based on auditor’s 
judgement 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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Materiality and Audit Opinion
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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.
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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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What do the numbers in the 
Financial Audit Report tell 

a school district 
employee?
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The Financial Audit

 Two Types of Statements

• Government-wide Statements - report 
information about the financial activities that 
take place at the School Districts.  

• Reported on Full Accrual Basis
• Measures expenses when the good or service is 

consumed
• Capital Assets
• Long-Term Debt
• Pension and OPEB Liability
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The Financial Audit

 Two Types of Statements

• Governmental Fund Statements - report 
information about the current financial 
resources and use of those resources at the 
school district.

• Reported on Modified-Accrual Basis (current 
financial resources generally measured at 60 days)

• Measures expenditures when the good or service is 
purchased
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Financial Reporting

 School District Financial Reporting Format
 Funds – classified by category and then by generic 

fund type within each category.

 Governmental Funds 
 General Fund

 Capital Projects Fund

 Debt Service

 Further breakdown by:
 Function – activity (instruction, media, facilities, etc)

 Object – service or commodity obtained within the activity 
(salaries, supplies, equipment, etc)
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Government-Wide – Statement of Net 
Position
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Government-Wide – Statement of Activities
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Governmental Funds – Balance Sheet
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Governmental Funds – Statement of Revenues, Expenditures, 
and Changes in Fund Balance
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Schedule of Expenditures of Federal Awards
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Is our school district in 
good financial standing?
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Fund Balance
Fund balance is a measurement of available 
financial resources and is the difference between 
total assets and total liabilities in each fund.

• Nonspendable - amounts that are not in a 
spendable form (e.g., inventory) or are legally or 
contractually required to be maintained intact (e.g., 
permanent fund principal).

• Restricted - amounts that can be spent only for the 
specific purposes stipulated by external parties 
either constitutionally or through enabling 
legislation (e.g., grants or donations).
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Fund Balance
• Committed - amounts that can be used only for the specific 

purposes determined by a formal action of the Board of 
Education. Commitments may be changed or lifted only by 
referring to the formal action that imposed the constraint 
originally (e.g., the Board’s commitment in connection with 
future construction projects).

• Assigned - amounts intended to be used by the government 
for specific purposes. Intent can be expressed by the Board 
of Education or by a designee to whom the Board of 
Education delegates the authority. In governmental funds 
other than the general fund, assigned fund balance 
represents the amount that is not restricted or committed. 
This indicates that resources in other governmental funds 
are, at a minimum, intended to be used for the purpose of 
that fund.
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Fund Balance

• Unassigned - includes all amounts not 
contained in other classifications and is the 
residual classification of the general fund only. 
Unassigned amounts are available for any 
legal purpose.

• Unassigned Fund Balance is the amount of 
resources available at the end of the fiscal year 
for future operations.
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Fund Balance
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Fund Balance
• What is a healthy fund balance?

• O.C.G.A. §20-2-167 restricts ending fund balance 
to 15% of the next fiscal year’s budgeted 
expenditures for the General Fund.

• Waived by most school districts through flexibility 
contracts.

• Be prepared for future contingencies:
• Decrease enrollment
• Increasing health care costs
• Increasing pension costs
• Technology/Textbook Purchases
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Net Position
• Net position is the residual of all other elements 

presented in a statement of financial position.  
What is left of assets after liabilities are 
considered.

• Net Investment in Capital Assets – portion of net 
position associated with capital assets, net of the 
related debt liability associated with those assets

• Restricted - amounts that can be spent only for the 
specific purposes stipulated by external parties 
either constitutionally or through enabling 
legislation (e.g., grants or donations).

33



Richard Woods, Georgia’s School Superintendent | Georgia Department of Education | Educating Georgia’s Future 

Net Position
• Net position is the residual of all other 

elements presented in a statement of financial 
position.  What is left of assets after liabilities 
are considered.

• Unrestricted - The unrestricted component of 
net position is the net amount of the assets, 
deferred outflows of resources, liabilities, and 
deferred inflows of resources that are not 
included in the determination of net investment 
in capital assets or the restricted component of 
net position.
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Net Position
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GASB 68 – Effective FY 2015

 Requires LEAs to record the Unfunded 
Pension Liability on the Government-wide 
Financial Statements
 Does not affect General Fund

 Affects the following Defined Benefit Pension 
Plans:
 Cost-Sharing multiple-employer plans (TRS/ERS)

 Single Employer Plans (some school districts)

 TRS and ERS are providing the actuarial detail 
for the journal entries and note disclosures
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GASB 75 – Effective FY 2018

• GASB 75

• Accounting and Financial Reporting for Postemployment 
Benefits Other Than Pensions

• Objective to improve accounting and financial 
reporting by state and local governmental employers 
about financial support for OPEB that is provided by 
other entities

• Expands information to be reported, including 
recording the employer’s proportionate share of the 
plan’s Net OPEB Liability on the financial 
statements.

• Effective Date 

• Periods beginning after June 15, 2017 (FY 2018)
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GASB 68 and GASB 75 – Effect on 
Financial Statements
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What does it mean when 
our school district 

receives an audit finding?
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Financial Statement 
Findings
• Material Weakness – a deficiency, or combination of 

deficiencies, such that there is a reasonable possibility that 
a material misstatement of the entity’s financial statements 
will not be prevented, detected and corrected on a timely 
basis.

• Significant Deficiency – less severe than a material 
weakness, yet important enough to be reported.

• Common types of Financial Statement Findings:

• Accounting Controls Overall

• Financial Reporting

• Inadequate Internal Controls
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Financial Statement 
Findings
• A deficiency in internal control exists when the 

design or operation of a control does not allow 
management or employees, in the normal 
course of performing their assigned functions, 
to prevent or detect and correct misstatements 
on a timely basis. 

• Common types of Financial Statement Findings:
• Accounting Controls Overall

• Financial Reporting

• Inadequate Internal Controls
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Federal Award Findings

A deficiency in internal control over compliance 
exists when the design or operation of a control 
over compliance does not allow management or 
employees, in the normal course of performing 
their assigned functions, to prevent, or detect 
and correct, noncompliance with a type of 
compliance requirement of a federal program 
on a timely basis. 

What laws or rules weren’t followed?
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Federal Award Findings
• Common types of Federal Award Findings:

• Cash Management

• Equipment/Real Property Management

• Procurement

• Time and Effort Reporting
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Where can I find the 
school district 

audits?
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The Annual Audit –
www.audits.ga.gov
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QUESTIONS?
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Contact Information
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Contact Information

Amy Rowell, Director

arowell@doe.k12.ga.us

Georgia Department of Education

1652 Twin Towers East

205 Jesse Hill Jr Drive

Atlanta, GA 30334

404-656-2447
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