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SUBJECT: External Entities Audit Standards 

PROCEDURE

Entities that contract with the Department must meet certain financial reporting requirements.  These requirements are defined in: the Single Audit Act Amendment of 1996; OMB Circular A-133; Contract Provisions; DHR Policy; and Title 50, Chapter 20, Sections 1 through 8 of the Official Code of Georgia Annotated.  The requirements vary according to the dollar amount expended by the entity during its accounting year.  The Office of Audits and the DHR Programmatic Division have certain responsibilities that are delineated below.  Several words and phrases are used in these procedures that may have meaning that is special to these procedures.  These words and phrases are defined below.

         The address for the DHR Office of Audits is:










DHR Office of Audits


Two Peachtree Street, NW


Suite 26.425

Atlanta, Georgia 30303-3142

         The address for the State Department of Audits is:







State Department of Audits and Accounts

Professional Practices Division - Suite 214

254 Washington Street SW

Atlanta, Georgia 30334-8400

1.  Definitions

Budget Category:  A numbering system used for budget and accounting purposes that corresponds to a specific program name.  Numbers reduce chances of confusion with similar program names.

Contractor's Fiscal Year:  The 12-month accounting period established by the entity as its business year, which is on file with the U.S. Internal Revenue Service as the basis for filing required tax and Tax Exempt Status Returns.



Entity:  An organization receiving funds from DHR exclusive of DHR field offices.
Expense Category:  A numbering system corresponding to a list of specific services within a Budget Category, where the amount of funds used to pay for the service are recorded for accounting purposes.

Independent Auditor:

-A Certified Public Accountant (CPA); or


-A Registered Public Accountant (RPA) licensed on or before December 31, 1970; or

-A government Auditor located outside the staff or line management function of the unit                                                                                                                                                                                                                                                                                           under audit.

To be independent, the auditor's relationships with the auditee is of such an "arm's length" nature so as to preclude any appearance of bias, or any obligation to or interest in the auditee, its management or its owners.  Relationships or combinations of relationships with the auditee must not create any conflict of interest that impairs the auditor's integrity and objectivity with respect to the audit engagement.  It is inappropriate in some circumstances for auditors to perform both audit and non-audit services for the same client.  

Major Program:  A federally funded program determined by the auditor to be a major program in accordance with OMB circular A-133, Section_.520 or a program defined as a major program by a federal agency or pass-through entity in accordance with Section_.215(c).

Nonprofit Organization:  Any corporation, trust, association, cooperative, or other organization that is operated primarily for scientific, educational, service, charitable, or similar purposes in the public interest; is not organized primarily for profit; and uses its net proceeds to maintain, improve, or expand its operations.

Program:  A grouping of activities and resources to accomplish a mission with specific goals and objectives.  Some programs have names, some have numbers, and some have both.  Usually programs are budgeted by number for ease of tracking and to reduce potential confusion.  Budget categories can and are considered to be programs.  Federal programs are considered to be those activities that are or can be assigned a single number in the Catalog of Federal Domestic Assistance (CFDA).  When no CFDA number is assigned, all federal awards from the same agency made for the same purpose are to be combined and considered one program.  Throughout this procedure, the term "program" refers either to a named activity or an activity that is numbered.

Public Entity:  Includes, but is not limited to: state and local governments and their instrumentalities; authorities; county Boards of Health; Community Service Boards; and District Attorneys (judicial circuits) operating Child Support Enforcement programs through contracts with DHR.

Schedule of State Awards Expended:  A schedule arranged by state program name and contract number that reflects revenues, expenditures, or expenses and amounts owed to and due from each state organization.  Amounts listed for each program should include federal funds that pass through state organizations to the entity.

2.  Requirements Prior to Contract 

Prior to executing a contract between the DHR and a non-profit organization, the organization furnishes a previous year's audit.  If the entity has been in existence for less than a year, then they furnish unaudited financial statements.  If no audit or unaudited financial statements are on record with DHR, the following procedure is followed:

-The contracting division or Office of DHR requests such audit or financial statements as part of its negotiation or solicitation process.

-The entity furnishes an audit report (or unaudited financial statements, if appropriate) to the DHR Office of Financial Services, Contract Section, as a part of its contract package.

-When it is received, the financial information is forwarded to the Office of Audits for a compliance review.  The Division of Mental Health, Mental Retardation, and Substance Abuses' Regional Boards submit requested financial audits and statements directly to the Office of Audits for compliance review.   

-The Office of Audits reviews the information and determines compliance with O.C.G.A. Section 50-20-1 through 50-20-8, as amended, 1998 Legislative Session.

-The Office of Audits notifies the Contracts Section of the Office of Financial Services or the Regional Board of the results of its review.  For instances of non-compliance with requirements, the omitted items are specified.

3.  Requirements of Contractors 

The financial reporting requirements vary depending on the amount of state and/or federal funds expended by the entity during its fiscal year.


3.1.  Entities expending $500,000 or more in federal funds

All entities expending $500,000 or more in federal funds during their fiscal year comply with: the provisions of the Single Audit Act Amendments of 1996 and their implementing regulation  - OMB Circular A-133; with contract provisions; and with DHR Policy.  Non-profit organizations also comply with the provisions of the O.C.G.A. Annotated, Section 50-20-1 through 50-20-8, as amended, 1998 Legislative Session.  Audits of nonprofit organizations also include a "Schedule of State Awards Expended."

These entities obtain a single entity-wide audit of their financial records performed by an independent auditor.  The audit covers all financial activities for the fiscal year and is conducted in accordance with Generally Accepted Government Auditing Standards issued by the Comptroller General of the United States.  

Audits for public entities include, for those contracts that were completed during the audit period, a "Statement of Revenues and Expenditures Compared to Budget," presented by program name or contract name and number.  This statement is presented by contract name and number for the entire contract period.  Audits of public entities also include a "Schedule of State Awards Expended."

The entity files two copies of the independent auditor's report with the Director, DHR Office of Audits, within 180 days after the end of the organization's fiscal year.   Additionally, private nonprofit organizations submit one copy of the report to the State Department of Audits and Accounts within the same time period.  If an extension of the time period is desired, the State Department of Audits (for private nonprofit entities) or the DHR Office of Audits (for public entities) may waive the requirement for completion if a request is made that shows good cause.  The waiver is for an additional period of not more than 90 days, and no such waiver is granted for more than two successive years to the same entity.  A plan of corrective action for all deficiencies disclosed in the audit report is submitted with the audit report.


3.2.  Entities expending $100,000 or more in state funds 

All entities expending $100,000 or more in state funds during their fiscal year comply with contract provisions and DHR policy.  Nonprofit organizations also comply with the provisions of the O.C.G.A. Annotated, Section 50-20-1 through 50-20-8, as amended, 1998 Legislative Session.  Audits of nonprofit organizations also include a "Schedule of State Awards Expended."

These entities obtain an entity-wide audit of their financial records performed by an independent auditor.  The audit is conducted in accordance with Generally Accepted Auditing Standards issued by the American Institute of Certified Public Accountants and the financial statements are prepared in accordance with generally accepted accounting principles.  Audits for public entities include, for those contracts that were completed during the audit period, a "Statement of Revenues and Expenditures Compared to Budget," presented by program name or contract name and number.  This statement is presented by contract name and number for the entire contract period.  Audits of public entities also include a "Schedule of State Awards Expended."  

The entity files two copies of the independent auditor’s report with the Director, DHR Office of Audits, within 180 days after the end of the organization's fiscal year.  Additionally, private nonprofit organizations submit one copy of the report to the State Department of Audits and Accounts within the same time period.  If an extension of the time period is desired, the State Department of Audits (for private nonprofit entities) or the DHR Office of Audits (for public entities) may waive the requirement for completion if a request is made that shows good cause.  The waiver is for an additional period of not more than 90 days, and no such waiver is granted for more than two successive years to the same entity.  A plan of corrective action for all deficiencies disclosed in the audit report is submitted with the audit report.


3.3.  Entities expending between $25,000 and $100,000 in state funds

All entities expending at least $25,000 but less than $100,000 in state funds during their fiscal year comply with contract provisions and DHR policy by submitting audited or unaudited financial statements.  Nonprofit organizations are also required to comply with the provisions of the O.C.G.A. Annotated, Section 50-20-1- through 50-20-8, as amended, 1998 Legislative Session.  Audits or financial statements of nonprofit organizations also include a "Schedule of State Awards Expended."

Financial statements that have been audited include the auditor's report on the financial statements.   Audits for public entities include, for those contracts that were completed during the audit period, a "Statement of Revenues and Expenditures Compared to Budget," presented by program name or contract name and number.  This statement is presented by contract name and number for the entire contract period.  Audits or financial statements of public entities also include a "Schedule of State Awards Expended."  

Financial statements that have not been audited include a statement from the president or other responsible official of the organization which states that:

-The financial statements are presented in accordance with generally accepted accounting principles and, if not, the basis used for their presentation;

-The financial statements are prepared on a basis consistent with that of the preceding year, and if not, the respects in which they differ from the preceding year;

-The financial statements of public entities include for those contracts that were completed during the audit period, a "Statement of Revenues and Expenditures Compared to Budget," presented by program name or contract name and number.  This statement is presented by contract name and number for the entire contract period.  The financial statements of public entities also include a "Schedule of State Awards Expended."

The entity files two copies of the audit or financial statements with the Director, DHR Office of Audits, within 180 days after the end of the organization's fiscal year. Additionally, private nonprofit organizations submit one copy of the report to the State Department of Audits and Accounts within the same time period.  If an extension of the time period is desired, the State Department of Audits (for private nonprofit entities) or the DHR Office of Audits (for public entities) may waive the requirement for completion if a request is made that shows good cause.  The waiver is for an additional period of not more than 90 days, and no such waiver is granted for more than two successive years to the same entity.  A plan of corrective action for all deficiencies disclosed in the audit report is submitted with the audit report.

4.  Role of the DHR Office of Audits


The DHR office of Audits:

-Requests the required audit or financial statements, management reports, memoranda and internal documents from those entities that have failed to provide them;

-Reviews the audit reports for financial settlement amounts, questioned costs, and findings and recommendations;

-Communicates the dollar amounts of financial settlements to the DHR Office of Financial Services for settlement;

-Requests corrective action plans to preclude recurrence of findings from those entities that have failed to provide them;

-Forwards one copy of the audit report or financial statements to the programmatic Division(s) or Office(s); and

-Notifies the appropriate DHR programmatic Division(s) or Offices(s) of those entities which have not complied with the filing requirements of this policy as well as the DHR Office of Financial Services that will impose the appropriate sanctions.

5.  Role of the Programmatic Division(s) or Office(s)


The programmatic Division(s) or Office(s):

-Insures that appropriate programmatic corrective actions are implemented when required by an audit report;


-Reviews audits for compliance with programmatic performance goals;


-Enforces corrective action on repeat findings; and


-Approves or disapproves budget and spending variances.

A.  History

Replaces Department of Human Resources Administrative Policy and Procedures Manual, Part V. A. 4., "Auditing/Reporting/Sanctions for Nonprofit Organizations Required by the Governor's Executive Order Dated May 27, 1997", effective July 1, 1997, and Part V. A. 5., "Standards for Audits Purchased by DHR Agencies and Local Entities as Required by the Single Audit Act Amendments of 1996", effective July 1, 1997.
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