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Georgia Laws
e Georgia Constitution Article 111, Section X, and Paragraph I1: Preparation, submission, and

enactments of general appropriations bill
OCGA 45-12-91: Federal funds received by state continually appropriated

o OCGA 45-12-110: Notification of intention to apply for federal assistance; adoption and
promulgation of rules and regulations and forms by legislative budget analyst and director of
Office of Planning and Budget

General Procedures

There are differences between the State's budgetary accounting practices for grants and other financial
assistance and the accounting practices prescribed by GAAP. Significant variances between GAAP and
the State’s budgetary basis are discussed below.

Expenditure-Driven Grants (Reimbursement Grants)

A substantial portion of the Federal financial assistance received by the State is in the form of
expenditure-driven grants. Based on grant fund availability, revenue for expenditure-driven grants should
be recorded when qualifying expenditures/expenses have been incurred and any additional grant
requirements have been met (e.g., matching, maintenance of a required level of effort, etc.).

Under the State’s budget basis of accounting expenditure driven grant revenue is recorded based not only
on expenditures/expense but also recorded based on encumbrances.

Entitlement and Shared Revenues (Formula Grants)

Entitlement and shared revenues, generally, are based on formulas (e.g., population, school enrollment,
etc.). This type of assistance would primarily be associated with the governmental funds. Revenues from
entitlements and shared revenues should be recorded as soon as they are susceptible to accrual
(measurable and available) and all eligibility criteria have been met. Entitlement and shared service
revenues should not be recognized in the current year if associated with the subsequent fiscal year, even if
they are collected within the current fiscal year. Revenues should only be recognized for the period they
are intended to finance. Entitlements and shared revenues, collected in a fiscal year before the fiscal year
they are intended to finance, should be reported as deferred revenues.

Pass-Through Grants

State organizations may receive grants or other financial assistance to transfer or spend on-behalf of other
secondary recipients. Such funds for the most part should be recorded as revenue and
expenditures/expense. Revenues should be recognized when all eligibility requirements have been met
and the resources become available, which typically is considered to occur when the resources are, in fact,
transmitted to their intended final recipient. In infrequent situations where the State organizations serve
merely as conduit, the funds should be reported as an agency fund. An organization would function as a
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conduit only if it strictly transmits grantor supplied funds without having administrative or direct financial
involvement in the program. Examples of disqualifying administrative involvement would include:

e Monitoring of sub-recipients for compliance with program-specific requirements,
o Determining eligible sub-recipients (even using grantor-established criteria), and
e Being able to exercise discretion in how funds are allocated.

An example of disqualifying direct financial involvement would be a requirement to finance some direct
program cost such as matching funds and exposure to liability for disallowed cost.

Food Stamps
GAAP requires State governments utilizing a food stamp program electronic benefits transfer (EBT)

system to record revenues (and expenditures) when the underlying transaction (e.g., the food purchase)
occurs. The reason being is that the federal food stamp program functions essentially as a reimbursement
grant and, as such, should be recognized as revenue as soon as eligibility requirements are met.

Under the State’s budgetary basis of accounting revenues and expenditures are not recorded for food
stamp distributions.

On-Behalf Payments for Fringe Benefits and Salaries

On-behalf payments for fringe benefits and salaries are direct payments made by one entity on-behalf of
the employees of another entity to a third party. Such payments would include on-behalf payments to
pension plans, employee health and life insurance plans, salary supplements (paid directly to another
entity employee). These types of payments may be made not only on-behalf of paid employees but also
for volunteers, such as payments for health insurance or life insurance for volunteer workers. On-behalf
payments include payments made by governmental entities on-behalf of nongovernmental entities and
payment made by nongovernmental entities on-behalf of governmental entities.

Employer Organizations

An employer organization should recognize revenue and expenditures/expense for on-behalf payments for
salaries and fringes, even if the employer is not obligated in any way for the payment. The amount that
should be recognized as revenue should equal the amount that the third-party recipients received and
amounts receivable at the end of the fiscal year.

State employer organizations should obtain information about the amount of on-behalf payments from the
paying entity or third party recipient. If such information cannot be obtained entries should be made based
on the best estimate of the amount. Under the State’s budgetary basis of accounting, revenues and
expenditures are not required to be disclosed by State employer organizations for on-behalf payments.

Paying Organizations
Paying organizations should classify the expenditures/expenses for on-behalf payments in the same
manner that it accounts for similar grants to other entities.

On-Behalf Payments within the State Reporting Entity

On-behalf payments made by and for organizations included within the State reporting entity should be
recorded as operating transfers. Under the budget basis, however, such payments should be recorded as
revenues and expenditures.

Disclosure
Employer organizations are required to disclose in the notes to the financial statements the amounts
recognized for on-behalf payments for fringe benefits and salaries. In addition, for on-behalf payments
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that are contributions to a pension plan for which the employer government is not legally responsible, the
employer government should disclose the name of the plan that covers its employees and the name of the
entity that makes the contributions.

Synopsis of Significant Variances between GAAP and Budgetary Basis
If GAAP financial statements are not provided, SAO must be furnished with information to meet the
following GAAP reporting requirements:

Revenues are recorded for expenditure-driven grants based on the related amounts being available and the
meeting of all eligibility criteria and not on encumbrances (provide a detail of revenue amounts/accounts
recorded based on encumbrances). Revenues and expenditures/expense are recorded by employer
organizations for on-behalf payments (identify all payments made on-behalf of another organization.
Also, identify organization/amounts relating to on-behalf payments made by others). Food stamp
revenues and expenditures should be recorded when the food purchase occurs.

Year-end reporting forms are provided on the SAO website at SAO.Georgia.gov > Reporting > Year-End
Reporting > Reporting Forms.
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