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Figure 6: Georgia Department of Transportation’s Project Implementation Schedule 
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U.S. Department of Education State Fiscal Stabilization Fund: The 
Recovery Act created a State Fiscal Stabilization Fund (SFSF) to be 
administered by the U.S. Department of Education (Education). The SFSF 
provides funds to states to help avoid reductions in education and other 
essential public services. The initial award of SFSF funding requires each 
state to submit an application to Education that assures, among other 
things, it will take actions to meet certain educational requirements such 
as increasing teacher effectiveness and addressing inequities in the 
distribution of highly qualified teachers. 
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Georgia’s initial SFSF allocation was about $1 billion. According to state 
officials, the state’s fiscal year 2010 budget passed on April 3, 2009, and 
included $521 million in state fiscal stabilization funds for education and 
$140 million in state fiscal stabilization funds for public safety.8 Georgia 
plans to use the education funds for elementary, secondary, and public 
higher education. For instance, Georgia intends to use three established 
formulas to allocate funds to local education agencies, universities, and 
technical colleges. Georgia plans to use the public safety funds to help 
maintain safe staffing levels at state prisons, appropriately staff the state’s 
forensic laboratory system, and avoid cuts in the number of state troopers. 
Georgia plans to submit its application for fiscal stabilization funds in late 
April or early May. 

In addition to the major programs we discussed earlier, table 6 shows how 
Georgia and two local entities plan to use Recovery Act funds for other 
selected programs.9 

                                                                                                                                    
8The state’s fiscal year runs from July 1 through June 30. 

9The two local entities we visited were the Atlanta Housing Authority and the Atlanta 
Regional Workforce Board. 

Page 123 GAO-09-580  Recovery Act 



 

Appendix VII: Georgia 

 

 

Table 6: Planned Uses of Selected Recovery Act Funds 

Selected programs  
Anticipated funds

(in millions of dollars)a
 

Examples of planned uses 

Transportation     

Transit Capital Assistance Grants 144  Funds will be used to help with needs that were deferred as a result of 
budget cuts, such as bus replacement and the purchase of cleaner fuel 
vehicles. 

Fixed-Guideway Infrastructure 7  Funds will go to the Metropolitan Atlanta Rapid Transit Authority. 

Education    

Title I of the Elementary and 
Secondary Education Act of 1965 
(commonly known as No Child Left 
Behind) 

351 (grants to local 
education 
agencies); 
104 (school 
improvement) 

 State will encourage local education agencies to focus on professional 
learning opportunities for staff and intervention programs for students 
who need help with math and writing. 

Individuals With Disabilities 
Education Act, Parts B and C 

339  Among other things, the state plans to encourage local education 
agencies to (1) provide professional development for special education 
teachers, (2) expand the availability and range of inclusive placement 
options for preschoolers, and (3) obtain state-of-the-art assistive 
technology devices and provide training in their use to enhance access 
to the general curriculum for students with disabilities. 

Other programs    

Workforce Investment Act 
programs 

88  State plans to use a portion for administration, oversight of local 
workforce agencies, as well as rapid response during major layoffs; the 
majority of the funds will be allocated to the 20 local areas within the 
state for adult, youth, and dislocated worker programs. 

 

The Atlanta Regional Workforce Board—the local workforce board for 
seven counties in the Atlanta metropolitan area—is concentrating on 
plans for using the $3.1 million it will receive for summer youth 
programs.b 

Tax Credit Assistance Program 54  State will focus on fiscal year 2008 projects that received tax credits 
and those on the waiting list; for projects that received tax credits but 
are having difficulty using them, the state will either provide gap 
financing or exchange the tax credits for grants.    

Public Housing Capital Fund 112c  The Atlanta Housing Authority will use $18.6 million to rehabilitate 13 
public housing developments and an additional $8 million to complete 
the demolition of 3 public housing developments. 

Neighborhood Stabilization 
Program 

To be determined  State plans to apply, but the competition criteria have not yet been 
published. 

Edward Byrne Memorial Justice 
Assistance Grants 

36  State is currently developing a strategy to allocate the funds that must 
be passed through to local governments.   

Source: GAO. 

aThe anticipated funds are based on federal agency announcements as of April 17, 2009. 
bThe Atlanta Regional Workforce Board is administered by the Atlanta Regional Commission. 
cThese funds go directly to local public housing authorities. 
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The recent economic downturn adversely affected Georgia in a number of 
ways: 

• Higher unemployment rate—as of February 2009, the state’s 
unemployment rate was 9.3 percent. This rate surpassed the national 
unemployment rate (8.1 percent) and was almost double the state 
unemployment rate from a year earlier (5.4 percent). 

In Addition to Addressing 
Specific Program Areas, 
Recovery Act Funding Also 
Will Help Mitigate Ongoing 
Fiscal Challenges 

 
• Increases in Medicaid enrollment—from January 2008 to January 2009, 

the state’s Medicaid enrollment increased from 1,265,136 to 1,314,689, 
with increased enrollment attributable to three population groups: (1) 
children and families, (2) disabled individuals, and (3) other 
populations, which includes refugees and women with breast and/or 
cervical cancer. 

 
• Declining revenue—through March 2009, the state’s net revenue 

collections for fiscal year 2009 were 8 percent less than they were for 
the same time period in fiscal year 2008, representing a decrease of 
approximately $1 billion in total taxes and other revenues collected.10 

 
• Use of reserves—to offset shortages in revenue, the state used $200 

million from its Revenue Shortfall Reserve, or “rainy day” fund, in 
fiscal year 2009 and will use an additional $259 million in fiscal year 
2010. 

 
• Recent budget cuts—overall, the state’s budget was cut by 8 percent 

from fiscal year 2008 to fiscal year 2009.11 As shown in table 2, some 
individual agencies were cut more significantly than others. Georgia 
officials plan to use Recovery Act funds to limit additional budget cuts. 

 

 

 

 

                                                                                                                                    
10Net revenue collections for the month of March 2009 totaled $988 million—compared 
with $1.2 billion for March 2008, a decrease of 14.5 percent. 

11This percentage represents the difference between the amended fiscal year 2008 budget 
and the amended fiscal year 2009 budget.  
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Table 7: Budget for Selected State Agencies in Georgia, Fiscal Years 2008 and 2009 

Selected state agencies  
Amended

fiscal year 2008 budgeta
Amended 

fiscal year 2009 budgeta 
Percentage change from 
fiscal years 2008 to 2009

Department of Community Affairs $35,718,525 $17,011,787 -52.4

Criminal Justice Coordinating Council  898,061 472,465 -47.4

State Accounting Office 7,205,916 4,089,053 -43.3

Department of Administrative Services 9,707,880 7,767,003b -20.0

Department of Community Health 2,347,794,015 1,879,185,744 -20.0

State Inspector General 833,534 679,410 -18.5

State Housing Finance Agency 3,287,829 2,700,020 -17.9

Department of Human Resources 1,631,068,194 1,394,208,017 -14.5

Department of Labor 55,081,172 47,934,616 -13.0

Office of Planning and Budget 9,474,735 8,419,050 -11.1

Department of Audits and Accounts 34,429,800 30,654,383 -11.0

Office of the Governor 7,653,328 7,113,270 -7.1

Department of Education 7,973,900,641 7,506,343,096 -5.9

Department of Transportation 832,725,819 865,193,794 3.9

Source: GAO analysis of Georgia Office of Planning and Budget data. 

Notes: The state agencies in the table are those we interviewed or surveyed during this first reporting 
period. The Department of Administrative Services serves as the state’s procurement office. The 
State Accounting Office serves as the state’s controller. The Office of Planning and Budget is the 
state’s budget office. The Department of Audits and Accounts is the state auditor. 
aThe amended budgets for fiscal years 2008 and 2009 represent state funds only. 
bThe fiscal year 2009 amount for the Department of Administrative Services includes $5,424,149 in 
agency reserves used to supplement appropriations. 

 

 
Georgia Has Adapted 
Existing Processes to 
Approve Uses of Recovery 
Act Funding 

Georgia moved quickly to implement an infrastructure to manage 
Recovery Act funds. A small core team was in place as of December 2008 
to begin planning for implementation. Within 1 day of enactment, the 
Governor had appointed a Recovery Act Accountability Officer, and she 
formed a Recovery Act implementation team shortly thereafter. The 
implementation team includes a senior management team, officials from 
31 state agencies, a group to support accountability and transparency, and 
cross-agency teams (see fig. 7).12 The Recovery Act Accountability Officer 
and senior management team are responsible for analyzing and 

                                                                                                                                    
12The cross-agency teams work on initiatives such as energy, broadband, and competitive 
grants. 
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disseminating federal and state guidance to the state agencies receiving 
Recovery Act funds. The accountability and transparency support group 
comprises representatives from the Office of Planning and Budget, State 
Accounting Office, and Department of Administrative Services. The State 
Auditor will serve as the primary auditor of the funds, and the Inspector 
General will provide investigative support and respond to complaints of 
fraud. The first implementation team meeting was held on February 24, 
2009. Since then, the implementation team has met almost every week. 

Figure 7: Organizational Chart of Georgia’s Recovery Act Implementation Team 
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Recovery Act 
Management Team
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Implementation Team
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Source: Georgia Recovery Act Accountability Officer. 

 
According to state officials, each year the Governor is required to present 
to the General Assembly a recommended state budget for the upcoming 
fiscal year and an amended budget for the current fiscal year. Prior to 
submitting the budget for the upcoming year, the Governor sets the state’s 
revenue estimate, which when added to surplus and reserve funds, 
determines the size of the forthcoming appropriations bill. Furthermore, 
state officials told us that the Governor has the authority to approve the 
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appropriations bill in its entirety or choose individual expenditure items to 
veto.13 

To approve the use of Recovery Act funds, Georgia has enhanced its 
existing budget process. The majority of Recovery Act funds will be added 
into state budgets via an amendment process through the Governor’s 
Office of Planning and Budget. A monthly Recovery Act budgeting and 
amendment process has been established to account for federal dollars. 
The Recovery Act approval process requires that each state agency submit 
an action plan to the Office of Planning and Budget that includes 
information on the agency, funding sources, accountability measures, and 
details on individual projects funded (see fig. 8).14 For Recovery Act funds 
the state government receives, the budget office also is requiring state 
agencies to complete a tool that assesses risk. The budget office then 
reviews the plans submitted by the agency, provides feedback to the 
agency, and, in conjunction with the agency, finalizes the plans and risk 
assessment tool. The Governor, the Recovery Act Accountability Officer, 
budget office staff, and agency officials meet to vet the action plan and 
make a final decision on applying for funding. As of April 17, 2009, all state 
agencies had submitted action plans, and the budget office had begun its 
review of these plans.15 

 

 

 

 

 

 

                                                                                                                                    
13However, state officials noted that the legislature can override a gubernatorial veto with a 
two-thirds majority in each chamber.    

14The actions plans were initially required to be submitted on February 12, 2009; however, 
due to delays in federal guidance, some state agencies were granted an extension until 
early March. 

15The Department of Education was given an exemption, and weekly meetings were held 
with the Office of Planning and Budget to gather information in lieu of action plans. 
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Figure 8: State of Georgia Review Process for Recovery Act Funds 

Source: Georgia Office of Planning and Budget.
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Georgia’s most recent Single Audit Act report identified a number of 
material weaknesses. Recognizing the risks associated with the influx of 
Recovery Act funds, the state has taken a number of steps to establish 
internal controls and safeguards for these funds. 
 

Georgia Has Been 
Establishing Internal 
Controls for Recovery 
Act Funds 

 
Georgia’s Most Recent 
Single Audit Report 
Identified Material 
Weaknesses 

Georgia’s most recent Single Audit Act findings indicate that the state may 
have difficulty accounting for the use of some Recovery Act funds. In its 
fiscal year 2008 Single Audit report, the State Auditor identified 28 
financial material weaknesses and 7 compliance material weaknesses. 
Three state agencies that expect to receive a substantial amount of 
Recovery Act funds were cited for most of the financial material 
weaknesses—the Department of Transportation (10), Department of Labor 
(4), and Department of Human Resources (2). For example, the 
Department of Transportation’s financial accounting system was deemed 
unsuitable for day-to-day management. It also did not have a system in 
place to correctly identify fund sources, and as a result, auditors found 
that $138 million of federal funds were misclassified. 

In addition, auditors found that the Department of Labor was unable to 
provide detailed account balances for the Unemployment Insurance 
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Program because it maintained an inadequate general ledger that 
consisted of manually updated spreadsheets.16 The auditors also found 
that the Department of Human Resources’ process of allocating indirect 
costs to programs had multiple deficiencies. They noted that inadequate 
internal controls and failure to follow established policies increases the
risk of material misstatement in the financial statements, including 
misstatements due to fraud and noncompliance with federal regulation. In
addition, the Department of Human Resources was cited for four 
compliance material weaknesses, such as requesting federal funds in
excess of progr

 

 

 
am expenditures. 

                                                                                                                                   

To ensure that the affected state agencies will address these material 
weaknesses, the State Accounting Office will be monitoring corrective 
action plans developed in response to the Single Audit report. The office 
plans to issue guidance on the monitoring process by the end of April 2009 
and has asked agencies to start tracking actions taken to address material 
weaknesses. 

 
State Agencies Are Taking 
Steps to Safeguard and 
Oversee Recovery Act 
Funds 

Georgia recognizes the importance of accounting for and monitoring 
Recovery Act funds and, despite recent budget cuts, has directed state 
agencies to safeguard Recovery Act funds and mitigate identified risks. At 
one of the first implementation team meetings, the Recovery Act 
Accountability Officer disseminated an implementation manual to 
agencies, which included multiple types of guidance on how to use and 
account for Recovery Act funds. For example, the Office of Planning and 
Budget provided details on the budgeting process for Recovery Act funds. 
New and updated guidance is disseminated at the weekly implementation 
team meetings. At the direction of the Recovery Act Accountability 
Officer, the three agencies tasked with accountability support—the Office 
of Planning and Budget, State Accounting Office, and Department of 
Administrative Services—and other state agencies have instituted the 
following safeguards: 

• The Office of Planning and Budget, in collaboration with the State 
Accounting Office and others, is developing a state-level strategy to 

 
16The state expects to receive about $236 million in Recovery Act funds for unemployment 
insurance ($220 million for unemployment insurance benefits and $16 million for 
administration).  
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monitor high-risk agencies.17 Additional risk-mitigation strategies will 
be developed and implemented for these agencies. 

 
• The State Accounting Office issued two accounting directives to all 

state agencies. The first provides guidance on accounting for Recovery 
Act funds separately from other funds. The state plans to use Catalog 
of Federal Domestic Assistance numbers to track Recovery Act funds 
separately. Funds will also be segregated through a set of unique 
Recovery Act fund sources in the state’s financial accounting system. 
For example, the state is tracking increased FMAP funds for Medicaid 
through the development of a unique identifier for each grant award. 
The second accounting directive supplies language that should be 
included in all contracts issued under the Recovery Act. In addition, 
the office is reviewing the current accounting internal controls and 
assessing how they can be enhanced for Recovery Act funds.18 

 
• The Georgia Department of Administrative Services plans to issue a 

communication alert stating that any state agency planning to award 
contracts with Recovery Act funds should contact the department for 
guidance. The department has developed standard contract language 
that should be included in all Recovery Act contracts and plans to 
publicize and offer training for state agency contracting staff. Further, 
the department plans to continue its compliance reviews of agencies 
with delegated purchasing authority to ensure they are following 
proper policies and procedures.19 

 
• All of the agencies we met with that directly administer programs had 

monitoring processes in place that they plan to adapt or enhance for 
Recovery Act oversight. For example, the Georgia Department of 
Community Affairs’ plans for monitoring the Tax Credit Assistance 

                                                                                                                                    
17Certain state agencies have been identified as high risk due to their size, the potential for 
reorganization, and outdated financial reporting systems. 

18The majority of state agencies use PeopleSoft, the state’s current financial reporting 
system, to track their expenditures. However, there are some agencies that do not use this 
system and others that have greatly customized the software for their agency’s individual 
use. 

19A state official reported that the Georgia Department of Community Health is developing 
a separate contracting and vendor management process for any contracts that are needed 
or awarded to carry out the functions of grants that may be awarded to vendors as a result 
of the Recovery Act. Existing performance outcomes will be applied to the new contracting 
mechanism and are expected to provide early indicators regarding the need to apply 
additional audits or controls. 
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Program include a front-end analysis of costs, third-party inspections 
prior to the release of funds, and an audit of the general contractor by 
a certified public accountant. The last requirement is unique to 
projects funded with Recovery Act tax credits. 

 

In addition, the State Auditor, Inspector General, and internal audit 
divisions within state agencies have taken or plan to take the following 
steps to mitigate risk and oversee the use of Recovery Act funds: 

• The State Auditor issued two audit risk alerts. One urged all agency 
officials to include appropriate contractual provisions in Recovery Act 
contracts and to not rush the distribution of Recovery Act funds before 
adhering to proper internal control processes and understanding 
federal guidelines. The other alert discussed limits on the use of funds. 
The State Auditor also plans to provide internal control training to 
state agency personnel in late April. The training will discuss basic 
internal controls, designing and implementing internal controls for 
Recovery Act programs, best practices in contract monitoring, and 
reporting on Recovery Act funds. 

 
• Currently, the State Auditor conducts routine statewide risk 

assessments as a means of identifying high-risk agencies and 
determining where to best focus audit resources.20 Officials plan to 
target future risk assessments on programs receiving Recovery Act 
funding and are awaiting additional audit guidance from the Office of 
Management and Budget (OMB). 

 
• The Inspector General issued a directive requiring all state agencies to 

insert new contractual language in any contracts, subcontracts, grants, 
and bid solicitations financed with Recovery Act funds.21 The new 
language specifically gives her the right to inspect all records of 
outside vendors, subcontractors, and consultants. 

 
• In conjunction with the State Accounting Office, the Inspector General 

plans to conduct unannounced visits to state agencies receiving 
Recovery Act funding. 

                                                                                                                                    
20The risk assessments evaluate a program’s previous audit findings, internal controls, and 
material weaknesses based on pre-established criteria. 

21The Inspector General is part of the executive branch. 
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• The Inspector General also developed a database to specifically track 
Recovery Act complaints and a public service announcement to alert 
the public of how to report fraud, waste, and abuse. 

 
• Some state agencies, such as the Departments of Human Resources 

and Transportation, have internal audit divisions that plan to monitor 
the use of Recovery Act funds. For instance, the Department of Human 
Resources’ internal auditor has developed a plan to assess the risk of 
each program prior to receiving Recovery Act funding. 

 
Resources Available for 
Oversight May Be Limited 

As these actions and plans indicate, Georgia recognizes the importance of 
instituting safeguards for Recovery Act funds. However, state officials also 
stressed the costs of such efforts. Both the Governor’s Office and the State 
Auditor noted that they had not received additional funding for Recovery 
Act oversight. As shown in table 2, several agencies with oversight 
responsibilities experienced significant budget reductions in fiscal year 
2009, including the State Accounting Office (43 percent), Inspector 
General (19 percent), Office of Planning and Budget (11 percent), and 
State Auditor (11 percent). 

The State Auditor noted that, if state fiscal conditions do not improve or 
federal funding does not become available for audit purposes, additional 
budget and staffing cuts may occur within the department. Directives from 
OMB, due by May 1, will provide guidance on the audit requirements for 
Recovery Act programs. Officials noted that the scope of pending audit 
requirements may greatly impact the State Auditor’s ability to audit 
Recovery Act programs on top of existing audit requirements. In addition, 
some state officials that directly administer programs told us that 
overseeing the influx of funds could be a challenge, given the state’s 
current budget constraints and hiring freeze. In some cases, state agencies 
told us that they planned to use Recovery Act funds to cover their 
administrative costs. Other state agencies wanted additional clarity on 
when they could use program funds to cover such costs. 

 
In general, Georgia is awaiting additional federal guidance on reporting 
requirements before making detailed plans to assess impact. However, the 
State Auditor is adapting an existing system (used to fulfill its Single Audit 
Act responsibilities) to help the state report on Recovery Act funds. The 
statewide Web-based system will be used to track expenditures, project 
status, and job creation and retention. The state will make data from this 
system available on its Recovery Web site. The Governor is requiring all 
state agencies and programs receiving Recovery Act funds to use this 

Plans to Assess 
Impact of Recovery 
Act Funds Are in 
Initial Stages 
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system. State officials do not expect to track and report on funds going 
directly to localities, but some said they would like to be informed of these 
funds so that the state can coordinate with localities. They cited 
broadband initiatives and health funding to nonprofit hospitals as areas 
where a lack of coordination could result in a duplication of services or 
missed opportunities to leverage resources. 

In addition, some state agencies appear to have more experience tracking 
jobs than others. For example, the Georgia Department of Community 
Affairs has experience tracking jobs for the Community Development 
Block Grant program; therefore, agency officials do not expect to have 
difficulty tracking jobs for the Neighborhood Stabilization Program. For 
another program it will administer, the Tax Credit Assistance Program, 
Community Affairs surveyed potential applicants in March 2009 to gain a 
better understanding of performance measures that could be tracked as a 
part of its monitoring efforts, including job creation. In contrast, officials 
from other programs, such as the Edward Byrne Memorial Justice 
Assistance Grant program and the Transit Capital Assistance Grant 
program expressed concerns about identifying appropriate measures of 
job creation and retention within the purpose of their programs and were 
waiting for more guidance from federal agencies and OMB. 

 
We provided the Governor of Georgia with a draft of this appendix on 
April 17, 2009. The Recovery Act Accountability Officer responded for the 
Governor on April 19, 2009. In general, she noted that the report accurately 
and succinctly captures the implementation status of the Recovery Act 
process in Georgia.  
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