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LOCAL GOVERNMENT OVERSIGHT 
ACTIVITIES
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APA Oversight of Local Governments

ωAnnually complete two main projects focused on 
local government
ςComparative Report

ςFiscal Distress Analysis and Monitoring

ωProvide other oversight and support for local 
government audits and financial reporting
ςIssue annual audit specifications

ςPerform quality control reviews of local audits 
conducted by public accounting firms

ςPublish variety of information, data, reports, and 
resources on APA local government website page
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Local Government Website Information 
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Impact of Federal Web Accessibility Rule on 
Local Government Reporting

ωFederal regulations (28 CFR 35.200) set technical 
requirements for state and local governments 
regarding accessibility standards for published web 
content and mobile applications

ωNew requirements will impact local government 
financial reports published on APA website
ςCurrently have over 5,500 local government reports 

published to promote transparency efforts
ςAPA cannot compel local governments to submit 

financial reports that comply with federal accessibility 
requirements
ςIn future, if local reports do not meet accessibility 

requirements, APA unable to publish on our website
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Comparative Report of Local Government

ωAnnually compile a report containing uniform 
ŦƛƴŀƴŎƛŀƭ Řŀǘŀ ŦƻǊ ±ƛǊƎƛƴƛŀΩǎ моо ŎƛǘƛŜǎ ŀƴŘ ŎƻǳƴǘƛŜǎ 
and 37 towns required to have an annual audit

ωIt is the only comprehensive published source of 
locality financial data and information
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Example Comparative Report Exhibit
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Comparative Report Exhibit: Revenue Detail
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Comparative Report Exhibit: Revenue Detail
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Comparative Report Exhibit: Expenses
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Comparative Report Exhibit: Expense Details
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Comparative Report of Local Government

ωDraft FY 2025 report published on February 15th  
(missing data for 52 localities)

ωFinal FY 2025 report issued April 26, 2026 (missing 
data for 32 localities)
ςCities: Colonial Heights, Emporia, Franklin, Hopewell, 

Manassas Park, Martinsville, Norton, Portsmouth, 
Radford, and Roanoke

ςCounties: Amherst, Brunswick, Buckingham, Caroline, 
Floyd, Halifax, Isle of Wight, King and Queen, 
KingWilliam, Lee, Northumberland, Pulaski, Richmond, 
Russell, Sussex, and Warren

ςTowns: Big Stone Gap, Blacksburg, Broadway, Clifton 
Forge, Richlands, and Vinton
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Comparative Report of Local Government

ωAs of the end of May, received required FY 2025 
reporting for 5 additional localities, 27 localities 
remain delayed

ωFor 11 of the localities that remain delayed, our 
office was unable to find a notification of audit 
delay published on their website as required by 
Code of Virginia § 15.2-2511

ς8 of these localities sent correspondence to notify 
our office regarding their delay

ωWill publish an amended report at a later date
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Trends in Locality Annual Financial Report 
Submissions* 
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*Audited annual financial report submissions as of May 29, 2026
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Locality Prior Year Reporting Delays
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ωIn addition to FY 2025 reporting delays, certain 
localities also remain late with submitting required 
reporting for prior fiscal years

Locality 
Financial Report 
Delays

Transmittal Data 
Delays

Cities of Colonial Heights, 
Emporia, and Manassas ParkN/A* FY 2024

City of Hopewell N/A* FY 2019 - FY 2024

City of Norton N/A* FY 2022 - FY 2024

County of Warren FY 2024 FY 2024

Town of Big Stone Gap FY 2023 & FY 2024FY 2022 - FY 2024

Towns of Broadway and VintonFY 2024 FY 2024

*Localities have submitted prior year audited financial report.



Local Fiscal Distress Monitoring

ωActs of Assembly and Code of Virginia directs our Office 
to annually review financial data and information as 
part of our early warning system to identify potential 
fiscal distress at localities

ωEarly warning system consists of two components
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Perform Ratio Analysis

·Calculate 12 financial ratios using 
data from audited financial reports 

·!ƴŀƭȅȊŜ ŜŀŎƘ ƭƻŎŀƭƛǘȅΩǎ Ǌŀǘƛƻ 
performance using a points-based 
methodology

·Examine any trends showing 
significant increases in total points 
from year to year 

Evaluate Qualitative Analysis

·Review demographic and other 
non-financial factors for a locality 
whose financial ratio results 
indicate a need for further review

·Consider whether locality is 
significantly delayed with 
submitting its audited annual 
financial report



Fiscal Distress Monitoring ς Coordination with 
Commission on Local Government

ωAPA is required to provide technical assistance to 
Commission on Local Government (CLG) based on 
our existing oversight and support provided for 
local governments

ωDuring the year, continued to provide guidance 
and information to staff from Department of 
Housing and Community Development (DHCD) as 
CLG implemented their oversight responsibilities 
to monitor plan for state assistance provided to 
Town of Tangier
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2024 - 2025 Fiscal Distress Monitoring

ωFor 2024 - 2025 process, completed ratio analysis 
based on FY 2023 and FY 2024 financial data and 
performed qualitative evaluation as necessary

ωIdentified City of Radford and Town of Tangier as 
ƳŜŜǘƛƴƎ ǎǘŀǘŜΩǎ ŘŜŦƛƴŜŘ ŎǊƛǘŜǊƛŀ ŦƻǊ ŦƛǎŎŀƭ ŘƛǎǘǊŜǎǎ 
under the framework of early warning system, 
and issued recommendation for state assistance 
based on completed follow-up review process

ωNotified County of Charles City of our preliminary 
determination for additional follow-up review
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2024 - 2025 Fiscal Distress Monitoring

ωContinue qualitative monitoring of Town of Big Stone 
Gap due to delay in submitting FY 2023 and FY 2024 
audited financial reports

ς!ǳƎǳǎǘ нлнрΣ ƛǎǎǳŜŘ ƴƻǘƛŦƛŎŀǘƛƻƴ ǊŜƎŀǊŘƛƴƎ ¢ƻǿƴΩǎ 
18-month delay in submitting FY 2023 report

ς.ŀǎŜŘ ƻƴ ¢ƻǿƴΩǎ ŎƻƳƳǳƴƛŎŀǘŜŘ Ǉƭŀƴ ŀƴŘ ǘƛƳŜƭƛƴŜ 
to address late audits, expect to issue additional 
18-month delay notification for FY 2024 report
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2024 - 2025 Fiscal Distress Monitoring

ωUnable to evaluate FY 2024 financial data for County 
of Warren and Towns of Vinton and Broadway due to 
reporting delays

ςLocalities do not show any unfavorable trends in 
ǊŜŎŜƴǘ ȅŜŀǊǎΩ ŀƴŀƭȅǎŜǎ

ςDuring current 2026 monitoring, will continue to 
evaluate ratio trends and any other factors once 
localities submit audited financial reports 
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Fiscal Distress Monitoring Results - Charles City

ωNovember 2025, formally notified County of 
Charles City regarding results of analyses and our 
preliminary determination for additional review

ςNoted downward trends and high number of ratio 
points in FY 2024 ratio analysis, along with external 
factors in qualitative analysis related to fiscal and 
budgetary challenges

ωCounty management submitted completed 
financial assessment questionnaire in December 
2025, but has not formally requested further 
participation in our follow-up review process
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Fiscal Distress Monitoring Results - Charles City

ωOur office performed limited, internal review of 
ŎƻǳƴǘȅΩǎ ǎǳōƳƛǘǘŜŘ ǉǳŜǎǘƛƻƴƴŀƛǊŜ ŀƴŘ ƛƴƛǘƛŀƭ ŀƴŀƭȅǎƛǎ 
of FY 2025 audited financial data

ςImprovements noted in FY 2025 ratio analysis and 
total ratio points no longer exceed our evaluation 
threshold; no other unfavorable trends noted

ωBased on internal review, have not identified unique 
or elevated factors that would classify Charles City as 
ƳŜŜǘƛƴƎ ǘƘŜ ǎǘŀǘŜΩǎ ŘŜŦƛƴŜŘ ŎǊƛǘŜǊƛŀ ƻŦ ŦƛǎŎŀƭ ŘƛǎǘǊŜǎǎ

ωDuring 2026 monitoring process, will continue to 
monitor any other trends and qualitative factors and 
communicate as necessary
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Fiscal Distress Monitoring Results - Radford

ωContinued ongoing monitoring of City of Radford 
ŘǳŜ ǘƻ ǊŜǎǳƭǘǎ ƛƴ ǇǊƛƻǊ ȅŜŀǊǎΩ ŀƴŀƭȅǎŜǎ

ωNovember 2025, sent notification letter to city 
officials regarding results in our 2025 monitoring 
process and our subsequent determination for 
additional review

ςNoted further downward trends and high 
number of ratio points in FY 2024 ratio analysis, 
along with external factors in qualitative 
analysis related to fiscal issues and budgetary 
challenges
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Fiscal Distress Monitoring Results - Radford

ωDecember 2025, City of Radford officials participated 
ƛƴ ƻǳǊ ƻŦŦƛŎŜΩǎ Ŧƻƭƭƻǿ-up review process

ωBased on results from review process, we concluded 
that Radford meets defined criteria for fiscal distress

ω Observed two primary conditions:

ςChallenges sustaining structurally balanced budget, 
driven by shortcomings in revenue projections and 
uncertainty in billing and revenue collections

ς Accumulating unpaid liabilities for purchase of 
wholesale electricity, further strained by external 
factors impacting the future sustainability of the 
ŎƛǘȅΩǎ ŜƭŜŎǘǊƛŎ ƻǇŜǊŀǘƛƻƴǎ
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Fiscal Distress Monitoring Results - Radford

ωMarch 2026, we issued formal recommendation 
to Governor and legislative committees to 
consider providing state assistance to support 
wŀŘŦƻǊŘΩǎ ŜŦŦƻǊǘǎ ǘƻ ǊŜƳŜŘƛŀǘŜ ǘƘŜ ǳƴŘŜǊƭȅƛƴƎ 
factors contributing to fiscal distress

ωBased on information discussed in CLG May 2026 
meeting, CLG is awaiting a decision from state 
officials regarding approval of a plan for state 
assistance
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Fiscal Distress Monitoring Results - Tangier

ωApril 2025, qualitatively identified the Town of Tangier 
based on correspondence we received directly from 
state entities and town officials concerning various 
fiscal issues and budgetary challenges 

ωWǳƴŜ нлнрΣ ǘƻǿƴ ƻŦŦƛŎƛŀƭǎ ǇŀǊǘƛŎƛǇŀǘŜŘ ƛƴ ƻǳǊ ƻŦŦƛŎŜΩǎ 
follow-up review process 

ωJuly 2025, based on results from review, concluded 
that Tangier meets defined criteria for fiscal distress

ωIssued formal recommendation to Governor and 
legislative committees to consider providing state 
assistance
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Fiscal Distress Monitoring Results - Tangier

ωNovember 2025, state officials approved plan to 
provide state assistance to Town of Tangier through 
contracted fiscal turnaround services from external 
consulting firm

ςAssist town officials with further assessing financial 
condition and addressing current cash flow issues, 
and provide recommendations for town to begin 
implementing recovery plan

ωJanuary 2026, CLG began oversight monitoring of 
state funded assistance  provided by external 
turnaround specialists
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Fiscal Distress Monitoring Results - Tangier

ωMarch 2026, external turnaround specialists reported 
to CLG on results of their review with Town of Tangier

ωScope of issues identified by turnaround specialists:

ς/ƻƴǎǘǊŀƛƴǘǎ ƻƴ ǘƻǿƴΩǎ ŎŀǇŀŎƛǘȅ ǘƻ ǊŜǎƻƭǾŜ ŜȄƛǎǘƛƴƎ ŦƛǎŎŀƭ 
and operational challenges 

ςLack of audits and ongoing deficiencies in key financial 
and budgetary internal controls, processes, and 
procedures

ςLack of financial vision, systems, and planning to 
manage operations or make informed decisions

ςOrganizational challenges that limit financial 
management
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Fiscal Distress Monitoring Results - Tangier

ωExternal turnaround specialists recommended three 
core strategies for Tangier to begin addressing 
immediate fiscal stabilization

ςStrengthen governance, documentation, and day-to-
day management so town officials can reliably oversee 
operations with minimal new cost

ςObtain focused legal assistance to review contracts, 
secure records, and support immediate actions that 
reduce liability and exposure

ςTake measures throughout the organization to ensure 
financial components are working in concert with each 
other, and maximize service delivery to residents and 
generate maximum revenue
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Fiscal Distress Monitoring Results - Tangier

ωMay 2026, CLG issued letter to Governor and 
legislative committees to report first periodic 
update from their oversight responsibilities to 
monitor progress of assistance to Town of Tangier

ω/[D ǿƛƭƭ ŎƻƴǘƛƴǳŜ ƳƻƴƛǘƻǊƛƴƎ ¢ŀƴƎƛŜǊΩǎ ǇǊƻƎǊŜǎǎ 
over planned one-year performance period to 
determine whether town implements appropriate 
actions from turnaround specialists based on 
recommended strategies to address identified 
issues of fiscal distress
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Fiscal Distress Monitoring Results - Hopewell 

ωAs of May 2026, City of Hopewell has submitted 
all prior outstanding audited financial reports

ςFor FY 2020 through FY 2025, external auditor 
ƛǎǎǳŜŘ άŎƭŜŀƴέ ƻǇƛƴƛƻƴ ŦƻǊ ŀƭƭ ŦƛƴŀƴŎƛŀƭ ŀŎǘƛǾƛǘȅ

ςCity continues to receive audit material weakness 
related to financial reporting and internal controls

ωhŦŦƛŎŜ ŜǾŀƭǳŀǘŜŘ ŎƛǘȅΩǎ ŦƛƴŀƴŎƛŀƭ Řŀǘŀ ƛƴ Ǌŀǘƛƻ 
analysis for prior fiscal years and recent FY 2025

ςRatio results do not indicate unfavorable or 
downward trends; total ratio points remain below 
our evaluation threshold 
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Fiscal Distress Monitoring Results - Hopewell 

ωAs part of ongoing monitoring, will continue 
ǉǳŀƭƛǘŀǘƛǾŜƭȅ ŜǾŀƭǳŀǘƛƴƎ IƻǇŜǿŜƭƭ ǘƻ ŀǎǎŜǎǎ ŎƛǘȅΩǎ 
progress on timely completing and submitting 
audited financial statements

ωIn future, our office will evaluate appropriate 
timing to make formal determination that city is 
ƴƻ ƭƻƴƎŜǊ ŎƻƴǎƛŘŜǊŜŘ ŘŜǎƛƎƴŀǘŜŘ ǳƴŘŜǊ ǎǘŀǘŜΩǎ 
defined fiscal distress criteria

ςWill confer with DHCD staff and CLG as it relates to 
their oversight responsibilities under§ 15.2-2512.1
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Small Town Audits
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ωTowns under 3,500 population (small towns) are 
not required by statute to have an annual audit 

ωSmall towns may be required to have an audit 
based on debt covenants or federal/state grant 
funding requirements

ωCode of Virginia §  15.2-2511 requires small towns 
that voluntarily elect to have an audit to submit 
audit report to our office upon completion

ωAnnually, receive 20 to 25 audit reports (approx. 
15%) for small towns



Citizen Local Government Inquiries

ωContinue to receive significant number of citizen 
concerns communicated to our office regarding 
local governments

ωConcerns primarily relate to council and board 
officials and general administration of the locality

ςPolicy and budgetary decisions

ςFiscal management

ςConflict of interests

ςLack of transparency and accountability
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Current Authority to Audit Local Governments

ωCode of Virginia§ 15.2-2511 provides the APA 
limited authority to audit local governments

ςSpecial circumstances

ςFraud or inappropriate handling of funds that may 
affect the financial interests of the Commonwealth

ςLocal governing body may vote to have APA 
perform an audit

ωJLARC approval is required prior to APA 
performing audits under this provision
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ACFR & SINGLE AUDIT OF FEDERAL 
FUNDS RESULTS
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ACFR and Single Audit Findings (42)
(excluding IT)
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Background on APA Approach to IT Audits
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Background on APA Approach to IT Audits (cont.)

Our system security auditors perform the following: 

ωEnsure the security program meets best practices
ςaƻǎǘ ŀƎŜƴŎƛŜǎ Ƴǳǎǘ Ŧƻƭƭƻǿ ǘƘŜ /ƻƳƳƻƴǿŜŀƭǘƘΩǎ ǎŜŎǳǊƛǘȅ ǇǊƻƎǊŀƳ

ςOthers must adopt an equivalent program that meets industry 
best practices

ωDocument understanding of IT environment including 
assessment of significant financial systems, changes from 
the prior year, and other risk factors

ωSelect IT control families to review on a cyclical basis 
according to the risk assessment

ωTest IT controls to ensure alignment with the adopted 
security program
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ACFR and Single Audit IT Deficiencies (61 
Findings)
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7
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26

Access Control

Risk Assessment

Audit and Accountability

Configuration Management

Planning

System and Information Integrity

Contingency Planning

Identification and Authentication

Miscellaneous Other Control
Families

*Out of 61 IT findings, 24 findings reported deficiencies in multiple control families.  The chart 
above illustrates the impact on the Commonwealth by control family.  



ACFR and Single Audit Findings by Agency
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Department of Social Services

Department of Health

Department of Behavioral Health and
Developmental Services

Virginia Employment Commission

Alchoholic Beverage Control
Authority

Department of Motor Vehicles

Department of Taxation

Department of Transportation

Seventeen Other State Agencies



ACFR and Single Audit HHR Findings
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Agency Finding Area 2022 2023 2024 2025

DBHDS

Payroll, Human Resources & Benefits 2 4 1 1

Conflict of Interests Act Requirements 1 1 1 0

Federal Grants Management 1 0 0 1

Financial Reporting & Fiscal Processes 2 1 1 1

Third-Party Service Providers 0 0 1 0

Information Systems Security 10 10 8 5

DMAS

Federal Grants Management 1 1 0 0

Third-Party Service Provider 0 0 1 1

Information Systems Security 3 3 4 1

DSS

Payroll, Human Resources & Benefits 2 1 1 1

Conflict of Interests Act Requirements 1 1 0 0

Federal Grants Management 13 11 11 9

Financial Reporting & Fiscal Processes 1 2 0 1

Third-Party Service Provider 0 0 1 1

Information Systems Security 8 11 12 11

VDH

Payroll, Human Resources & Benefits 2 1 1 2

Conflict of Interests Act Requirements 1 0 0 0

Federal Grants Management 2 0 2 0

Financial Reporting & Fiscal Processes 2 2 2 0

Procurement and Contract Management 0 0 1 0

Information Systems Security 4 4 5 7



Single Audit Material Weaknesses

ÅDepartment of Social Services
ü Federal Grant Subrecipient Monitoring

ü Federal Grant Performance Reporting*

ÅDepartment of Wildlife Resources
ü Federal Grant Financial Management

ÅDepartment of Energy
ü Federal Grant Time and Reporting*

A material weakness is a deficiency, or a combination of deficiencies, in internal control over compliance, 
such that there is a reasonable possibility that material noncompliance with a type of compliance 
requirement of a federal program will not be prevented or detected on a timely basis.

*Resulted in qualified opinion on compliance with federal requirements.
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Department of Social Services Audit Results
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ωDoes not ensure risk-based approach to 
subrecipient monitoring

ωDoes not ensure completenessof sub-recipient
monitoringdocumentation

ωDoes not review each ŘƛǾƛǎƛƻƴΩǎmonitoring
activitiesandreport noncomplianceto leadership

ωEstablished Agency Monitoring Plan and
anticipatescompletingcorrectiveactionin FY2026

Material Weakness: Subrecipient 
Monitoring Activities (2018)

ÅInaccurate federal performance reporting for 50% 
of cases reviewed (up from 32% in prior year) 

Åά²ƻǊƪParticipation {ǘŀǘǳǎέand άIƻǳǊǎof
tŀǊǘƛŎƛǇŀǘƛƻƴέwereprimaryfieldswith errors

ÅSignificantlyrevised corrective action plan to be
implementedbyFY2026year-end

Material Weakness: TANF Federal 
Performance Reporting (2022)

ωEngaged consultants, reduced ongoing findings by 
30%, and reduced severity of material weakness in 
IT governance

Prior Year Risk Alert: Address 
Audit Findings



Department of Wildlife Resources Material Weakness
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ωUntimely and unsupported journal 
entries and drawdowns

ωRecorded $2.3 million in the 
incorrect fiscal year

ωSchedule of Expenditures of Federal 
Awards (SEFA) did not agree to 
accounting records

Condition:

ÅTurnover ς Responsible department 
recently experienced significant 
turnover in key positions

ÅPolicies and Procedures -
Responsible department lacks 
detailed written policies and 
procedures required for financial 
management of federal grants

Causes:

Finding Title: Improve Financial 
Management of Federal Grants



Department of Energy Material Weakness
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ωDoes not verify time and effort 
to support allowability of 21% of 
costs charged to grant program

ωMaterial noncomplianceresulted
in qualified audit opinion and
indeterminatequestionedcosts

Condition:

ÅResource Allocation ς Energy did 
not allocate resources to 
establish adequate internal 
control over payroll costs, 
instead relying on expected costs 
developed during the budget 
phase of the grant program

Causes:

Finding Title: Strengthen Controls 
over Payroll Costs Charged to 
Federal Grants



ACFR Material Weaknesses

ÅDepartment of Human Resource Management
ü Financial Reporting Controls

ÅVirginia Employment Commission
ü Financial Reporting Controls

A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial 
reporting, such that there is a reasonable possibility that a material misstatement will not be prevented or 
detected on a timely basis.
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