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Date: April 24, 2025

Memorandum To:  Management
City of Martinsville, Virginia

From: Robinson, Farmer, Cox Associates

Regarding: Audit for fiscal year ended June 30, 2024

In planning and performing our audit of the financial statements of City of Martinsville, Virginia as of and for
the year ended June 30, 2024, in accordance with auditing standards generally accepted in the United States
of America, we considered the City’s internal control over financial reporting (internal control) as a basis for
designing auditing procedures that are appropriate in the circumstances for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of
the City’s internal control. Accordingly, we do not express an opinion on the effectiveness of the City’s
internal control.

However, during our audit we became aware of matters that are opportunities for strengthening internal
controls and operating efficiency. This memorandum summarizes our comments and suggestions regarding

those matters.

We would be pleased to discuss them in further detail at your convenience, to perform any additional study
of these matters, or to assist you in implementing the recommendations.

Audit Entries and Preparation

As a result of audit procedures performed, we proposed audit entries that were necessary for the financial
statements to be presented fairly, in all material respects, in accordance with accounting principles generally
accepted in the United States of America. We recommend that management review the audit entries proposed
as a result of the audit in an effort to record routine journal entries prior to future audit fieldwork. In the
year-end closing procedures and preparation for audit, account reconciliations should be performed to
determine whether all activity is properly reflected in the general ledger and appropriate journal entries
made. Efforts should focus on reducing the number and amount of general ledger adjustments proposed by
the auditors.
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Grant Management and Revenue Recognition

During our audit it was noted that reimbursement requests for certain grants were not made in a timely
manner. Further, there were instances where departments managing grants did not timely notify the Finance
Department of funding sources or application of grant funds. The result was revenue being recognized in a
different reporting period from the original related expenditures, requiring restatement of beginning fund
balance and significant revenue accrual journal entries presented eight to nine months after fiscal year-end.

We recommend that City management develop a process for managing grants to allow for timely request of
reimbursement and notification to the Finance Department.

Budget Appropriations

Per the Code of Virginia §15.2-2506, no expenditures shall be paid prior to appropriation for the expenditure.
It was noted during our audit that a number of reporting elements had expenditures exceeding appropriations
at year-end. The most notable reporting elements with expenditures exceeding appropriations include the
following:

City attorney

City manager’s office

General expenses

Sheriff -jail annex

Comprehensive services

Community development and related ARPA
expenditures

Contributions to local organizations
Community development block grant
Physical plant expansion - Schools
Public works - vehicles

Pupil transportation - Schools

School food services

Further, there were certain reporting activities and elements, most notably those related to ARPA and School
Grants, where expenditures were paid without a formal appropriation by City Council. The formal
appropriations were not made until several months after fiscal year-end.

We recommend that City management clearly communicate all budgetary requirements to City Council for
appropriation before expenditures are incurred and paid. Throughout the year, City Finance should routinely
record budget adjustments, monitor the budget monthly, and communicate with departments on a regular
basis regarding their expenditures in relation to approved budgets.
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