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INDEPENDENT AUDITOR’S REPORT ON COMMENTS AND SUGGESTIONS

Honorable Members of City Council
   and School Board
City of Winchester, Virginia

In planning and performing our audit of the financial statements of the governmental activities, the 
business-type activities, the aggregate discretely presented component units, each major fund, and the 
aggregate remaining fund information of the City of Winchester, Virginia and Winchester Public Schools 
(the “City”) 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 its internal control over financial reporting 
(internal control) as a basis for designing audit procedures that are appropriate in the circumstances for 
the purpose of expressing our opinion on the financial statements and to comply with any other 
applicable standards, such as Government Auditing Standards and the regulations set forth in the Uniform 
Guidance, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal 
control.  Accordingly, we do not express an opinion on the effectiveness of the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first paragraph and 
was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies and, therefore, material weaknesses or significant deficiencies may exist that 
were not identified. In addition, because of inherent limitations in internal control, including the 
possibility of management override of controls, misstatements due to error or fraud may occur and not 
be detected by such controls. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis.  A material weakness is a deficiency, or a 
combination of deficiencies, in internal control such that there is a reasonable possibility that a material 
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a 
timely basis.  A significant deficiency is a deficiency, or a combination of deficiencies, in internal 
control that is less severe than a material weakness, yet important enough to merit attention by those 
charged with governance. 

If material weaknesses or significant deficiencies were identified during our procedures, they are 
appropriately designated as such in this report. Additional information on material weaknesses or 
significant deficiencies and compliance and other matters is included in the Independent Auditor’s 
Report on Internal Control over Financial Reporting and on Compliance and Other Matters Based 
on an Audit of Financial Statements Performed in Accordance with Government Auditing Standards 
which should be read in conjunction with this report.  
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Additionally, during our audit, we may have become aware of certain other matters that provide 
opportunities for improving your financial reporting system and/or operating efficiency.  Such comments 
and suggestions regarding these matters, if any, are also included in the attached report, but are not 
designated as a material weakness or significant deficiency. Since our audit is not designed to include a 
detail review of all systems and procedures, these comments should not be considered as being 
all-inclusive of areas where improvements might be achieved.  We also have included information on 
accounting and other matters that we believe is important enough to merit consideration by management 
and those charged with governance.  It is our hope that our suggestions will be taken in the constructive 
light in which they are offered.  

We have already discussed these comments and suggestions with management, and we will 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.  

This communication is intended solely for the information and use of the City Council, the School Board, 
management, and state and federal regulatory agencies and is not intended to be, and should not be, used 
by anyone other than those specified parties.

CERTIFIED PUBLIC ACCOUNTANTS

Harrisonburg, Virginia
December 2, 2024
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CURRENT YEAR COMMENTS AND SUGGESTIONS

EMPLOYEE FILES – CITY 

During our review of employee files to test the census data provided to the actuary used for the City’s 
local OPEB plan, we noted one instance where documentation was not maintained to support the plan the 
employee had selected. We recommend adequate support be maintained for all employees as evidence of 
plans and benefits selected. 

CONTROLS AROUND LEASES AND SUBSCRIPTIONS – SCHOOLS 

During our review of leases and subscriptions, we noted that the balances per the rollforwards did not 
agree to the balances recorded. We recommend a detailed review of the contracts within DebtBook as well 
as a detailed review of balances after entries are made. The following items should be reviewed and agreed
at the government-wide level (School Fund 991):

- The right-to-use asset balances.
- The subscription and lease liability balances.
- Accumulated amortization.
- Amortization expense.

Additionally, at the fund level, the following items should also agree to the rollforwards:
- Capital outlay to reflect the additions to the right-to-use assets when new contracts are recorded.
- Debt issuance to reflect the new liabilities incurred when new contracts are recorded.
- Debt service (both principal and interest) to reflect payments made and applied towards the 

liabilities. 

Management mutually worked alongside our team to adjust ending balances in an effort to record 
contracts from previous years. 

AUDIT ADJUSTMENTS – SCHOOLS (Significant Deficiency)

As part of our audit, we proposed one significant adjustment to capital assets. We suggest management 
implement procedures to ensure all transactions are reviewed in capital outlay, building improvement, 
repairs and maintenance, and professional service accounts to determine if transactions should be 
capitalized. Additionally, the adjustment that was made as a result of our current year audit should be 
reviewed during the next year as a reminder of matters needing accounting attention in preparing for the 
2025 audit.  

School response: New management joined Winchester Public Schools in February and March 2024. 
Since then, significant efforts have been deployed to reconcile balances and develop new procedures. The 
comments noted above are already actively being addressed. 
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PRIOR YEAR COMMENTS AND SUGGESTIONS

PROCUREMENT POLICY – SCHOOLS

Updates to the Uniform Guidance were released in November 2020. The Schools will need to update 
their procurement policies to reflect these changes and meet the requirements outlined in 
2 CFR 200.317 through 200.327 in the Uniform Guidance. We recommend that the Schools continually 
monitor procurement guidance to ensure their procurement policies reflect the most up-to-date 
requirements. 

Current Status: The School Board adopted updated procurement and purchasing policies during 2024 
to reflect Uniform Guidance requirements. Comment appears to be resolved. 

REIMBURSEMENT REQUESTS – CITY 

During our review of reimbursement requests, we noted one instance where the reimbursement request 
was submitted to the Virginia Department of Transportation prior to being reviewed and approved. We 
recommend that all reimbursement requests be reviewed by a knowledgeable and informed individual for 
accuracy and completeness prior to submission. 

Current Status: No such items noted in 2024. Comment appears to be resolved. 

BUDGET AND APPROPRIATION LAWS – CITY 

The City’s legal level of budgetary control is at the departmental level. In 2023, public safety, public 
works, parks, recreation, and cultural and debt service expenditures exceeded budget appropriations. 
Actual total expenditures did not exceed appropriations at the fund level. We recommend continued 
monitoring of the budget to ensure actual expenditures don’t exceed budgeted amounts.

Current Status: No such overages noted in 2024. Comment appears to be resolved.



5

ACCOUNTING AND OTHER MATTERS
June 30, 2024

NEW GASB PRONOUNCEMENTS

In this section, we would like to make you aware of certain confirmed and potential changes that are on 
the horizon that may affect your financial reporting and audit.

The GASB issued Statement No. 101, Compensated Absences in June 2022. The objective of this 
Statement is to better meet the information needs of financial statement users by updating the 
recognition and measurement guidance for compensated absences. That objective is achieved by 
aligning the recognition and measurement guidance under a unified model and by amending certain 
previously required disclosures. This Statement requires that liabilities for compensated absences be 
recognized for (1) leave that has not been used and (2) leave that has been used but not yet paid in cash 
or settled through noncash means. A liability should be recognized for leave that has not been used if (a) 
the leave is attributable to services already rendered, (b) the leave accumulates, and 
(c) the leave is more likely than not to be used for time off or otherwise paid in cash or settled through 
noncash means. Leave is attributable to services already rendered when an employee has performed the 
services required to earn the leave. Leave that accumulates is carried forward from the reporting period 
in which it is earned to a future reporting period during which it may be used for time off or otherwise 
paid or settled. In estimating the leave that is more likely than not to be used or otherwise paid or settled, 
a government should consider relevant factors such as employment policies related to compensated 
absences and historical information about the use or payment of compensated absences. However, leave 
that is more likely than not to be settled through conversion to defined benefit postemployment benefits 
should not be included in a liability for compensated absences.

This Statement requires that a liability for certain types of compensated absences—including parental 
leave, military leave, and jury duty leave—not be recognized until the leave commences. This Statement 
also requires that a liability for specific types of compensated absences not be recognized until the leave 
is used.

This Statement also establishes guidance for measuring a liability for leave that has not been used, 
generally using an employee’s pay rate as of the date of the financial statements. A liability for leave 
that has been used but not yet paid or settled should be measured at the amount of the cash payment or 
noncash settlement to be made. Certain salary-related payments that are directly and incrementally 
associated with payments for leave also should be included in the measurement of the liabilities.

With respect to financial statements prepared using the current financial resources measurement focus, 
this Statement requires that expenditures be recognized for the amount that normally would be 
liquidated with expendable available financial resources.

The requirements of this Statement are effective for fiscal years beginning after December 15, 2023, 
and all reporting periods thereafter. Earlier application is encouraged.

The GASB issued Statement No. 102, Certain Risk Disclosures in December 2023. State and local 
governments face a variety of risks that could negatively affect the level of service they provide or their 
ability to meet obligations as they come due. Although governments are required to disclose information 
about their exposure to some of those risks, essential information about other risks that are prevalent 
among state and local governments is not routinely disclosed because it is not explicitly required. The 
objective of this Statement is to provide users of government financial statements with essential 
information about risks related to a government’s vulnerabilities due to certain concentrations or 
constraints.
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ACCOUNTING AND OTHER MATTERS

This Statement defines a concentration as a lack of diversity related to an aspect of a significant inflow 
of resources or outflow of resources. A constraint is a limitation imposed on a government by an 
external party or by formal action of the government’s highest level of decision-making authority. 
Concentrations and constraints may limit a government’s ability to acquire resources or control 
spending.

This Statement requires a government to assess whether a concentration or constraint makes the primary 
government reporting unit or other reporting units that report a liability for revenue debt vulnerable to 
the risk of a substantial impact. Additionally, this Statement requires a government to assess whether an 
event or events associated with a concentration or constraint that could cause the substantial impact 
have occurred, have begun to occur, or are more likely than not to begin to occur within 12 months of 
the date the financial statements are issued.

If a government determines that those criteria for disclosure have been met for a concentration or 
constraint, it should disclose information in notes to financial statements in sufficient detail to enable 
users of financial statements to understand the nature of the circumstances disclosed and the 
government’s vulnerability to the risk of a substantial impact. The disclosure should include 
descriptions of the following:

 The concentration or constraint
 Each event associated with the concentration or constraint that could cause a substantial impact 

if the event had occurred or had begun to occur prior to the issuance of the financial statements
 Actions taken by the government prior to the issuance of the financial statements to mitigate the 

risk.

The requirements of this Statement are effective for fiscal years beginning after June 15, 2024, and 
all reporting periods thereafter. Earlier application is encouraged.

The GASB issued Statement No. 103, Financial Reporting Model Improvements in April 2024. The 
objective of this Statement is to improve key components of the financial reporting model to enhance its 
effectiveness in providing information that is essential for decision making and assessing a 
government’s accountability. This Statement also addresses certain application issues.

Management’s Discussion and Analysis: This Statement continues the requirement that the basic 
financial statements be preceded by management’s discussion and analysis (MD&A), which is 
presented as required supplementary information (RSI). MD&A provides an objective and easily 
readable analysis of the government’s financial activities based on currently known facts, decisions, or 
conditions and presents comparisons between the current year and the prior year. This Statement 
requires that the information presented in MD&A be limited to the related topics discussed in five 
sections: (1) Overview of the Financial Statements, (2) Financial Summary, 
(3) Detailed Analyses, (4) Significant Capital Asset and Long-Term Financing Activity, and (5) 
Currently Known Facts, Decisions, or Conditions. Furthermore, this Statement stresses that the detailed 
analyses should explain why balances and results of operations changed rather than simply presenting 
the amounts or percentages by which they changed. This Statement emphasizes that the analysis 
provided in MD&A should avoid unnecessary duplication by not repeating explanations that may be 
relevant to multiple sections and that “boilerplate” discussions should be avoided by presenting only the 
most relevant information, focused on the primary government. In addition, this Statement continues the 
requirement that information included in MD&A distinguish between that of the primary government 
and its discretely presented component units.
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ACCOUNTING AND OTHER MATTERS

Unusual or Infrequent Items: This Statement describes unusual or infrequent items as transactions and 
other events that are either unusual in nature or infrequent in occurrence. Furthermore, governments are 
required to display the inflows and outflows related to each unusual or infrequent item separately as the 
last presented flow(s) of resources prior to the net change in resource flows in the government-wide, 
governmental fund, and proprietary fund statements of resource flows.

Presentation of the Proprietary Fund Statement of Revenues, Expenses, and Changes in Fund Net 
Position: This Statement requires that the proprietary fund statement of revenues, expenses, and changes 
in fund net position continue to distinguish between operating and nonoperating revenues and expenses. 
Operating revenues and expenses are defined as revenues and expenses other than nonoperating 
revenues and expenses. Nonoperating revenues and expenses are defined as (1) subsidies received and 
provided, (2) contributions to permanent and term endowments, (3) revenues and expenses related to 
financing, (4) resources from the disposal of capital assets and inventory, and (5) investment income 
and expenses.

In addition to the subtotals currently required in a proprietary fund statement of revenues, expenses, and 
changes in fund net position, this Statement requires that a subtotal for operating income (loss) and 
noncapital subsidies be presented before reporting other nonoperating revenues and expenses. Subsidies 
are defined as (1) resources received from another party or fund (a) for which the proprietary fund does 
not provide goods and services to the other party or fund and (b) that directly or indirectly keep the 
proprietary fund’s current or future fees and charges lower than they would be otherwise, (2) resources 
provided to another party or fund (a) for which the other party or fund does not provide goods and 
services to the proprietary fund and (b) that are recoverable through the proprietary fund’s current or 
future pricing policies, and (3) all other transfers.

Major Component Unit Information: This Statement requires governments to present each major 
component unit separately in the reporting entity’s statement of net position and statement of activities 
if it does not reduce the readability of the statements. If the readability of those statements would be 
reduced, combining statements of major component units should be presented after the fund financial 
statements.

Budgetary Comparison Information: This Statement requires governments to present budgetary 
comparison information using a single method of communication—RSI. Governments also are required 
to present 
(1) variances between original and final budget amounts and (2) variances between final budget and 
actual amounts. An explanation of significant variances is required to be presented in notes to RSI.

The requirements of this Statement are effective for fiscal years beginning after June 15, 2025, and 
all reporting periods thereafter. Earlier application is encouraged.
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ACCOUNTING AND OTHER MATTERS

CURRENT GASB PROJECTS

GASB currently has a variety of projects in process. Some of these projects discussed below.

Classification of Nonfinancial Assets. The objective of this project would be to reconsider the existing
classification of nonfinancial assets and other related sub-classifications (for example, capital assets or
intangible assets) to ensure that (1) assets are classified in a way that provides the most relevant
financial information and (2) the definitions of the classifications are understandable and appropriate to
meeting financial reporting objectives. The project also will consider how any classification changes
would affect financial statement presentation and disclosure of nonfinancial assets. The project will not,
however, reexamine recognition or measurement of nonfinancial assets. This project is in the exposure
draft re-deliberations period.

Going Concern Uncertainties and Severe Financial Stress. The objective of this project is to address
issues related to disclosures regarding going concern uncertainties and severe financial stress. The
project will consider (1) improvements to existing guidance for going concern considerations to address
diversity in practice and clarify the circumstances under which disclosure is appropriate, (2) developing
a definition of severe financial stress and criteria for identifying when governments should disclose their
exposure to severe financial stress, and (3) what information about a government’s exposure to severe
financial stress is necessary to disclose. This project is currently in the initial deliberations period.

Implementation Guidance Update - 2025. The objective of this project is to update implementation
guidance for additional issues that come to the attention of the staff. This project will result in the
issuance of an Implementation Guide when sufficient need exists for new or improved guidance and the
Board does not object to its issuance. All updates are incorporated into the Codification of
Governmental Accounting and Financial Reporting Standards and the Comprehensive Implementation
Guide, as appropriate. This project is currently in the initial proposals period.

Infrastructure Assets. The objective of this project is to address issues related to accounting and
financial reporting for infrastructure assets. The project would evaluate standards-setting options related
to reporting infrastructure assets to make information (1) more comparable across governments and
more consistent over time, (2) more useful for making decisions and assessing government
accountability, (3) more relevant to assessments of a government’s economic condition, and (4) better
reflect the capacity of those assets to provide service and how that capacity may change over time. This
project is currently in the initial deliberations period.

Revenue and Expense Recognition. The objective of this project is to develop a comprehensive
application model for the classification, recognition, and measurement of revenues and expenses. The
purpose for developing a comprehensive model is (1) to improve the information regarding revenues
and expenses that users need to make decisions and assess accountability, (2) to provide guidance
regarding exchange and exchange-like transactions that have not been specifically addressed, (3) to
evaluate revenue and expense recognition in the context of the conceptual framework, and (4) to address
application issues identified in practice, based upon the results of the pre-agenda research on revenue for
exchange and exchange-like transactions. This project is currently in the preliminary views re-
deliberations period.



9

ACCOUNTING AND OTHER MATTERS

CURRENT GASB PROJECTS

Subsequent Events. The objective of this project is to improve the accounting and financial reporting
for subsequent events. The project will reexamine existing requirements related to subsequent events in
Statement No. 56, Codification of Accounting and Financial Reporting Guidance Contained in the
AICPA Statements on Auditing Standards, to address issues related to (1) confusion about and
challenges associated with applying the existing standards, (2) inconsistency in practice in the
information provided about subsequent events, and (3) the usefulness of the information provided about
subsequent events. This project is currently in the initial deliberations period toward an Exposure Draft.


