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INDEPENDENT AUDITOR’S REPORT ON COMMENTS AND SUGGESTIONS

To the Honorable Members of the
City Council and School Board
City of Staunton, 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 Staunton, Virginia as of and for the year ended
June 30, 2018, 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 of Staunton,
Virginia, management, and the appropriate state and federal regulatory agencies and is not intended to be,
and should not be, used by anyone other than these specified parties.
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CITY OF STAUNTON, VIRGINIA AND
CITY OF STAUNTON PUBLIC SCHOOLS

PRIOR YEAR COMMENTS ON INTERNAL CONTROL AND
OTHER SUGGESTIONS FOR YOUR CONSIDERATION

RELIANCE ON COMPENSATING CONTROLS

In an ideal system of internal controls, no individual would perform more than one duty in
connection with any transaction or series of transactions. In particular, no one individual should have
access to both physical assets and the related accounting records. This is because such access may allow
errors or fraud to occur and remain undetected or concealed.

Areas where in the past we identified a lack of segregation of duties included the accounts payable
function, payroll function, bank reconciliation, journal entries, and authorized check signors. The City’s
finance department has responded to these concerns by implementing certain compensating controls,
which, although they do not remove the original control deficiency, they mitigate the risk that a fraudulent
transaction could occur and remain undetected. These compensating controls at the City consist of reviews
of certain reports by the Assistant Director of Finance, Treasurer, and Director of Finance.

Because of these compensating controls, in our judgment these deficiencies do not constitute a
material weakness or significant deficiency. Even so, management should note that these controls are
effective only if applied regularly with vigilance. Also, as described in our report on these comments,
our responsibility is to report control deficiencies that we note in performing our audits; other
undetected control deficiencies may exist elsewhere.



CITY OF STAUNTON, VIRGINIA AND
CITY OF STAUNTON PUBLIC SCHOOLS

ACCOUNTING AND OTHER MATTERS
June 30, 2018

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. 81, Irrevocable Split-Interest Agreements in March 2016. This
Statement requires that a government that receives resources pursuant to an irrevocable split-interest
agreement recognize assets, liabilities, and deferred inflows of resources at the inception of the

agreement. The requirements of this Statement are effective for periods beginning after
December 15, 2016.

The GASB issued Statement No. 83, Certain Asset Retirement Obligations in November 2016. This
Statement establishes criteria for determining the timing and pattern of recognition of a liability and a
corresponding deferred outflow of resources for asset retirement obligations. The requirements of
this Statement are effective for periods beginning after June 15, 2018.

The GASB issued Statement No. 84, Fiduciary Activities in January 2017. This Statement
establishes standards of accounting and financial reporting for fiduciary activities. The requirements
of this Statement are effective for periods beginning after December 15, 2018.

The GASB issued Statement No. 85, Omnibus 2017 in March 2017. This Statement establishes
accounting and financial reporting requirements for blending component units, goodwill, fair value
measurement and application, and postemployment benefits (pensions and other postemployment
benefits). The requirements of this Statement are effective for periods beginning after June 15, 2017.

The GASB issued Statement No. 86, Certain Debt Extinguishment Issues in May 2017. This
Statement establishes standards of accounting and financial reporting for in-substance defeasance
transactions in which cash and other monetary assets acquired with only existing resources—that is,
resources other than the proceeds of refunding debt—are placed in an irrevocable trust for the
purpose of extinguishing debt. This Statement also amends accounting and financial reporting
requirements for prepaid insurance associated with debt that is extinguished, whether through a legal
extinguishment or through an insubstance defeasance, regardless of how the cash and other monetary
assets were acquired. Finally, this Statement establishes an additional disclosure requirement related
to debt that is defeased in substance, regardless of how the cash and other monetary assets were
acquired. The requirements of this Statement are effective for periods beginning after June 15, 2017.

The GASB issued Statement No. 87, Leases in June 2017. This Statement establishes standards of
accounting and financial reporting for leases by lessees and lessors. The requirements of this
Statement are effective for periods beginning after December 15, 2019.



