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Independent Auditor’s Report on Comments and Suggestions

To the Board of Directors
Region Ten Community Services Board
Charlottesville, Virginia

In planning and performing our audit of the financial statements of Region Ten Community Services Board
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.

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
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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 Region Ten Community Services
Board, 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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Lynchburg, Virginia
November 6, 2024
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Prior Year Comments and Suggestions
June 30, 2024

Segregation of Duties

An important aspect of any internal control system is the segregation of duties. In an ideal system, no individual would
perform more than one duty in connection with any transaction or series of transactions. Accordingly, each transaction
should be processed through two or more unrelated individuals with the result that the work of one is under constant
review of the other, thereby reducing the risk of impropriety. We did note that the Board has made efforts to put
compensating controls as described below.

The Board lacks full segregation of duties in certain areas, but relies upon compensating controls in place to help mitigate
the effects of these concerns:

The Board’s Deputy Executive Director and Accounting Director can sign checks and can post journal entries. The
compensating control is the review and supervision by an individual not performing the function and that an entry
cannot be posted without additional approval.

The Board’s Reimbursement Director has the ability to bill, post payments, and write-off accounts receivable. The
compensating control is that all write-offs must be approved by the Accounting Director.

The payroll technician who processes payroll also has access to change hours, salaries, and pay rates in the payroll
system. The compensating control in place is an internal “payroll audit” for each payroll period that is completed
by the Staff Accountant.

The Board’s Executive Director can sign checks and has administrative rights to the general ledger. The
compensating control is the review and supervision by the Accounting Director and Deputy Executive Director.
The Accounting Director approves payroll runs, uploads information for direct deposit, generates payroll checks,
reviews and approves final payroll reports, and records payroll expense entries in the general ledger. The
compensating control is that electronic approval by a second person is required for posting entries. The Deputy
Executive Director approves all the Accounting Director’s posting.

We recommend that management review and discuss the above control points; where possible, segregating duties rather
than relying upon compensating controls, in order to provide a stronger control structure. Also, the effectiveness of
compensating controls is highly dependent upon the rigor and skepticism with which reviews are applied.

Current Status: Conditions still exist in fiscal year 2024.
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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.

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
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Accounting and Other Matters
June 30, 2024

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:

e The concentration or constraint.

e 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.

e 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.

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.
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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.



