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e BROWNEDWARDS

certified public accountants

Independent Auditor’s Report on Comments and Suggestions

To the Honorable Members of the City Council
City of Roanoke, Virginia
Roanoke, 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 Roanoke, Virginia (the “City”) as of and for the year
ended June 30, 2025, 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-
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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.

The City’s responses to our recommendations are included in this report. The responses were not
subjected to the auditing procedures applied in the audit of the financial statements and, accordingly, we
express no opinion on them.

This communication is intended solely for the information and use of the City of Roanoke, 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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Roanoke, Virginia
August 14, 2026




City of Roanoke, Virginia

Current Year Comments
June 30, 2025

Software Implementation (Material Weakness)

Due to software implementation at the start of the fiscal year, several balances at yearend needed substantial review and
adjusting to correct in preparation for the audit. Balances related to grant revenues, cash, and capital projects were the
most affected. This caused delays in the finance department’s reconciling of cash and in the completing of the City's audit.
It also resulted in numerous audit adjustments to correct balances. We recommend working with the software provider
and the City’s internal department of technology to improve the functionality of the system. Also, we recommend
continuing to test balances and reconciling throughout the year to ensure accuracy and completeness.

Management’s Response: Management concurs with the recommendation. The City will continue working with the
software provider and the internal Department of Technology to identify and address system functionality issues that
contributed to errors and delays in reconciling cash, grant revenues, and capital project balances. Management will also
strengthen its year-round review and reconciliation processes, including periodic testing of balances and timely
identification and correction of discrepancies. These efforts will help ensure the accuracy and completeness of financial
information and reduce the number of adjustments required during the annual audit.

Audit Adjustments (Significant Deficiency)

During the audit, we noted that several year-end adjustments were required to ensure that the financial statements were
prepared in accordance with accounting principles generally accepted in the United States of America. The adjustments
were related to capital assets, pensions, accounts payable, fund balance, long-term debt, earned revenue, and unearned
revenue. Financial statements should to be prepared in accordance with accounting principles generally accepted in the
United States of America. With regard to capital assets and long-term debt, it appears that the rollforward workbooks and
supporting schedules were not reviewed before year-end entries were made resulting in additional adjustments. Fund
balance was not reconciled to the prior year financial report. There is an increased risk of financial statement
misstatement. We recommend establishing procedures in which qualified supervisors are reviewing year-end workpapers
and reconciliations that feed into the final general ledger and focusing on the accuracy of year-end balances.

Management Response: Staffing and system implementation challenges contributed to this situation which has impacted
several fiscal years. Management has developed procedures to ensure that year-end workpapers, reconciliations, and
significant accounting entries are reviewed and approved by qualified supervisory personnel prior to incorporation into the
City's financial statements. Staff recruitment, hiring, training and development is ongoing along with the use of outside
consultants to ensure the City’s financial management needs are addressed.

OPEB - Dental Payments (Control Deficiency)

During walkthrough and testing of monthly dental payments, we observed that the amounts withheld and paid differed
from the total amount due for the month of January. Through inquiries, we learned that this type of difference has been
recurring for some time. Missed withholdings or payments may lead to a retiree having a lapse in dental insurance. We
recommend that differences be investigated and remedied so that each month is paid in full to avoid any potential lapses
in coverage.

Management’s Response: The City’s Retirement division will implement reconciliation of retiree withholdings effective with
fiscal year 2027 to ensure the deductions are proper and that coverage is consistent with the retiree’s election. As part of
this process, differences shall be investigated and resolved in a timely manner.



City of Roanoke, Virginia

Current Year Comments
June 30, 2025

Accounts Payable — Capital Projects (Control Deficiency)

During our audit procedures related to intergovernmental payables and receivables, it was noted that the City was not
reconciling their balances with the Schools. A similar item was noted during our review of capital assets, as the City was
not reconciling their capital projects with the Schools. We recommend that the City reconcile their receivables, payables,
and the capital projects with the Schools periodically throughout the year.

Management’s Response: Management concurs with the recommendation and will implement a documented quarterly
reconciliation process with the School Board Component Unit for intergovernmental receivables, payables, and capital
project activity.

Interfund Transfers (Control Deficiency)

A significant portion of "transfers" are recorded as revenues and expenditures within funds making transfers difficult to
reconcile, balance, and trace. An audit adjustment was required to correct transfer imbalance between funds.

Management’s Response: Management recognizes the importance of properly recording and classifying interfund
transfers to ensure that transactions can be accurately reconciled, balanced, and traced between funds. Management will
review current procedures and provide additional guidance to staff regarding the proper accounting and classification of
transfers.

Capital Projects Fund (Control Deficiency)

During our audit procedures we noted expenditures in Capital Projects Fund that do not appear to be directly related to
capital projects such as supplies, youth gang violence prevention, advertising, and employee tuition. According to
GASB 54, the Capital Projects Fund is used to account for and report financial resources that are restricted, committed, or
assigned to expenditure for capital outlays, including acquisition or construction of assets. We recommend reviewing
expenditures being recorded to Capital Projects Fund and determining if they meet the criteria established by GASB 54.

Management’s Response: Management concurs with this observation. Beginning in FY27, the City will utilize its General
Fund, or if applicable its Grants Special Revenue Fund, to account for non-recurring activities that are not capital projects.

Construction in Progress (Control Deficiency)

The construction in progress rollforward includes expenditures/expenses that are not all capitalizable. As a result, total
asset additions in the rollforward are much higher than the true amount of capitalizable additions that is reported in the
financial report, particularly Ex D and E. The GFOA issued a comment about this related to their reconciling between Exhibit
D, E, and Note 6.

Management’s Response: Management agrees with the finding. Management acknowledges the need for stronger
controls to ensure consistency among the CIP rollforward, the financial statement exhibits, and Note 6. To address this
deficiency, management will enhance its review and reconciliation procedures over CIP activity. Finance will perform a
detailed review of CIP expenditures to identify and remove non-capitalizable costs from the capital asset rollforward and
will reconcile capitalizable additions.



City of Roanoke, Virginia

Current Year Comments
June 30, 2025

Performance Agreements (Control Deficiency)

We noted that certain information related to and components of a performance agreement were missing from the
performance agreement workbook related to the Economic Development Authority. We recommend working with the
Economic Development Authority’s management to update the performance agreement workbook to track all
components of the performance agreements.

Management’s Response: Management has addressed this control deficiency by implementing a performance agreement
tracking mechanism for the performance agreement in question.

Internal Service Fund (Control Deficiency)

The City uses the Internal Services Fund to cover the cost of claims made against the City either for medical and dental,
workers’ compensation, or other general liabilities and the related litigation expenses. Internal service funds are
established by local governments to report any activity that provides goods or services to other funds, departments, or
agencies of the primary government and its component units, or to other governments, on a cost-reimbursement basis.
The table below shows the loss before transfers, transfers in from the General Fund, and ending net position in the City’s
Internal Services Fund for the last five years:

Year Ended Income (Loss) Transfers from Net Position
June 30, Before Transfer General Fund (Deficit)
2024 S (999,865) S 1,773,000 S (4,151,262)
2023 (3,858,627) 1,498,000 (4,924,397)
2022 (1,192,408) 610,000 (2,563,770)
2021 (1,728,657) 2,000,000 (1,981,362)
2020 2,768,629 - (2,252,705)

Based on the data provided above, the costs have accumulated over the last few years and have not been allocated back
to the various departments and funds on a cost-reimbursement basis. We recommend that the City review their
methodology and approach for tracking the activity in the internal service fund so that costs will be allocated to the proper
departments and funds and not accumulate in the internal services fund.

Management’s Response: The reason that costs accumulate in the Risk Management Internal Service Fund is that the fund
is used to record long-term, actuarially determined liabilities for the City’s self-insured risks. This includes workers’
compensation, auto and general liability claims. Other funds and departments are not billed for these. Rather, billings are
made to cover current year claims payments only. It should be noted that the City has a Risk Management Reserve policy,
and funding of this reserve is an important part of the City’s overall financial management. Management will review the
structure of this fund as part of the fiscal year 2028 budget development process to determine if changes should be
implemented.



City of Roanoke, Virginia

Prior Year Comments and Suggestions
June 30, 2025

Internal Services Fund (Control Deficiency)

Internal Service Fund (Risk Management) has a negative net position. We recommend that the City review their
methodology so that costs will be allocated to proper depts and funds don't accumulate in the Internal Service Fund.

Current Status: Still applicable
Segregation of Duties — Civic Facilities (Significant Deficiency)

We noted the Accounting Supervisor has administrative rights to accounting software. We noted that the Accounting
Supervisor is able to post journal entries, approve the journal entries, and prepare financial statements.

Current Status: The Accounting Supervisor no longer has administrative rights. The ability to post, approve, and prepare
financials is still applicable.

Management’s Response: Oracle system access of the Berglund Center’s Accounting Supervisor has been adjusted so that
the supervisor can prepare and post entries but not approve them. The General Manager now reviews and approves journal
entries.

Year-End Adjustments (Significant Deficiency)

Numerous adjustments were made as a result of audit work largely due to staff turnover and lack of preparedness for
audit. We recommend establishing procedures in which qualified supervisors are reviewing year-end workpapers and
reconciliations that feed into the final trial balance and financial statement reporting.

Current Status: Still applicable.



City of Roanoke, Virginia

Accounting and Other Matters
June 30, 2025

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. 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.

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.



City of Roanoke, Virginia

Accounting and Other Matters
June 30, 2025

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.

The GASB issued Statement No. 104, Disclosure of Certain Capital Asset in September 2024. The objective of this
Statement is to provide users of government financial statements with essential information about certain types of capital
assets.

This Statement requires certain types of capital assets to be disclosed separately in the capital assets note disclosures
required by Statement 34. Lease assets recognized in accordance with Statement No. 94, Public-Private and Public-Public
Partnerships and Availability Payment Arrangements, should be disclosed separately by major class of underlying asset in
the capital assets note disclosures. Subscription assets recognized in accordance with Statement No. 96, Subscription-
Based Information Technology Arrangements, also should be separately disclosed. In addition, this Statement requires
intangible assets other than those three types to be disclosed separately by major class.

This Statement also requires additional disclosures for capital assets held for sale. A capital asset is a capital asset held for
sale if (a) the government has decided to peruse the sale of the capital asset and (b) it is probable that the sale will be
finalized within one year of the financial statement date. Governments should consider relevant factors to evaluate the
likelihood of the capital asset being sold within the established time frame. This Statement requires that capital assets
held for sale be evaluated each reporting period. Governments should disclose (1) the ending balance of capital assets
held for sale, with separate disclosure for historical cost and accumulated depreciation by major class of asset, and (2) the
carrying amount of debt for which the capital assets held for sale are pledged as collateral for each major class of asset.

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



City of Roanoke, Virginia

Accounting and Other Matters
June 30, 2025

Current GASB Projects

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

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 preliminary views 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 preliminary views re-deliberation 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.

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 exposure draft period.



