Roanoke City Public Schools
Audit Committee Meeting
November 2, 2020
11:00 AM to 12:00 PM
School Administration Building
Media Center

1. Call To Order
The Committee Chair will call the meeting to order.
2. Presentation Of Audit Results For The June 30, 2020 Comprehensive Annual Financial
Report And School Activity Funds
Brown Edwards & Company will brief the committee on the results of the financial audit
for the fiscal year ended June 30, 2020.
Documents:
06-20 ML - ROANOKE CITY PUBLIC SCHOOLS - FINAL.PDF
06-20 ML - ROANOKE CITY PUBLIC SCHOOLS SAF - FINAL.PDF
06-20 RPT - ROANOKE CITY PUBLIC SCHOOLS SAF - FINAL.PDF
06-20 VRS RPT - ROANOKE CITY PUBLIC SCHOOLS - FINAL.PDF
3. Other Business
The Committee Chair will ask members of the Committee and staff if they have any other
business for discussion.
4. Adjournment
The Committee Chair will adjourn the meeting.
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INDEPENDENT AUDITOR’S REPORT
ON COMMENTS AND OTHER SUGGESTIONS

To the Honorable Members of the School Board
City of Roanoke, Virginia
In planning and performing our audit of the financial statements of the governmental activities, each
major fund, and the remaining fund information of the School Board of the City of Roanoke, Virginia
(the “School Board”), a component unit of the City of Roanoke, Virginia, as of and for the year ended
June 30, 2020, 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 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, but not for the purpose of expressing an opinion on the effectiveness
of the School Board’s internal control. Accordingly, we do not express an opinion on the effectiveness
of the School Board’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 School Board’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 became 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 are 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. A review of the status of our prior year
comments and suggestions is included on page 4.
Management’s written responses to the items identified in our audits have not been subjected to the
audit procedures applied in the audits of the financial statements and, accordingly, we express no
opinion on them.
This communication is intended solely for the information and use of the 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.

CERTIFIED PUBLIC ACCOUNTANTS
Roanoke, Virginia
October 30, 2020
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CURRENT YEAR COMMENTS AND SUGGESTIONS
A. INFORMATION SECURITY POLICY
During the review of the IT environment, it was noted that there was no formal policy to address information
security. We recommend that the School Board implement a formal policy that addresses information security
that specifically defines security objectives as well as documented standards and procedures where necessary.
Management’s Response: Though School Board Policy IIBEA-R: Technology Use Guidelines does have a
section on security, management acknowledges that there is no formal policy specifically addressing
information security. The School Board Audit Committee initiated an external program audit of technology
during 2020 which is nearing completion. Management will develop recommendations for the School Board
as relates to policy, based on this recommendation and any other recommendations that might result from
the technology program audit, as directed by the School Board Audit Committee.
B. SUPER USERS/SYSTEM ADMINISTRATORS
The School Board has two full system administrators on the Keystone system (Chief Financial Officer and
Business Systems Analyst) who can alter or change permissions on existing accounts. Both administrators
can adjust and grant access; however, none of these individuals can provide a new login or sign-on for a new
employee. The system administrators include personnel from the accounting department who provide limited
monitoring of the system. There is an audit report that identifies changes, however, there did not appear to be
any regular review of this report to help ensure the system administrators have not made unauthorized
changes. We recommend consideration be made to have a non super-user perform a documented review of
these reports.
For any application controls that include approvals or acknowledgement, or dependence on the login
positively identifying the approver or reviewer, this could lead to a deficiency if the control is significant or
key to an accounting or control cycle. This increases risk and necessitates both an expansion in breadth and
depth of audit procedures. We recommend that any areas identified be considered for additional
compensating controls.
Management’s Response: Management has created a query of specified users’ actions in the system to run
and deliver directly through the system to the Chief Financial Officer on a monthly basis. Management will
continue to evaluate how best to implement a review process for actions taken in the system by the CFO.
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SUMMARY OF THE STATUS OF
PRIOR YEAR COMMENTS AND SUGGESTIONS
A. HOSTED THIRD-PARTY CORE SOFTWARE – SUPER USERS/SYSTEM ADMINISTRATORS
The School Board has three full system administrators on the Aptafund system (Deputy Superintendent) who
can alter or change permissions on existing accounts. All three administrators can adjust and grant access;
however, none of these individuals can provide a new login or sign-on for a new employee. This can only be
requested by the Deputy Superintendent and set up by Harris, the software vendor. The system administrators
include personnel from the accounting department who provide limited monitoring of the system. There did
not appear to be any regular review of all actions taken by super-user/system administrator logs from the
Aptafund system to help ensure either the third-party vendor, or the system administrators have not made
unauthorized changes. Our understanding is this was at least partially due to the voluminous log reports. We
recommend consideration be made to filter these reports and have a non super-user perform a documented
review of these reports.
For any application controls that include approvals or acknowledgement, or dependence on the login
positively identifying the approver or reviewer, this could lead to a deficiency if the control is significant or
key to an accounting or control cycle. This increases risk and necessitates both an expansion in breadth and
depth of audit procedures. We recommend that any areas identified be considered for additional
compensating controls.
Current Status: See current year comment after the implementation of the new software, Keystone.
B. PURCHASING COOPERATIVES
The School Board participates in purchasing cooperatives which allow for participants from various
governmental entities to combine purchasing power in order to obtain more favorable contracts with suppliers
in a more cost effective manner. While the procurement processes of these contracts are handled by the
cooperative, we recommend that the School Board should, at a minimum, gain an understanding of the
procurement processes being used by the cooperatives that it participates in. This will help ensure that
contracts entered into by the School Board using these cooperatives are procured in a manner that is in
compliance with the procurement standards in place at the School Board and in compliance with State and
Federal requirements.
Current Status: No longer applicable, policies were updated during the fiscal year.

(Continued)
4

SUMMARY OF THE STATUS OF
PRIOR YEAR COMMENTS AND SUGGESTIONS
C. PROCUREMENT POLICIES
During fiscal year 2019, the sections of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance) covering procurement became effective after a three-year grace period on the implementation date.
The Uniform Guidance requires entities to have written policies and procedures in place covering many types
of procurement situations, including conflicts of interest, avoidance of geographical preferences, bidding
thresholds, value engineering, and others. While many of the requirements are covered in the School Board’s
existing written policies, we noted a few areas that were not included. We recommend that the School Board
update policies to cover these areas as well so procurement policies are fully compliant with the Uniform
Guidance. Those areas that should be included and/or revised were:
1. Written policies to enter into state and local intergovernmental agreements for common or shared
goods when appropriate.
2. Written procedures for use of value engineering clauses.
3. Written procedures for the handling of protests, disputes, claims, and source evaluation.
4. Written policies that prohibits use of geographical preferences in the evaluation of bids and proposals.
5. Written policies that include all required items for procurement methods used by the School Board
including procurement by sealed bids, competitive proposals, and noncompetitive proposals.
6. Written procedures for the use of a cost or price analysis in connection with every procurement action
in excess of the Simplified Acquisition Threshold (currently $250,000).
7. Written policies to ensure compliance with bonding requirements for construction or facility
improvement contracts or subcontracts exceeding the Simplified Acquisition Threshold.
8. Written procedures to comply with Section 6002 of the Solid Waste Disposal Act.
9. Written policies to ensure that all required clauses from Appendix II of the Uniform Guidance are
included in all contracts for which federal funds will be used for all or part of the contract.
Some of these items are currently addressed in practice by the School Board, however, the Uniform Guidance
requires written policies and procedures, so we recommend that all items be documented in a written policy
document.
Current Status: No longer applicable, policies were updated during the fiscal year.
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ACCOUNTING AND OTHER MATTERS
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 effective dates below are updated based on
Statement No. 95, Postponement of the Effective Dates of Certain Authoritative Guidance due to the
COVID-19 pandemic.
The GASB issued Statement No. 84, Fiduciary Activities in January 2017. The objective of this Statement is to
improve guidance regarding the identification of fiduciary activities for accounting and financial reporting
purposes and how those activities should be reported.
This Statement establishes criteria for identifying fiduciary activities of all state and local governments. The focus
of the criteria generally is on (1) whether a government is controlling the assets of the fiduciary activity and
(2) the beneficiaries with whom a fiduciary relationship exists. Separate criteria are included to identify fiduciary
component units and postemployment benefit arrangements that are fiduciary activities.
An activity meeting the criteria should be reported in a fiduciary fund in the basic financial statements.
Governments with activities meeting the criteria should present a statement of fiduciary net position and a
statement of changes in fiduciary net position. An exception to that requirement is provided for a business-type
activity that normally expects to hold custodial assets for three months or less.
This Statement describes four fiduciary funds that should be reported, if applicable: (1) pension (and other
employee benefit) trust funds, (2) investment trust funds, (3) private-purpose trust funds, and (4) custodial funds.
Custodial funds generally should report fiduciary activities that are not held in a trust or equivalent arrangement
that meets specific criteria.
A fiduciary component unit, when reported in the fiduciary fund financial statements of a primary government,
should combine its information with its component units that are fiduciary component units and aggregate that
combined information with the primary government’s fiduciary funds.
This Statement also provides for recognition of a liability to the beneficiaries in a fiduciary fund when an event
has occurred that compels the government to disburse fiduciary resources. Events that compel a government to
disburse fiduciary resources occur when a demand for the resources has been made or when no further action,
approval, or condition is required to be taken or met by the beneficiary to release the assets.
The requirements of this Statement are effective for reporting periods beginning after December 15, 2019.
The GASB issued Statement No. 87, Leases in June 2017. The objective of this Statement is to better meet the
information needs of financial statement users by improving accounting and financial reporting for leases by
governments. This Statement increases the usefulness of governments’ financial statements by requiring
recognition of certain lease assets and liabilities for leases that previously were classified as operating leases and
recognized as inflows of resources or outflows of resources based on the payment provisions of the contract. It
establishes a single model for lease accounting based on the foundational principle that leases are financings of
the right to use an underlying asset. Under this Statement, a lessee is required to recognize a lease liability and an
intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a deferred inflow of
resources, thereby enhancing the relevance and consistency of information about governments’ leasing activities.

(Continued)
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ACCOUNTING AND OTHER MATTERS
Definition of a Lease
A lease is defined as a contract that conveys control of the right to use another entity’s nonfinancial asset (the
underlying asset) as specified in the contract for a period of time in an exchange or exchange-like transaction.
Examples of nonfinancial assets include buildings, land, vehicles, and equipment. Any contract that meets this
definition should be accounted for under the leases guidance, unless specifically excluded in this Statement.
Lease Term
The lease term is defined as the period during which a lessee has a noncancelable right to use an underlying asset,
plus the following periods, if applicable:
a. Periods covered by a lessee’s option to extend the lease if it is reasonably certain, based on all relevant
factors, that the lessee will exercise that option.
b. Periods covered by a lessee’s option to terminate the lease if it is reasonably certain, based on all relevant
factors, that the lessee will not exercise that option.
c. Periods covered by a lessor’s option to extend the lease if it is reasonably certain, based on all relevant
factors, that the lessor will exercise that option.
d. Periods covered by a lessor’s option to terminate the lease if it is reasonably certain, based on all relevant
factors, that the lessor will not exercise that option.
A fiscal funding or cancellation clause should affect the lease term only when it is reasonably certain that the
clause will be exercised.
Lessees and lessors should reassess the lease term only if one or more of the following occur:
a. The lessee or lessor elects to exercise an option even though it was previously determined that it was
reasonably certain that the lessee or lessor would not exercise that option.
b. The lessee or lessor elects not to exercise an option even though it was previously determined that it was
reasonably certain that the lessee or lessor would exercise that option.
c. An event specified in the lease contract that requires an extension or termination of the lease takes place.
Short-Term Leases
A short-term lease is defined as a lease that, at the commencement of the lease term, has a maximum possible
term under the lease contract of 12 months (or less), including any options to extend, regardless of their
probability of being exercised. Lessees and lessors should recognize short-term lease payments as outflows of
resources or inflows of resources, respectively, based on the payment provisions of the lease contract.
Lessee Accounting
A lessee should recognize a lease liability and a lease asset at the commencement of the lease term, unless the
lease is a short-term lease or it transfers ownership of the underlying asset. The lease liability should be measured
at the present value of payments expected to be made during the lease term (less any lease incentives). The lease
asset should be measured at the amount of the initial measurement of the lease liability, plus any payments made
to the lessor at or before the commencement of the lease term and certain direct costs.
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ACCOUNTING AND OTHER MATTERS
A lessee should reduce the lease liability as payments are made and recognize an outflow of resources (for
example, expense) for interest on the liability. The lessee should amortize the lease asset in a systematic and
rational manner over the shorter of the lease term or the useful life of the underlying asset. The notes to financial
statements should include a description of leasing arrangements, the amount of lease assets recognized, and a
schedule of future lease payments to be made.
Lessor Accounting
A lessor should recognize a lease receivable and a deferred inflow of resources at the commencement of the lease
term, with certain exceptions for leases of assets held as investments, certain regulated leases, short-term leases,
and leases that transfer ownership of the underlying asset. A lessor should not derecognize the asset underlying
the lease. The lease receivable should be measured at the present value of lease payments expected to be received
during the lease term. The deferred inflow of resources should be measured at the value of the lease receivable
plus any payments received at or before the commencement of the lease term that relate to future periods.
A lessor should recognize interest revenue on the lease receivable and an inflow of resources (for example,
revenue) from the deferred inflows of resources in a systematic and rational manner over the term of the lease.
The notes to financial statements should include a description of leasing arrangements and the total amount of
inflows of resources recognized from leases.
Contracts with Multiple Components and Contract Combinations
Generally, a government should account for the lease and nonlease components of a lease as separate contracts. If
a lease involves multiple underlying assets, lessees and lessors in certain cases should account for each underlying
asset as a separate lease contract. To allocate the contract price to different components, lessees and lessors should
use contract prices for individual components as long as they do not appear to be unreasonable based on
professional judgment, or use professional judgment to determine their best estimate if there are no stated prices
or if stated prices appear to be unreasonable. If determining a best estimate is not practicable, multiple
components in a lease contract should be accounted for as a single lease unit. Contracts that are entered into at or
near the same time with the same counterparty and that meet certain criteria should be considered part of the same
lease contract and should be evaluated in accordance with the guidance for contracts with multiple components.
Lease Modifications and Terminations
An amendment to a lease contract should be considered a lease modification, unless the lessee’s right to use the
underlying asset decreases, in which case it would be a partial or full lease termination. A lease termination
should be accounted for by reducing the carrying values of the lease liability and lease asset by a lessee, or the
lease receivable and deferred inflows of resources by the lessor, with any difference being recognized as a gain or
loss. A lease modification that does not qualify as a separate lease should be accounted for by remeasuring the
lease liability and adjusting the related lease asset by a lessee and remeasuring the lease receivable and adjusting
the related deferred inflows of resources by a lessor.
Subleases and Leaseback Transactions
Subleases should be treated as transactions separate from the original lease. The original lessee that becomes the
lessor in a sublease should account for the original lease and the sublease as separate transactions, as a lessee and
lessor, respectively.
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ACCOUNTING AND OTHER MATTERS
A transaction qualifies for sale-leaseback accounting only if it includes a sale. Otherwise, it is a borrowing. The
sale and lease portions of a transaction should be accounted for as separate sale and lease transactions, except that
any difference between the carrying value of the capital asset that was sold and the net proceeds from the sale
should be reported as a deferred inflow of resources or a deferred outflow of resources and recognized over the
term of the lease.
A lease-leaseback transaction should be accounted for as a net transaction. The gross amounts of each portion of
the transaction should be disclosed.
The requirements of this Statement are effective for fiscal years beginning after June 15, 2021.
The GASB issued Statement No. 88, Certain Disclosures Related to Debt, including Direct Borrowings and
Direct Placements in March 2018. The primary objective of this Statement is to improve the information that is
disclosed in notes to government financial statements related to debt, including direct borrowings and direct
placements. It also clarifies which liabilities governments should include when disclosing information related to
debt.
This Statement defines debt for purposes of disclosure in notes to financial statements as a liability that arises
from a contractual obligation to pay cash (or other assets that may be used in lieu of cash) in one or more
payments to settle an amount that is fixed at the date the contractual obligation is established.
This Statement requires that additional essential information related to debt be disclosed in notes to financial
statements, including unused lines of credit; assets pledged as collateral for the debt; and terms specified in debt
agreements related to significant events of default with finance-related consequences, significant termination
events with finance-related consequences, and significant subjective acceleration clauses.
For notes to financial statements related to debt, this Statement also requires that existing and additional
information be provided for direct borrowings and direct placements of debt separately from other debt.
The requirements of this Statement are effective for reporting periods beginning after June 15, 2019.
The GASB issued Statement No. 89, Accounting for Interest Cost Incurred before the End of a Construction
Period in June 2018. The objectives of this Statement are (1) to enhance the relevance and comparability of
information about capital assets and the cost of borrowing for a reporting period and (2) to simplify accounting
for interest cost incurred before the end of a construction period.
This Statement establishes accounting requirements for interest cost incurred before the end of a construction
period. Such interest cost includes all interest that previously was accounted for in accordance with the
requirements of paragraphs 5–22 of Statement No. 62, Codification of Accounting and Financial Reporting
Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, which are superseded by this
Statement. This Statement requires that interest cost incurred before the end of a construction period be
recognized as an expense in the period in which the cost is incurred for financial statements prepared using the
economic resources measurement focus. As a result, interest cost incurred before the end of a construction period
will not be included in the historical cost of a capital asset reported in a business-type activity or enterprise fund.
This Statement also reiterates that in financial statements prepared using the current financial resources
measurement focus, interest cost incurred before the end of a construction period should be recognized as an
expenditure on a basis consistent with governmental fund accounting principles.
The requirements of this Statement are effective for reporting periods beginning after December 15, 2020. The
requirements of this Statement should be applied prospectively.
(Continued)
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ACCOUNTING AND OTHER MATTERS
The GASB issued Statement No. 90, Majority Equity Interests, an amendment of GASB Statements No. 14 and
No. 61 in August 2018. This Statement improves the consistency and comparability of reporting a government’s
majority equity interest in a legally separate organization and improves the relevance of financial statement
information for certain component units. It defines a majority equity interest and specifies that a majority equity
interest in a legally separate organization should be reported as an investment if a government’s holding of the
equity interest meets the definition of an investment. A majority equity interest that meets the definition of an
investment should be measured using the equity method, unless it is held by a special-purpose government
engaged only in fiduciary activities, a fiduciary fund, or an endowment (including permanent and term
endowments) or permanent fund. Those governments and funds should measure the majority equity interest at fair
value.
For all other holdings of a majority equity interest in a legally separate organization, a government should report
the legally separate organization as a component unit, and the government or fund that holds the equity interest
should report an asset related to the majority equity interest using the equity method. This Statement establishes
that ownership of a majority equity interest in a legally separate organization results in the government being
financially accountable for the legally separate organization and, therefore, the government should report that
organization as a component unit.
This Statement also requires that a component unit in which a government has a 100 percent equity interest
account for its assets, deferred outflows of resources, liabilities, and deferred inflows of resources at acquisition
value at the date the government acquired a 100 percent equity interest in the component unit. Transactions
presented in flows statements of the component unit in that circumstance should include only transactions that
occurred subsequent to the acquisition.
The requirements of this Statement are effective for reporting periods beginning after December 15, 2019. The
requirements should be applied retroactively, except for the provisions related to (1) reporting a majority equity
interest in a component unit and (2) reporting a component unit if the government acquires a 100 percent
equity interest. Those provisions should be applied on a prospective basis.
The GASB issued Statement No. 91, Conduit Debt Obligations in May 2019. The primary objectives of this
Statement are to provide a single method of reporting conduit debt obligations by issuers and eliminate diversity
in practice associated with (1) commitments extended by issuers, (2) arrangements associated with conduit debt
obligations, and (3) related note disclosures. This Statement achieves those objectives by clarifying the existing
definition of a conduit debt obligation; establishing that a conduit debt obligation is not a liability of the issuer;
establishing standards for accounting and financial reporting of additional commitments and voluntary
commitments extended by issuers and arrangements associated with conduit debt obligations; and improving
required note disclosures.
A conduit debt obligation is defined as a debt instrument having all of the following characteristics:






There are at least three parties involved: (1) an issuer, (2) a third-party obligor, and (3) a debt holder or a
debt trustee.
The issuer and the third-party obligor are not within the same financial reporting entity.
The debt obligation is not a parity bond of the issuer, nor is it cross-collateralized with other debt of the
issuer.
The third-party obligor or its agent, not the issuer, ultimately receives the proceeds from the debt
issuance.
The third-party obligor, not the issuer, is primarily obligated for the payment of all amounts associated
with the debt obligation (debt service payments).
(Continued)
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All conduit debt obligations involve the issuer making a limited commitment. Some issuers extend additional
commitments or voluntary commitments to support debt service in the event the third party is, or will be, unable
to do so.
An issuer should not recognize a conduit debt obligation as a liability. However, an issuer should recognize a
liability associated with an additional commitment or a voluntary commitment to support debt service if certain
recognition criteria are met. As long as a conduit debt obligation is outstanding, an issuer that has made an
additional commitment should evaluate at least annually whether those criteria are met. An issuer that has made
only a limited commitment should evaluate whether those criteria are met when an event occurs that causes the
issuer to reevaluate its willingness or ability to support the obligor’s debt service through a voluntary
commitment.
This Statement also addresses arrangements—often characterized as leases—that are associated with conduit debt
obligations. In those arrangements, capital assets are constructed or acquired with the proceeds of a conduit debt
obligation and used by third-party obligors in the course of their activities. Payments from third-party obligors are
intended to cover and coincide with debt service payments. During those arrangements, issuers retain the titles to
the capital assets. Those titles may or may not pass to the obligors at the end of the arrangements.
Issuers should not report those arrangements as leases, nor should they recognize a liability for the related conduit
debt obligations or a receivable for the payments related to those arrangements. In addition, the following
provisions apply:


If the title passes to the third-party obligor at the end of the arrangement, an issuer should not recognize a
capital asset.



If the title does not pass to the third-party obligor and the third party has exclusive use of the entire capital
asset during the arrangement, the issuer should not recognize a capital asset until the arrangement ends.



If the title does not pass to the third-party obligor and the third party has exclusive use of only portions of
the capital asset during the arrangement, the issuer, at the inception of the arrangement, should recognize
the entire capital asset and a deferred inflow of resources. The deferred inflow of resources should be
reduced, and an inflow recognized, in a systematic and rational manner over the term of the arrangement.

This Statement requires issuers to disclose general information about their conduit debt obligations, organized by
type of commitment, including the aggregate outstanding principal amount of the issuers’ conduit debt obligations
and a description of each type of commitment. Issuers that recognize liabilities related to supporting the debt
service of conduit debt obligations also should disclose information about the amount recognized and how the
liabilities changed during the reporting period.
The requirements of this Statement are effective for reporting periods beginning after December 15, 2021.
The GASB issued Statement No. 92, Omnibus 2020 in January 2020. The primary objectives of this Statement
are to enhance comparability in accounting and financial reporting and to improve the consistency of authoritative
literature by addressing practice issues that have been identified during implementation and application of certain
GASB Statements. This Statement addresses a variety of topics and includes specific provisions about the
following:



The effective date of Statement No. 87, Leases, and Implementation Guide No. 2019-3, Leases, for
interim financial reports.
Reporting of intra-entity transfers of assets between a primary government employer and a component
unit defined benefit pension plan or defined benefit other postemployment benefit (OPEB) plan.
(Continued)
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The applicability of Statements No. 73, Accounting and Financial Reporting for Pensions and Related
Assets That Are Not within the Scope of GASB Statement 68, and Amendments to Certain Provisions of
GASB Statements 67 and 68, as amended, and No. 74, Financial Reporting for Postemployment Benefit
Plans Other Than Pension Plans, as amended, to reporting assets accumulated for postemployment
benefits.



The applicability of certain requirements of Statement No. 84, Fiduciary Activities, to postemployment
benefit arrangements.



Measurement of liabilities (and assets, if any) related to asset retirement obligations (AROs) in a
government acquisition.



Reporting by public entity risk pools for amounts that are recoverable from reinsurers or excess insurers



Reference to nonrecurring fair value measurements of assets or liabilities in authoritative literature.



Terminology used to refer to derivative instruments.

The requirements related to the effective date of Statement 87 and Implementation Guide 2019-3, reinsurance
recoveries, and terminology used to refer to derivative instruments are effective upon issuance. The
requirements related to intra-entity transfers of assets and those related to the applicability of Statements 73
and 74 and application of Statement 84 to postemployment benefit arrangements and those related to
nonrecurring fair value measurements of assets or liabilities are effective for fiscal years beginning after
June 15, 2021. The requirements related to the measurement of liabilities (and assets, if any) associated with
AROs in a government acquisition are effective for government acquisitions occurring in reporting periods
beginning after June 15, 2021.
The GASB issued Statement No. 93, Replacement of Interbank Offered Rates in March 2020. Some
governments have entered into agreements in which variable payments made or received depend on an interbank
offered rate (IBOR)—most notably, the London Interbank Offered Rate (LIBOR). As a result of global reference
rate reform, LIBOR is expected to cease to exist in its current form at the end of 2021, prompting governments to
amend or replace financial instruments for the purpose of replacing LIBOR with other reference rates, by either
changing the reference rate or adding or changing fallback provisions related to the reference rate.
Statement No. 53, Accounting and Financial Reporting for Derivative Instruments, as amended, requires a
government to terminate hedge accounting when it renegotiates or amends a critical term of a hedging derivative
instrument, such as the reference rate of a hedging derivative instrument’s variable payment. In addition, in
accordance with Statement No. 87, Leases, as amended, replacement of the rate on which variable payments
depend in a lease contract would require a government to apply the provisions for lease modifications, including
remeasurement of the lease liability or lease receivable.
The objective of this Statement is to address those and other accounting and financial reporting implications that
result from the replacement of an IBOR. This Statement achieves that objective by:


Providing exceptions for certain hedging derivative instruments to the hedge accounting termination
provisions when an IBOR is replaced as the reference rate of the hedging derivative instrument’s variable
payment.



Clarifying the hedge accounting termination provisions when a hedged item is amended to replace the
reference rate.



Clarifying that the uncertainty related to the continued availability of IBORs does not, by itself, affect the
assessment of whether the occurrence of a hedged expected transaction is probable.
(Continued)
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Removing LIBOR as an appropriate benchmark interest rate for the qualitative evaluation of the
effectiveness of an interest rate swap.



Identifying a Secured Overnight Financing Rate and the Effective Federal Funds Rate as appropriate
benchmark interest rates for the qualitative evaluation of the effectiveness of an interest rate swap.



Clarifying the definition of reference rate, as it is used in Statement 53, as amended.

Providing an exception to the lease modifications guidance in Statement 87, as amended, for certain lease
contracts that are amended solely to replace an IBOR as the rate upon which variable payments depend.
The removal of LIBOR as an appropriate benchmark interest rate is effective for reporting periods ending
after December 31, 2022. All other requirements of this Statement are effective for reporting periods beginning
after June 15, 2021.
The GASB issued Statement No. 94, Public-Private and Public-Public Partnerships and Availability Payment
Arrangements in March 2020. The primary objective of this Statement is to improve financial reporting by
addressing issues related to public-private and public-public partnership arrangements (PPPs). As used in this
Statement, a PPP is an arrangement in which a government (the transferor) contracts with an operator (a
governmental or nongovernmental entity) to provide public services by conveying control of the right to operate
or use a nonfinancial asset, such as infrastructure or other capital asset (the underlying PPP asset), for a period of
time in an exchange or exchange-like transaction. Some PPPs meet the definition of a service concession
arrangement (SCA), which the Board defines in this Statement as a PPP in which (1) the operator collects and is
compensated by fees from third parties; (2) the transferor determines or has the ability to modify or approve
which services the operator is required to provide, to whom the operator is required to provide the services, and
the prices or rates that can be charged for the services; and (3) the transferor is entitled to significant residual
interest in the service utility of the underlying PPP asset at the end of the arrangement.
This Statement also provides guidance for accounting and financial reporting for availability payment
arrangements (APAs). As defined in this Statement, an APA is an arrangement in which a government
compensates an operator for services that may include designing, constructing, financing, maintaining, or
operating an underlying nonfinancial asset for a period of time in an exchange or exchange-like transaction.
This Statement requires that PPPs that meet the definition of a lease apply the guidance in Statement
No. 87, Leases, as amended, if existing assets of the transferor that are not required to be improved by the
operator as part of the PPP arrangement are the only underlying PPP assets and the PPP does not meet the
definition of an SCA. This Statement provides accounting and financial reporting requirements for all other PPPs:
those that either (1) meet the definition of an SCA or (2) are not within the scope of Statement 87, as amended (as
clarified by this Statement). The PPP term is defined as the period during which an operator has a noncancellable
right to use an underlying PPP asset, plus, if applicable, certain periods if it is reasonably certain, based on all
relevant factors, that the transferor or the operator either will exercise an option to extend the PPP or will not
exercise an option to terminate the PPP.

(Continued)
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A transferor generally should recognize an underlying PPP asset as an asset in financial statements prepared using
the economic resources measurement focus. However, in the case of an underlying PPP asset that is not owned by
the transferor or is not the underlying asset of an SCA, a transferor should recognize a receivable measured based
on the operator’s estimated carrying value of the underlying PPP asset as of the expected date of the transfer in
ownership. In addition, a transferor should recognize a receivable for installment payments, if any, to be received
from the operator in relation to the PPP. Measurement of a receivable for installment payments should be at the
present value of the payments expected to be received during the PPP term. A transferor also should recognize a
deferred inflow of resources for the consideration received or to be received by the transferor as part of the PPP.
Revenue should be recognized by a transferor in a systematic and rational manner over the PPP term. This
Statement requires a transferor to recognize a receivable for installment payments and a deferred inflow of
resources to account for a PPP in financial statements prepared using the current financial resources measurement
focus. Governmental fund revenue would be recognized in a systematic and rational manner over the PPP term.
This Statement also provides specific guidance in financial statements prepared using the economic resources
measurement focus for a government that is an operator in a PPP that either (1) meets the definition of an SCA or
(2) is not within the scope of Statement 87, as amended (as clarified in this Statement). An operator should report
an intangible right-to-use asset related to an underlying PPP asset that either is owned by the transferor or is the
underlying asset of an SCA. Measurement of the right-to-use asset should be the amount of consideration to be
provided to the transferor, plus any payments made to the transferor at or before the commencement of the PPP
term, and certain direct costs. For an underlying PPP asset that is not owned by the transferor and is not the
underlying asset of an SCA, an operator should recognize a liability measured based on the estimated carrying
value of the underlying PPP asset as of the expected date of the transfer in ownership. In addition, an operator
should recognize a liability for installment payments, if any, to be made to the transferor in relation to the PPP.
Measurement of a liability for installment payments should be at the present value of the payments expected to be
made during the PPP term. An operator also should recognize a deferred outflow of resources for the
consideration provided or to be provided to the transferor as part of the PPP. Expense should be recognized by an
operator in a systematic and rational manner over the PPP term.
This Statement also requires a government to account for PPP and non-PPP components of a PPP as separate
contracts. If a PPP involves multiple underlying assets, a transferor and an operator in certain cases should
account for each underlying PPP asset as a separate PPP. To allocate the contract price to different components, a
transferor and an operator should use contract prices for individual components as long as they do not appear to
be unreasonable based on professional judgment or use professional judgment to determine their best estimate if
there are no stated prices or if stated prices appear to be unreasonable. If determining the best estimate is not
practicable, multiple components in a PPP should be accounted for as a single PPP.
This Statement also requires an amendment to a PPP to be considered a PPP modification, unless the operator’s
right to use the underlying PPP asset decreases, in which case it should be considered a partial or full PPP
termination. A PPP termination should be accounted for by a transferor by reducing, as applicable, any receivable
for installment payments or any receivable related to the transfer of ownership of the underlying PPP asset and by
reducing the related deferred inflow of resources. An operator should account for a termination by reducing the
carrying value of the right-to-use asset and, as applicable, any liability for installment payments or liability to
transfer ownership of the underlying PPP asset. A PPP modification that does not qualify as a separate PPP should
be accounted for by remeasuring PPP assets and liabilities.

(Continued)
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An APA that is related to designing, constructing, and financing a nonfinancial asset in which ownership of the
asset transfers by the end of the contract should be accounted for by a government as a financed purchase of the
underlying nonfinancial asset. This Statement requires a government that engaged in an APA that contains
multiple components to recognize each component as a separate arrangement. An APA that is related to operating
or maintaining a nonfinancial asset should be reported by a government as an outflow of resources in the period to
which payments relate.
The requirements of this Statement are effective for reporting periods beginning after June 15, 2022.
The GASB issued Statement No. 96, Subscription-Based Information Technology Arrangements in May 2020.
This Statement provides guidance on the accounting and financial reporting for subscription-based information
technology arrangements (SBITAs) for government end users (governments). This Statement (1) defines a
SBITA; (2) establishes that a SBITA results in a right-to-use subscription asset—an intangible asset—and a
corresponding subscription liability; (3) provides the capitalization criteria for outlays other than subscription
payments, including implementation costs of a SBITA; and (4) requires note disclosures regarding a SBITA. To
the extent relevant, the standards for SBITAs are based on the standards established in Statement No. 87, Leases,
as amended.
A SBITA is defined as a contract that conveys control of the right to use another party’s (a SBITA vendor’s)
information technology (IT) software, alone or in combination with tangible capital assets (the underlying IT
assets), as specified in the contract for a period of time in an exchange or exchange-like transaction.
The subscription term includes the period during which a government has a noncancellable right to use the
underlying IT assets. The subscription term also includes periods covered by an option to extend (if it is
reasonably certain that the government or SBITA vendor will exercise that option) or to terminate (if it is
reasonably certain that the government or SBITA vendor will not exercise that option).
Under this Statement, a government generally should recognize a right-to-use subscription asset—an intangible
asset—and a corresponding subscription liability. A government should recognize the subscription liability at the
commencement of the subscription term—which is when the subscription asset is placed into service. The
subscription liability should be initially measured at the present value of subscription payments expected to be
made during the subscription term. Future subscription payments should be discounted using the interest rate the
SBITA vendor charges the government, which may be implicit, or the government’s incremental borrowing rate if
the interest rate is not readily determinable. A government should recognize amortization of the discount on the
subscription liability as an outflow of resources (for example, interest expense) in subsequent financial reporting
periods.
The subscription asset should be initially measured as the sum of (1) the initial subscription liability amount,
(2) payments made to the SBITA vendor before commencement of the subscription term, and (3) capitalizable
implementation costs, less any incentives received from the SBITA vendor at or before the commencement of the
subscription term. A government should recognize amortization of the subscription asset as an outflow of
resources over the subscription term.
Activities associated with a SBITA, other than making subscription payments, should be grouped into the
following three stages, and their costs should be accounted for accordingly:


Preliminary Project Stage, including activities such as evaluating alternatives, determining needed
technology, and selecting a SBITA vendor. Outlays in this stage should be expensed as incurred.



Initial Implementation Stage, including all ancillary charges necessary to place the subscription asset into
service. Outlays in this stage generally should be capitalized as an addition to the subscription asset.
(Continued)
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Operation and Additional Implementation Stage, including activities such as subsequent implementation
activities, maintenance, and other activities for a government’s ongoing operations related to a SBITA.
Outlays in this stage should be expensed as incurred unless they meet specific capitalization criteria.

In classifying certain outlays into the appropriate stage, the nature of the activity should be the determining factor.
Training costs should be expensed as incurred, regardless of the stage in which they are incurred.
If a SBITA contract contains multiple components, a government should account for each component as a
separate SBITA or nonsubscription component and allocate the contract price to the different components. If it is
not practicable to determine a best estimate for price allocation for some or all components in the contract, a
government should account for those components as a single SBITA.
This Statement provides an exception for short-term SBITAs. Short-term SBITAs have a maximum possible term
under the SBITA contract of 12 months (or less), including any options to extend, regardless of their probability
of being exercised. Subscription payments for short-term SBITAs should be recognized as outflows of resources.
This Statement requires a government to disclose descriptive information about its SBITAs other than short-term
SBITAs, such as the amount of the subscription asset, accumulated amortization, other payments not included in
the measurement of a subscription liability, principal and interest requirements for the subscription liability, and
other essential information.
The requirements of this Statement are effective for reporting periods beginning after June 15, 2022.
The GASB issued Statement No. 97, Certain Component Unit Criteria, and Accounting and Financial
Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans – an Amendment of GASB
Statements No. 14 and No. 84, and a Supersession of GASB Statement No. 32 in June 2020. The primary
objectives of this Statement are to (1) increase consistency and comparability related to the reporting of fiduciary
component units in circumstances in which a potential component unit does not have a governing board and the
primary government performs the duties that a governing board typically would perform; (2) mitigate costs
associated with the reporting of certain defined contribution pension plans, defined contribution other
postemployment benefit (OPEB) plans, and employee benefit plans other than pension plans or OPEB plans
(other employee benefit plans) as fiduciary component units in fiduciary fund financial statements; and
(3) enhance the relevance, consistency, and comparability of the accounting and financial reporting for Internal
Revenue Code (IRC) Section 457 deferred compensation plans (Section 457 plans) that meet the definition of a
pension plan and for benefits provided through those plans.
This Statement requires that for purposes of determining whether a primary government is financially accountable
for a potential component unit, except for a potential component unit that is a defined contribution pension plan, a
defined contribution OPEB plan, or an other employee benefit plan (for example, certain Section 457 plans), the
absence of a governing board should be treated the same as the appointment of a voting majority of a governing
board if the primary government performs the duties that a governing board typically would perform.
This Statement also requires that the financial burden criterion in paragraph 7 of Statement No. 84, Fiduciary
Activities, be applicable to only defined benefit pension plans and defined benefit OPEB plans that are
administered through trusts that meet the criteria in paragraph 3 of Statement No. 67, Financial Reporting for
Pension Plans, or paragraph 3 of Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other
Than Pension Plans, respectively.
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This Statement (1) requires that a Section 457 plan be classified as either a pension plan or an other employee
benefit plan depending on whether the plan meets the definition of a pension plan and (2) clarifies that
Statement 84, as amended, should be applied to all arrangements organized under IRC Section 457 to determine
whether those arrangements should be reported as fiduciary activities.
This Statement supersedes the remaining provisions of Statement No. 32, Accounting and Financial Reporting for
Internal Revenue Code Section 457 Deferred Compensation Plans, as amended, regarding investment valuation
requirements for Section 457 plans. As a result, investments of all Section 457 plans should be measured as of the
end of the plan’s reporting period in all circumstances.
The requirements of this Statement that (1) exempt primary governments that perform the duties that a
governing board typically performs from treating the absence of a governing board the same as the
appointment of a voting majority of a governing board in determining whether they are financially accountable
for defined contribution pension plans, defined contribution OPEB plans, or other employee benefit plans and
(2) limit the applicability of the financial burden criterion in paragraph 7 of Statement 84 to defined benefit
pension plans and defined benefit OPEB plans that are administered through trusts that meet the criteria in
paragraph 3 of Statement 67 or paragraph 3 of Statement 74, respectively, are effective immediately.
The requirements of this Statement that are related to the accounting and financial reporting for Section 457
plans are effective for fiscal years beginning after June 15, 2021. For purposes of determining whether a
primary government is financially accountable for a potential component unit, the requirements of this
Statement that provide that for all other arrangements, the absence of a governing board be treated the same as
the appointment of a voting majority of a governing board if the primary government performs the duties that a
governing board typically would perform, are effective for reporting periods beginning after June 15, 2021.
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CURRENT GASB PROJECTS
GASB currently has a variety of projects in process. Some of these projects discussed below.
Conceptual Framework – Recognition. The project’s objective is to develop recognition criteria for whether
information should be reported in state and local governmental financial statements and when that information
should be reported. This project ultimately will lead to a Concepts Statement on recognition of elements of
financial statements. The project is currently in the exposure draft comment period, with an estimated completion
of February 2021.
Conceptual Framework – Disclosure. The project’s objective is to develop concepts related to a framework for
the development and evaluation of notes to financial statements for the purpose of improving the effectiveness of
note disclosures in government financial reports. The framework will establish criteria for the Board to use in
evaluating potential note disclosure requirements during future standards-setting activities and in reexamining
existing note disclosure requirements. Those concepts also will provide governments a basis for considering the
essentiality of information items for which the GASB does not specifically provide authoritative disclosure
guidance. This project is currently in exposure draft comment period.
Financial Reporting Model. The objective of this project is to make improvements to the financial reporting
model, including Statement No. 34, Basic Financial Statements – and Management’s Discussion and Analysis –
for State and Local Governments, and other reporting model-related pronouncements (Statements No. 35, Basic
Financial Statements – and Management’s Discussion and Analysis – for Public Colleges and Universities, No.
37, Basic Financial Statements – and Management’s Discussion and Analysis – for State and Local Governments:
Omnibus, No. 41, Budgetary Comparison Schedules – Perspective Differences, and No. 46, Net Assets Restricted
by Enabling Legislation, and Interpretation No. 6, Recognition and Measurement of Certain Liabilities and
Expenditures in Governmental Fund Financial Statements). The objective of these improvements would be to
enhance the effectiveness of the model in providing information that is essential for decision-making and enhance
the ability to assess a government’s accounting and address certain application issues, based upon the results of
the pre-agenda research on the financial reporting model. The project is currently in the exposure draft comment
period, with an estimated completion of February 2021.
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. The project is
currently in the preliminary views comment period, with an estimated completion of February 2021.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
AND OTHER SUGGESTIONS

Honorable Members of the
City of Roanoke School Board
Roanoke, Virginia
In planning and performing our audit of the statement of cash receipts and expenditures of the Roanoke
City Public Schools School Activity Funds (the “Activity Funds”) for the year ended June 30, 2020, 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
statement and to comply with any other applicable standards, such as Government Auditing Standards,
but not for the purpose of expressing an opinion on the effectiveness of the Activity Funds’ internal
control. Accordingly, we do not express an opinion on the effectiveness of the Activity Funds’ internal
control.
Our consideration of internal control was for the limited purpose described in the preceding 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. However, as discussed below, we identified a deficiency in internal control that we
consider to be a material weakness.
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
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. The material weakness is included in the attached report and is
appropriately designated.
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. Any significant deficiencies noted are included in the attached report and are
appropriately designated.
Additionally, during our audit we became aware of certain matters that provide opportunities for
improving your accounting system and/or operating efficiency. Our comments and suggestions
regarding these matters are included in the attached report. Since our audit is not designed to include a
detailed review of all systems and procedures, these comments should not be considered as being all
inclusive of areas where improvements might be achieved. It is our hope that these suggestions will be
taken in the constructive light in which they are offered. In addition, Management’s responses to our
comments were not subject to the auditing procedures applied in the audit of the financial statement
and, accordingly, we express no opinion on them.

Your Success is Our Focus
319 McClanahan Street, S.W. • Roanoke, Virginia 24014-7705 • 540-345-0936 • Fax: 540-342-6181 • www.BEcpas.com

We have already discussed many of 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. Lastly, our review of the status of prior
year comments and suggestions is also included within this report.
This report is intended solely for the information and use of the School Board, management, and others
within Roanoke City Public Schools, and is not intended to be, and should not be, used by anyone other
than those specified parties.

CERTIFIED PUBLIC ACCOUNTANTS
Roanoke, Virginia
October 30, 2020
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COMMENTS ON INTERNAL CONTROL AND OTHER
SUGGESTIONS FOR YOUR CONSIDERATION
No additional comments this year, please note prior year comments that were repeated again in the current
year below.
SUMMARY OF THE STATUS OF
PRIOR YEAR COMMENTS AND OTHER SUGGESTIONS
A. CASH RECEIPTS (MATERIAL WEAKNESS)
Due to the decentralized nature of cash collections, it is not practical or cost beneficial to establish adequate
internal accounting controls to ensure that all cash receipts are recorded. Although the School Finance
Department conducts training sessions for the bookkeepers, developed an in-depth accounting manual, and
management represents that they have established open lines of communication between their office and the
school bookkeeper, there still exists a possibility that transactions may not be reflected in the accounting
records. This is a common situation among school activity funds and similar organizations.
Current Status: Still applicable.
B. SUPPORTING DOCUMENTATION
During the prior year testing of receipts, we noted 2 instances, totaling $661.00 out of a population of 362
where no supporting receipt documentation was available. We were able to verify the receipt by reviewing
the deposit on the bank statement. We suggest that copies of checks or other supporting documentation be
retained to ensure accuracy when posting.
Current Status: Still applicable. We noted 4 instances, totaling $391.00, out of a population of 347, where
no supporting receipt documentation was available.
Management’s Response: Management concurs with this recommendation. The school division continues
to offer training opportunities in an effort to better inform all staff who are involved in the handling of cash
deposits. Reminders that emphasize the importance of our control procedures are also frequently included in
the Fiscal Services Department’s quarterly newsletters.
C. USE OF RECEIPTS
During our testing, we noted that receipts are not issued by all teachers for all cash receipts. As noted above,
completeness of cash receipts is a weakness inherent to the decentralized nature of school activity funds.
While receipt issuance would not alleviate completeness of cash receipts as a weakness inherent to the
decentralized nature of school activity funds in its entirety, it would strengthen controls over cash received
and provide a system of control.
Current Status: Still applicable. During our current year testing of receipts, we noted 2 instances out of a
sample of 347, totaling $1,444.00 where a receipt was either not issued, could not be found, was incomplete,
or not accurately completed.
Management’s Response: Trainings continue to be offered to school and department secretaries and
bookkeepers, and school principals are provided with financial training information which they are expected
to cover with all staff in their buildings at least annually. These training opportunities will continue to be
offered, and reminders of procedures will continue to be included in the quarterly newsletters issued by the
Fiscal Services Department.
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SUMMARY OF THE STATUS OF
PRIOR YEAR COMMENTS AND OTHER SUGGESTIONS
(Continued)
D. TIMELY DEPOSITS OF RECEIPTS
During the prior year testing of receipts, we noted no receipts where it appeared there was a lag of one to two
days between preparation of the deposit slip and actual deposit at the financial institution.
Current Status: Still applicable. During our current year testing of receipts, we noted 7 instances out of a
sample of 347 totaling $19,357.90, where there was a lag between the preparation of the deposit slip and the
actual deposit. We suggested that deposits be made daily to reduce susceptibility of cash and checks received
to misappropriation.
Management’s Response: Management provides training and reminders to all staff members who are
responsible for preparing deposits that deposits should be made daily. However, Management recognizes
that this is not always possible. If a deposit comes in after the courier has already taken the day’s deposits,
or funds are taken in at school events after hours, for example, school administrators are instructed to lock
the funds in a safe or other secure location until it can be taken to the bank on the next business day. The
school division also partners with the City of Roanoke for armored car service to carry deposits to the Wells
Fargo Operations Center. Getting deposits directly to the operations center as opposed to various branches
across the city has improved accuracy on the part of the bank, and significantly reduced the risk to school
division employees who previously had to carry deposits to bank branches, but it has lengthened the transit
time between when the deposit leaves the school and when it is recorded by Wells Fargo.
E. COMPLETENESS OF DEPOSIT
During testing of receipts in a prior year, we noted 2 instances out of 362 items tested, where the deposit
varied from the supporting receipts. In general, we recommend that the bookkeeper make sure supporting
documentation agrees to deposit prior to taking the money to the bank. If there are differences, the
bookkeeper should follow-up with the individual submitting the receipts.
Current Status: Still applicable. We noted 1 instance totaling $369.00 out of a population of 347 where the
deposit slip did not agree to the remittance form.
Management’s Response: We noted 2 instances totaling $261.00 out of a population of 362 where the
deposit slip did not agree to the remittance form.
F. TIMELY REMITTANCE OF RECEIPTS BY TEACHERS
During testing of receipts in the prior year, we noted receipts where it appeared there was a lag of one to two
days between receipt of money by teachers and remittance of funds to the bookkeeper. We suggest that
teacher’s receipts be submitted to the bookkeeper on a daily basis. We had previously noted 16 instances,
totaling $2,558.80, out of a sample of 362 items tested, where a receipt was not deposited timely.
Current Status: Still applicable. During the current year, we noted receipts where there was a lag of at
least one day between receipt of money by teachers and remittances of funds to the bookkeeper. We noted 2
instances out of a population of 347, totaling $120.00, where a receipt was not deposited timely.
Management’s Response: Management concurs with this recommendation. With the significant demands
on teachers’ time, and the employee turnover inherent in an organization this size, we recognize that we will
never be able to completely prevent this issue. However, Management uses training opportunities to
emphasize the importance of this procedure, and Principals are provided with financial management
training materials at the beginning of each school year which they are told to review with all staff members
annually.
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SUMMARY OF THE STATUS OF
PRIOR YEAR COMMENTS AND OTHER SUGGESTIONS
(Continued)
G. PROCUREMENT APPROVAL
Through inquiry with management and our procedures in the prior year, we noted 2 disbursements out of 73
tested, totaling $612.00, where the approval for the order of the goods or services was not obtained until after
the order was placed or the goods or services were already received. While proper approval was eventually
obtained, the actual process of placing the order had already happened. We suggest that management ensure
that all approvals for purchases be obtained before those actions commence.
Current Status: Still applicable. During the current year, we noted 1 disbursement out of 82 tested, totaling
$100.00, where the approval for the order of the goods or services was not obtained until after the order was
placed or the goods or services were already received.
Management’s Response: When a purchase requisition is entered after the goods or services are received
(and the purchase is not a bona fide emergency purchase), the Purchasing Department sends the school a
“process letter” informing the principal that the school division’s purchasing process was not followed. The
letter describes the incident and infraction, and reminds the school leader of the proper procedures. If the
school continues to violate the purchasing process, this is addressed in the principal’s annual review. The
Fiscal Services Department provides regular trainings to administrators and bookkeepers, and includes
reminders and updates in its quarterly newsletter.

5

SUMMARY OF THE STATUS OF PRIOR YEAR COMMENTS
AND OTHER SUGGESTIONS – INFORMATION TECHNOLOGY
HOSTED THIRD-PARTY CORE SOFTWARE – SUPER USERS/SYSTEM ADMINISTRATORS
The School Board has three full system administrators on the Aptafund system (Deputy Superintendent, Director
of Accounting, and Director of Purchasing) who can alter or change permissions on existing accounts, as well as
suspend accounts. None of the administrators can provide a new log-in or sign-on for a new employee. This can
only be set up by Harris, the software vendor. The system administrators include personnel from the accounting
department who provide limited monitoring of the system. There did not appear to be any regular review of all
actions taken by superuser/system administrator logs from the Aptafund system to help ensure either the
third-party vendor, or the system administrators have not made unauthorized changes. Our understanding is this
was at least partially due to the voluminous log reports. We recommend consideration be made to filter these
reports and have a non-superuser perform a documented review of these reports.
For any application controls that include approvals or acknowledgement, or dependence on the login positively
identifying the approver or reviewer, this could lead to a deficiency if the control is significant or key to an
accounting or control cycle. This increases risk and necessitates both an expansion in breadth and depth of audit
procedures. We recommend that any areas identified be considered for additional compensating controls.
Current Status: Not applicable in the current year.
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INDEPENDENT AUDITOR’S REPORT

Honorable Members of the
City of Roanoke School Board
Roanoke, Virginia
Report on the Financial Statement
We have audited the accompanying statement of cash receipts and expenditures of the Roanoke City
Public Schools School Activity Funds (the “Activity Funds”) for the year ended June 30, 2020, and the
related note to the financial statement.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of this financial statement in
accordance with the modified cash basis of accounting described in Note 1; this includes determining
that the modified cash basis of accounting is an acceptable basis for the preparation of the financial
statement in the circumstances. Management is also responsible for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of the financial
statement that is free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on this financial statement based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statement. The procedures selected depend on the auditor’s judgment, including the
assessment of the risk of material misstatement of the financial statement, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statement in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statement.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our qualified audit opinion.
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Basis for Qualified Opinion
As is common in organizations such as this, the Schools Activity Funds’ internal accounting control was
not adequate to permit the application of adequate auditing procedures to indicate whether all receipts
were recorded.
Qualified Opinion
In our opinion, except for the possible effects of the matter discussed in the “Basis for Qualified
Opinion” paragraph, the financial statement referred to above presents fairly, in all material respects, the
cash receipts and expenditures of the Roanoke City Public Schools School Activity Funds for the year
ended June 30, 2020 in accordance with the basis of accounting described in Note 1.
Basis of Accounting
We draw your attention to Note 1 of the financial statement, which describes the basis of accounting.
This financial statement was prepared on the modified cash basis of accounting, which is a basis of
accounting other than accounting principles generally accepted in the United States of America. Our
opinion is not modified with respect to that matter.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated
October 30, 2020, on our consideration of the Roanoke City Public Schools School Activity Funds’
internal control over financial reporting and on our tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is solely
to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Roanoke City Public Schools School Activity Funds’ internal
control over financial reporting and compliance.

CERTIFIED PUBLIC ACCOUNTANTS
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2

ROANOKE CITY PUBLIC SCHOOLS
SCHOOL ACTIVITY FUNDS
STATEMENT OF CASH RECEIPTS AND EXPENDITURES
Year Ended June 30, 2020

Balance as of
July 1, 2019
High Schools:
William Fleming High School
Patrick Henry High School

$

Other Schools:
Gibboney Technical Center
Roanoke Valley Governor’s School
Noel C. Taylor Learning Academy
Forest Park Academy
Adult Education

168,756
219,007

Inter-School
Transfers

$

130,991
12,652
146
3,600
41,397

(8,025)
(5)

Receipts

$

8,025
-

141,768
268,465

Expenditures

$

105,231
231,383

Balance as of
June 30, 2020

$

197,268
256,084

130,824
55,830
27
2,295
3,225

111,422
52,073
3,026
5,171

158,418
16,409
173
2,869
39,451

Middle Schools:
Lucy Addison Aerospace Middle School
James Breckinridge Middle School
John P. Fishwick Middle School
James Madison Middle School
Woodrow Wilson Middle School

14,673
7,882
5,719
20,737
39,749

(33)
(55)
(13)

7,268
20,447
2,667
83,111
53,138

7,192
15,682
5,712
82,270
46,441

14,749
12,614
2,674
21,523
46,433

Elementary Schools:
Crystal Spring Elementary School
Fairview Park Elementary School
Fallon Park Elementary School
Fishburn Park Elementary School
Garden City Elementary School
Grandin Court Elementary School
Highland Park Elementary School
Hurt Park Elementary School
Lincoln Terrace Elementary School
Monterey Elementary School
Morningside Elementary School
Preston Park Primary School
Roanoke Academy for Math and Science
Round Hill Primary School
Virginia Heights Elementary School
Wasena Elementary School
Westside Elementary School

38,550
7,091
10,306
21,914
7,205
38,118
13,201
5,839
5,576
15,671
11,072
18,221
13,326
1,903
4,342
6,987
14,357

(44)
(10)
(60)
(110)
(15)
(125)
(69)
-

37,159
16,622
5,041
6,229
5,434
7,993
33,099
18,609
9,997
30,745
5,385
8,795
6,438
10,199
8,680
22,500
9,612

34,585
10,735
4,189
8,203
4,592
14,245
33,865
5,488
9,873
24,960
6,887
10,587
4,968
10,401
8,679
9,739
6,104

41,080
12,978
11,158
19,930
8,047
31,806
12,325
18,960
5,700
21,441
9,570
16,304
14,796
1,701
4,343
19,679
17,865

898,988

(539)

1,011,602

873,703

1,036,348

674
5,533
19,506

486
6,534
3,504

1,081
5,208
16,002

884,227

1,058,639

Fiscal Services
Chess Club (ECHE)
Mulit District Science Fair (ERGS)

893
5,670
$

905,551

539
$

-

$

1,037,315

$

Current Year Accounts Payable

115,629

Total Cash Balance at June 30, 2020

The Note to Financial Statement is an integral part of this statement.
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$

1,174,268

ROANOKE CITY PUBLIC SCHOOLS
SCHOOL ACTIVITY FUNDS
NOTE TO FINANCIAL STATEMENT
June 30, 2020
Note 1.

Nature of Activities and Significant Accounting Policies
Reporting entity
School activity funds are all funds received from extracurricular school activities, such as entertainment,
athletic contests, club dues, etc., and from any and all activities of the Schools involving personnel,
students, or property.
Modified cash basis of accounting
The accounts are maintained, and the statements are presented, on a basis reflecting only recorded cash
receipts and expenditures, including accounts payable. Therefore, receivables, inventories, accrued
revenues, and equipment and depreciation, which may be material in amount, are not reflected, and
these statements are not intended to present the overall financial position or results of operations in
conformity with generally accepted accounting principles.
Cash and cash equivalents
For purposes of reporting cash, the Schools consider all certificates of deposit, savings accounts, and
money market funds with an original maturity of three months or less to be cash equivalents.
Deposits with banks are covered by the Federal Deposit Insurance Corporation (FDIC) and
collateralized in accordance with the Virginia Security for Public Deposits Act (the “Act”)
Section 2.2-4400 et. seq. of the Code of Virginia. Under the Act, banks and savings institutions holding
public deposits in excess of the amount insured by the FDIC must pledge collateral to the
Commonwealth of Virginia Treasury Board. Financial institutions may choose between two
collateralization methodologies and depending upon that choice, will pledge collateral that ranges in the
amounts from 50% to 130% of excess deposits. Accordingly, all deposits are considered fully
collateralized. Additionally, while not common, management applies restricted resources first when
expenditures are incurred for purposes for which either restricted or unrestricted amounts are available.
At June 30, 2020, the activity funds had $9,276.01 and $35,724.01 of cash on hand as a result of grants
and donations to be used for scholarships and specific uses at the Governor’s School and Patrick Henry
High School, respectively. The activity funds also had $11,516.21 and $2,000.00 of cash on hand used
for scholarships at William Fleming High School and Westside Elementary School.
Transfers
From time to time, due to school closings and reallocation of students, it is necessary to make transfers
from one school to another. Other transfers between schools will occur due to students participating in
extracurricular activities at other schools within Roanoke City. Such transfers are approved by the
principal and are reflected at their gross amount in the accompanying financial statement.

.
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COMPLIANCE SECTION

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

Honorable Members of the
City of Roanoke School Board
Roanoke, Virginia
We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States, the accompanying statement of cash receipts and
expenditures of the Roanoke City Public Schools School Activity Funds (the “Activity Funds”) for the
year ended June 30, 2020, and the related note to the financial statement and have issued our report
thereon dated October 30, 2020. Our report on the financial statement is qualified due to the lack of
adequate internal controls over the receipt function which prevents us from applying adequate audit
procedures to indicate whether all receipts were recorded.
Internal Control over Financial Reporting
In planning and performing our audit of the financial statement, we considered the Activity Funds’
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
statement, but not for the purpose of expressing an opinion on the effectiveness of the Activity Funds’
internal control. Accordingly, we do not express an opinion on the effectiveness of the Activity Funds’
internal control.
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 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.
Our consideration of internal control was for the limited purpose described in the first paragraph of this
section 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 have not been identified. We did identify a deficiency in internal control, described
below, that we consider to be a material weakness.
In general, internal controls are designed to safeguard assets and help prevent losses
from employee dishonesty or error. A fundamental concept of internal control is the
separation of duties. The basic premise of this concept is that no one employee should
have access to both collecting cash receipts and making cash disbursements, or to all
phases of a transaction. Due to the limited size of the staff at the schools, a proper
separation cannot be established and maintained for the cash receipts process.
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Internal Control over Financial Reporting (Continued)
Due to the decentralized nature of cash collections, it is not practical or cost beneficial
to establish adequate internal accounting controls to ensure that all cash receipts are
recorded. This is a common situation among school activity funds and similar
organizations.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Activity Funds’ financial statement is free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the financial statement. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.
Roanoke City Public Schools School Activity Fund’s Response to Findings
Roanoke City Public Schools School Activity Fund’s response to the findings identified in our audit is
described below. The School Activity Fund’s response was not subjected to the auditing procedures
applied in the audit of the financial statements and, accordingly, we express no opinion on it.
Management Response: RCPS agrees that the decentralized nature of cash collections creates
challenges for our internal control efforts as it relates to ensuring all cash receipts have been recorded.
However, we will continue to train school administrative staff on our processes for cash collections,
monitor those processes throughout the year, and quickly address any identified deficiencies, to maximize
our effectiveness in this area.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Activity Funds’ internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the Activity Funds’ internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

CERTIFIED PUBLIC ACCOUNTANTS
Roanoke, Virginia
October 30, 2020
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ROANOKE CITY PUBLIC SCHOOLS
SCHOOL ACTIVITY FUNDS
SUMMARY OF COMPLIANCE MATTERS
June 30, 2020
As more fully described 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, we performed tests of compliance with certain
provisions of the laws, regulations, contracts, and grants shown below.
STATE COMPLIANCE MATTERS
Code of Virginia
Cash and Investment Laws
Procurement Laws
Uniform Disposition of Unclaimed Property Act
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INDEPENDENT ACCOUNTANT’S REPORT

Auditor of Public Accounts
P.O. Box 1295
Richmond, Virginia 23218
Management and the Honorable Members of the
Roanoke City School Board
We have examined management’s assertion that the census data reported to the Virginia Retirement
System by Roanoke City Public Schools (the “Schools”) during the year ended June 30, 2020 is
complete and accurate based on the criteria set forth by the Virginia Retirement System and Board of
Trustees’ plan provisions as mandated in Section 51.1-136 of the Code of Virginia. The Schools’
management is responsible for its assertion. Our responsibility is to express an opinion on the assertion
based on our examination.
Our examination was conducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants. Those standards require that we plan and perform the
examination to obtain reasonable assurance about whether management's assertion is fairly stated, in all
material respects. An examination involves performing procedures to obtain evidence about
management’s assertion. The nature, timing, and extent of the procedures selected depend on our
judgment, including an assessment of the risks of material misstatement of management’s assertion,
whether due to fraud or error. We believe that the evidence we obtained is sufficient and appropriate to
provide a reasonable basis for our opinion.
In our opinion, management’s assertion that the census data reported to the Virginia Retirement System
by the Roanoke City Public Schools during the year ended June 30, 2020 was complete and accurate
based on the criteria set forth by the Virginia Retirement System and the Board of Trustees’ plan
provisions as mandated in § 51.1-136 of the Code of Virginia, is fairly stated, in all material respects.
Our sampling methodology and determination of control environments are included in Appendix A to
this report.
This report is intended solely for the information and use of Roanoke City Public Schools and the
Auditor of Public Accounts of the Commonwealth of Virginia and is not intended to be, and should not
be, used by anyone other than these specified parties.
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Appendix A
We identified one control environment during this review for which Roanoke City Public Schools was
responsible.
The following table reflects the population size and sample size for each procedure performed over the
control environment for which Roanoke City Public Schools was responsible:
Required Audit Procedure
Review of Census Data
Elements

Review of Eligible Members
Reported to the VRS
Review of Eligibility of Newly
Enrolled Members Reported to
the VRS
Review of Monthly myVRS
Navigator Contribution
Confirmation Reconciliations

Review of myVRS Navigator
System Access

Population
Size
2,437

Sample
Size
60

2,471

60

Risks and Other Considerations Used
to Determine Sample Size
AICPA Audit Sampling Audit Guide
dated December 1, 2019, Chapter 3,
Nonstatistical and Statistical Audit
Sampling in Tests of Controls, Table 3-4,
Limited Effect of Population Size on
Sample Size, using parameters of 5%
Risk of Overreliance, 10% Tolerable Rate
of Deviation, and no expected deviations.
Same as above.

293

39

Same as above.

12

3

8

3

AICPA Audit Sampling Audit Guide
dated December 1, 2019, Chapter 3,
Nonstatistical and Statistical Audit
Sampling in Tests of Controls, Table 3-5,
Testing Operating Effectiveness of Small
Populations, population size 1 to 52.
Same as above.

